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Tenth session

REVIEW |OF AUDIT PROCEDURES CF THE UNTTED HATTONS
AND THE SPRCIALIZED ACENCIES

the Secretar
LS v

s e R

~{enersl

1. The General Assembly, st its pinth session. (resclution 871(IX)} took note
of the report£/ Submitted hyithééggcrgt&rﬁhgﬁgergl”gt‘tﬁat session on the question
of & reviewv of the audﬂt grgcedureg,of +the Unitéd,ﬁatians_and.the specialized
agenciss, and decided ‘tﬁo—postpong consideration of the item- wntlil the tenth
sessian. The deﬁisian#to'pogtpanévcons#deration‘waa'based upon & recommendation
to-that effect by the Secretsry-General, since at tist time-he did not wish to
offer cancrete prcpoaa#s’ ﬁending hig ottaining the advice of the Agsembly
regarding the internal jorganizetion of the wark of the Secretariat.

2. The Secretéry-Genﬁral-is now in @ position to present proposals for
ranzideration by the Gdnersal Ascembly. These proposals are set out below,
Trefacet by a summary ¢f the previous action taken by the Assembly in thls
armexdon. ﬁ

> The matter under ¥eference originsted in resolution 672 B (VII) adopted at
the aevanth pession'ofﬂthefGen@ral‘Aasembly, reading &s follows:

“The Generalf&ssemblg,"

?Noting the increase in the activities of the United Nations end
the S?%;?ﬁ?ized sgencies and the related inereass in their financial
res@ﬁnaihilitien,h '

"l.  Considérs thab the rresent system Tor the gudlt of thelr
Tlnanein) &Qc—%—mmt” mey pot be the most suitable and efficlent that

¢en be devised tolmeet these increased requirements;

Wy ‘j ' .

1/ See Ufficial Recobds of Ninth Session, Annexes

= o, , rds_of the Gencral Asgoghly, Ninth oe o, ’
agerds 1tem b4, document Afeig, -
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"2. Invites the Secretary-CGzneral and the executive heads of the
specialized agencies, in consultation with the Joint Panel of Auditors,
to review in the Administrative Committee on Co-crdination the present
audit procedures and arrangements, and to make appropriate recommendations
on any chenges or Improvements they may consider desivable;

"3.  Invites the Govermments of Member States to submlt any views
or recommendations they may have on this question to the Secretary-General
for hls consideration and for transmittal to the specialized agencies
and the Advisory Committee on Admipistrative and Budgetary Questions;

"k.  Reguests the Advisory Committee on Administrative and Budgetary
Questions to examine the recommendatiohs of the Adminlstrative Committee
on Co-ordinstion and to report thereon to the General Assembly at its
elghth session;

"5, Decides to include an item in the proviaional'agenda of the
elghth session of the General Assembly entitled "Review of audit
procedures of the United Netions and the specialized agencies.”

L, At its eighth session, the General Assembly considered a report by the
Secrétary-General (4/2479), in which he expressed his agreement with certain
conclusions reached by ACC that as regards the specialized agencies there 41d not
appear to be at that time any need for a general change in the type of audit
arrangenments then in existence. As regards the United Natlions itself, the
Secretary—Genéral'efoESsed the view that & change In the audit arrangements could
only be dealt with satisfactorily as an integral part of 2 more general review of
the administrative structure of the Secretarlat. Dased upon these conelderstions,
the General Assembly decided to postpone consideration of the question untll its
ninth session (resclution 768 (viTI)).

5. The'Secretarthenﬂral's report' on the matter to the ninth session of the
General Assembly (A/2746) recalled the views expressed by the Advisory Committee,
and strongly endorsed by the Fifth Committee at tﬁe elgith sesslcn, that any
full-time staff that might be set up to deal with questlons of external audit
should not replace the existing Beard of Auditors or impeir the accepted
prineiple that final resﬁonsibility for external audit should rest with
governmental auditors. This view recelved further endorsement in the report of
the Fifth Committee at the ninth sessiong/ 8t vhich %ime reference was also made
to the desirabllity of meintaining and, if praecticable, enlarging the scope of
co-operation in the Joint Penel of Auditors.

gf | CPfficial Records of the General Assembly, Winth Session, Annexes,
agence iltem W4, document A/2T76.
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6. In preparing the present propogals, the Secretary-Geneéral has been guided
by the.views expresséd py Member States -in the Fifth Coﬁﬁittee, rarticularly
reégarding the malntensinpe of the principle of audit under the supervisionof
governmental suditors, ﬁs Well as hy the views submitted directly to bim by
Member States in responge to the request contained in resclution 672 B (VII),
As regards the application of’any changés to the arrangepents.regarding the -
speclalized .agencies, there Eave'been no further developments beyond the
position as noted in th
above),which would indig

repert submitted at the sighth session. (see paragraph b

ate tlhiat any aetion is required at this time. The
princliples which ccmmend=d fhemselves.to:the Gerneral Assembly in 19&9
(resolution 247 (IV)) ehd to the apsemblies or conferences of the najority of
the specilalired agencie coﬁtinue to gevern the audits of the various. ‘
organizations, which ar% carried out under the direction of members of the Joint
Panel of Auditors. Thu$ in this respect,  the principles of co-operation have
been meintained, while %he proposals now put forward provide the possibility of
their enlargement.. \

