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NOTE BY THE DIRECTOR-GENERAL

REQUEST FOR NOMINATIONS FOR THE
EXTERNAL AUDITOR OF THE OPCW

1. The Director-General has the honour to inform all States Pdatsthe term of
appointment of the Auditor-General of India as the first Externadiithr of the
OPCW, which is for a single period of three years (EC-II/DEC.2, dated
30 June 1997), will expire with the audit of the financial statenfenthe financial
period ending 31 December 1999. Consequently, the Conference of the Staéss Part
has to decide on the appointment of an External Auditor who will be rebjsfe
the audit of the OPCW's financial statements for the finangealod 2000 and
beyond.

2. In accordance with Financial Regulation 13.1, the External Auditor oDIPEW,
who shall be the Auditor-General (or an officer holding an equivaliey ¢if a State
Party, shall be appointed in the manner and for the period determinede by t
Conference and for a single period of not less than two years, butaeatdéeng Six
years.

3. States Parties are invited to nominate candidates whom theyhegisPonference, at
its Fifth Session, to consider for appointment as the External Audfititve OPCW.
The full text of Article 13 of the draft Financial Regulations veell as of the annex
to that Article, “Additional terms of reference governing exteraadit’, are
contained in the attachment to this Note.

4. The nominations should include the following information:

(@ acurriculum vitae of the nominee and details of the national andatiemal
activities of the Auditor-General’'s office, with an indication bé trange of
audit activities envisaged and the audit specialities that coubd lbenefit to
the OPCW; and

(b) proposed audit fees (expressed in euros (EUR)) for the audit ofRG&G
financial statements and value-for-money examinations for the falanc
periods 2000 and 2001, with details of the estimated total number of audit
hours to be spent for each financial period.
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5. The audit fees which are paid to the present External Auditor @BE@W comprise
travel costs between the Auditor-General’s office and the OP@#dédlarters in The
Hague and daily subsistence allowance (UN scale) only. Seaketad other support
services are provided by the Secretariat. It is anticipated thigatsame basis of
remuneration will apply to the future External Auditor of the OPCWhe current
rates of daily subsistence allowance are EUR 183 for the mewib#érs audit team,
EUR 211 for the audit team leader, and EUR 257 for the Auditor-General.

6. Nominations should be submitted in a sealed envelope to the DirectoraGasnearly
as possible, and in any case not later than 31 December 1999, in ordiewto a
sufficient time for the Secretariat to prepare a comparatwmemary of nominations
for consideration by the Conference at its Fifth Session in May 2000.

7. The Budget and Finance Branch of the Secretariat would be pleapeavide any
further information or clarification that may be required.

Attachment (English only):

Article 13 of the draft Financial Regulations of the OPCW: External audit
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Attachment

ARTICLE 130OF THE DRAFT FINANCIAL REGULATIONS OF THE OPCW

13.1

13.2

13.3

13.4

13.5

13.6

13.7

13.8

EXTERNAL AUDIT

An External Auditor, who shall be the Auditor-General (or an offimdding an
equivalent title) of a State Party, shall be appointed in the mamoefor the period
determined by the Conference of the States Parties and forle gangpd of not less
than two years, but not exceeding six years.

If the External Auditor ceases to hold office as Auditor-Gemerails own country,
his appointment as External Auditor of the OPCW shall termircataviith and he
shall be succeeded as External Auditor by the person who succeeds Ainditor-
General in his home country. The External Auditor may not othetdsemoved
during the tenure of his appointment, except by the Conference of the States Parties.

The External Auditor shall conduct annual audits of the OPCW's ishgtetements

in accordance with the auditing standards promulgated by the Interhationa
Organisation of Supreme Audit Institutions and the common auditing standards issued
by the Panel of External Auditors of the United Nations, the spwaibhgencies and

the International Atomic Energy Agency. Subject to any speaiettibns issued by

the Executive Council or the Conference of the States Partieguthie shall be
conducted in conformity with the additional terms of reference sehdhé Annex to

these Regulations, which forms an integral part of these Regulations.

The External Auditor may make observations with respect to thutardéy and
efficiency of the OPCW's financial procedures, the accountingrayghe internal
financial controls and, in general, the administration and management of the OPCW.