7« In nreparing his_ ppoposals, the Secretary-Géneral has also been guided by
the folloving general jo inciples:

{a) The nced to agsure to the General Assembly the availability for
‘the external gudit of the Organization, of the audit skills of
all Msrber States without imposing upon & Member the onerous -
burden of pro iulng a large number ol trained Suaff wnlch may
often only be‘feaslble for the 1arger countries, '

(b) The aasurance'of a reasonable degree of continuity in the audit
but without losing the availability of the varied pational
auditipg gkills of ail Member States;

(e) The need to p#ov1de an audit of a sufficient degree of efficiency
to protect the interests of Member Stetes w1thout excessive costs
and without dupl1cation of effort;

(d) The désirabilLty of providing a scheme which would not only be
- sulted to the fmediate requirements of the United Wations, but
eould readily|be adapted for utillzatlon by the specialized agencies.

8. TI% is to be noted %hat’the Organization has been particularly fortunate
hitherto in having on tge Board of Auditors members with highly efficient
auditing atenderds who have available, at no great distance from the sites of
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audit, a sufficiently largze staff to carry out the deteiled audit procedures.
This arrangement has provided an efficient audit at a minimum cost, whille
continuity has been achieved through the re-appointment of retiring members of
the Board. This, however, has tended to throwv a continucus heavy burden on &
1limited number of Member States and has inevitably restricted the use of
netional skills. It is clearly the case, furthermore, that should a member of
the Board able to furnish the necessary staff not pe drawvn from & country
edjacent to the site of audit, but perhaps from e country many thousands of
miles away, the audlt costs under the existing sysﬁem would be substantislly
inereased. As an indication of the burden of furnishing staff, 1t may be noted
that the external audit work for the United Nations Headquarters aécounts alone
requires the serviceg of from six to eight persons for an interim exemination
in the latter part of each year aend a final exemination in the spring, covering
a total period of about ten weeks.

9., In accordsnce with the principles outlined above the following proposals
are made:

(a) The Bosrd of Auditors elected by the General Assemwbly under the
existing regulations would continue to function with its existing
terms of reference, but would be relieved of the burden of furnishing
staff to carry out the detailed audit work;

(b) An "Office of External Audit" would be established, consisting of
a small permenent staff, headed by a Chief Auditor, and
supplemented as required by secondments from national audit
services; this Office would provide the audit services for the
Board of Auditors;

(e} The Board of Auditors would appoint the Chief Auditor on the basis
of nominations by the Secretary-General;

(d) The staff of the Office of Externsl Audit would be appointed by
the Chief Auditor and would be responsible to him in the exercise
of thelr fTunctions;

(e} The conditions of service of the staff of the Office of External
Audit would conform to the Staff Regulations of the United Nations
Secretariat adopted by the General Assemwbly and the rules promulgated
thereunder by the Secretary-General. The administrative and
financiael services of the Secretariat would be utilized for carrying
out the administrative functions relating to the Office of
External Audit;
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(£) The Secretary-General would, in consultaticd with the Boardof
Auditors, ma e the necessary arrangements for the Chief Auditor
and his stalf, with the obJect of assuring the full independence
of such staff in carrying out their duties;

(g) The appropri%tions to finance the releted costs, as well as those
directly arpertaining to meetings of the Board of Auditors, would
be mudn by the Genersl Assembly in the regular budget of the
United Fubicns, upon the recormendations of the Secretary-General
aft.or fonqux$ﬁmion with the Beard.

10. In =additicn %o Th$ aubies nov cerried out by staft directly employed by
members of the Board of Auvditors, the 0ifice of Externel Audlt might assume
certaln of the functioﬁs nov earried out by the Tniernsl Audit Service,
excluding, however, th$ interual control responsibilities which, under the
Financlal Regw atlons $f the Organizetion, rest with the Secretary-General;
these latter IUﬂthODSHWOUld devoive upon the Controller.
1l. It is the opinion”of the Secretary-General that reductlions in over-all
cogts could be dbﬁaineg by adopting the system outlined above, through the
eliminetion of overlap%ingfuﬁctiona inherent in the present triple-phase
contrel system and ‘the | substitution of a dual control system conforming to the
I
essential requirements|of {a) an over-all control by the Ceneral Assembly; and

(b) an internal contrel by the Secretary-GEneral over the ections of his

officers. The system would, furthermore, protect the Organization against the

- possibility of a suhstgntial increase in external audit costs which might well
arise ag & regult of changes in the geographical distribution of the membership
of the Board of Audltoks ' However, the Secretary-General believes that the
General Agsembly will #ish to base its decision fundementally on an assessment
of the intrinsic merltF of the plan proposed, but envisaging the likelihood of
savings and, certainly|, the assurance that no added coste will be involved. On
this besis, it is Bugé sted that the budgetary provisions as proposed in the
1956 budget estimates[ hould be maintained, subject to an authorization to make
the neceasary transfers entailed in implementing the plan.
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12. Finally, it is noted that the plan would apply initially %o the sudits of
the United Nations and of the relief ageneies currently carried out by the
Board of Auditors, subject to reimbursement to the United Nations of audit costs
incurred in resgpect of the extra-budgetsry adc.@un‘ts. The servicea of the Chief
Auditor and his staff could, hnwelvl'er, ba pade évailéble to any specialized
agencles who might wish to pexrticipate, also on a reimbursement basis.
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