The External Auditor shall be completely independent and shall he resigonsible
for the conduct of audits.

The Conference of the States Parties may request the EXadi@r to perform
special examinations and to issue separate reports on the results therewf.uAdsr
the authority of the Conference, the Executive Council may do likewise.

The Director-General shall provide the External Auditor withfdldities he may
require to perform audits.

For the purpose of making local or special examinations or of redheirgpsts of
audits, the External Auditor may engage the services of any nafiodaor-General
(or officer holding an equivalent post), commercial public auditors of kmeywuate
or any other person or firm who, in the opinion of the External Auditéecisnically
qualified to conduct audits.
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13.9

13.10

13.11

The External Auditor shall issue a report and opinion on his audite @RCW's
financial statements, which shall include such information as hesdeeogssary in
regard to matters referred to in Regulation 13.4 and in the additierrak of
reference set forth in the Annex to these Regulations.

The External Auditor shall transmit his report and opinion and thesduotiancial
statements, in accordance with any directions given by the Confesétive States
Parties, to the Executive Council. The Executive Council shathieathe audited
financial statements and the External Auditor's report and opinionhald@award
them to the Conference of the States Parties with such commagnts deems
appropriate. The External Auditor's report and opinion and the auditedifihanc
statements shall be submitted to the Executive Council preferablyater than
31 May following the end of the financial period to which they relate.

The External Auditor or his representative shall be present vilgerExternal
Auditor's report and opinion is first considered by the Executive Couimcdddition,
the External Auditor or his representative may present his rapdropinion to the
Conference of the States Parties if he considers this necessanay be present
during subsequent consideration of the External Auditor's report and opinitwe by
Executive Council or the Conference of the States Parties, néqeested by the
Council or by the Conference of the States Parties.
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Annex

ADDITIONAL TERMS OF REFERENCE
GOVERNING EXTERNAL AUDIT

The External Auditor shall examine and check the OPCW's booksairdgs and
records, including the books and records of all trust and special funlls,deems
necessary to enable him to report whether:

(&) the OPCW:'s financial statements are in accord with its books and records;

(b) the financial transactions reflected in the OPCW's finansiatements
complied with these Regulations and any Rules and Directives issued
hereunder, as well as with budgetary provisions and other applicable
directives;

(c) the securities and monies on deposit and on hand have been verified by
certificates received directly from the OPCW's depositories or by amiuat;

(d) the OPCW:'s internal controls, including the internal audit, deguate in the
light of the reliance placed thereon; and

(e) procedures satisfactory to the External Auditor have been @pili¢he
recording of all assets, liabilities, surpluses and deficits.

The External Auditor shall be the sole judge of whether to accept, in wholeast,in p
the Director-General's certifications and representations apdnalke such detailed
examination and verification as he chooses of all financial recmeisding those
relating to supplies and equipment.

The External Auditor and his staff shall have free accesb@invenient times to all
books, records and other documentation which are necessary for the pectooha
an audit. The External Auditor and his staff shall respect thedeonial nature of
any classified information provided and shall not make use of it excegpiect
connection with the performance of audits. The External Auditor may tb the
attention of the Conference of the States Parties any denrabamhiation classified
as confidential which was required for an audit. Without prejudice staltiy to
report to the Conference of the States Parties, the ExternagbAadd his staff shall
comply with the OPCW Policy on Confidentiality.

The External Auditor shall not have the authority to disallow itenteke OPCW's
accounts. However, the External Auditor shall draw to the Diréasmeral's
attention for appropriate action any transaction concerning whoseitylegal
propriety the External Auditor entertains any doubt. Audit objectiotrstsactions
shall be immediately communicated to the Director-General.
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5.

The External Auditor shall express an opinion on the audited finanatehsents,
which shall be signed and dated. Subject to any qualifications thdixteenal
Auditor might wish to make in his opinion, the structure and content afpimeon
shall include the following:

€)) Title
"Opinion of the External Auditor on the Financial Statements of the
Organisation for the Prohibition of Chemical Weapons for the Perioddende
31 December ...".

(b) Addressee
"To the Conference of the States Parties"

(c) Text of the Opinion
Identification of the financial statements (Paragraph One)
"I have audited the following/appended financial statements, comprising
statements (I) to (IX), schedules (1) to (4), and supporting notekeof t
Organisation for the Prohibition of Chemical Weapons (hereinaftex "t
OPCW?") for the financial period ended 31 December ..."

Statement of Responsibilities (Paragraph Two)

"The Director-General, in accordance with the OPCW's Financial
Regulations, is responsible for preparing the financial statemeMsy.
responsibility, under Article 13 of the Financial Regulations, isxpress an
opinion on these financial statements based on my audit.”

Basis of Opinion (Paragraph Three)

"I conducted my audit in accordance with the auditing standards of the
International Organisation of Supreme Audit Institutions and the Common
Auditing Standards of the Panel of External Auditors of the Unitetbig
specialised agencies and the International Atomic Energy Ageiityese
standards require that | plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free tefiaina
misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statementsudAn

also includes assessing the accounting principles used and significant
estimates made by the Director-General, as well as evajutdte overall
financial statement presentation. | believe that my audit provales
reasonable basis for the audit opinion."

Opinion (Paragraph Four)

"As a result of my audit, | am of the opinion that the finandialesnents
present fairly the financial position as at 31 December ... andhénaivere
prepared in accordance with the OPCW's stated accounting posipge(d
on a basis consistent with the previous period); and that the transactre
in accordance with the Financial Regulations and legislative authority."
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Report Reference (Paragraph Five)

"In accordance with Article 13 of the Financial Regulations, | halge
prepared a (long-form) report on the OPCW's financial statememts."
where there is no long-form report:

"I have no observations to report on these financial statements."

The External Auditor shall report in writing to the ConferencéhefStates Parties
on the financial operations of the period. The External Auditor's reghaald
include:

€)) a description of the nature and scope of his examination andsangticns
on it;

(b) any matters affecting the completeness or accuracy attdmeints, including,
where appropriate:

I. information necessary for the correct interpretation of the accounts;

il. any amounts which ought to have been received but which have not
been included in the accounts;

ii. any amounts for which a legal or contingent obligation exists and
which have not been recorded or reflected in the financial statements;

iv. expenditures not properly substantiated; and

2 the extent to which the presentation of statements deviategathater
from internationally accepted accounting principles applied on a
consistent basis;

(c) other matters that should be brought to the notice of the
Conference of the States Parties including:

I. cases of fraud or suspected fraud;

il. wasteful or improper expenditure of the OPCW's money or other
assets (notwithstanding that the accounting for the transactioenay
correct);

ii. ii. expenditure likely to commit the OPCW to further outlay on a
large scale;

iv. iv. any defect in the general system or detailed regulations and/or
rules governing the control of receipts and disbursements or of
supplies and equipment;
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10.

V. expenditure not in accordance with the intention of the OPCW after
making allowance for duly authorised transfers within the budget;

Vi. Expenditure in excess of appropriations as amended by duly
authorised transfers within the budget; and

Vii. expenditure not in conformity with the authority governing it;

(d) the accuracy or otherwise of the supplies and equipment records as
determined by stocktaking and examination of the records; and

(e) transactions accounted for in a previous financial period concestitty
further information has been obtained or transactions in a later i@hanc
period with respect to which the External Auditor believes the ORGdId
be informed.

The External Auditor may make such observations on the findingsnmgdutim his
audit and such comments on the Director-General's financial repdre aleems
appropriate to the Conference of the States Parties, its supsilgans or the
Director-General.

Whenever the scope of the External Auditor's audit is restrictée is unable to
obtain sufficient evidence, he shall note the matter in his opinion pod,renaking
clear in the report the reasons for his comments, and the effeny eéstrictions or
lack of evidence on the financial position and the financial transactions recorded.

The External Auditor shall not include any criticism in his opiniod @eport unless
he has first afforded the Director-General adequate opportunityptaiexhe matter
in question.

The External Auditor is not required to mention any matter eefeto in the
foregoing provisions which, in his opinion, is neither material to thendiah
position presented by the annual financial statements nor signifccéame financial
affairs of the OPCW.



