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Annex

[English only]

Generally Accepted Audit Committee Principles and Some Identified Good Practices

Accepted Principles Some Identified Good Practices
The audit committee, as an independent » The audit committee assists primarily the governing body and, as needed, the executive
advisory expert body, should assist the head of the entity, as independent advisory expert body.
governing body and the executive head of the » The audit committee helps ensure the governing body has independent and objective
entity as appropriate, in fulfilling their assurance on the effectiveness of the entity’s controls, risk management, governance
& | oversight and governance responsibilities. practices and accountability processes.
e » Oversight responsibilities include a) the integrity and appropriateness of financial and
% other reporting practices, b) the effectiveness of internal controls, risk management, tone
at the top and governance practices, c¢) the performance of the internal audit/oversight
function, d) the monitoring process for compliance with laws, regulations, and integrity
and ethics (e.g. code of conduct), and e) the external auditors’ qualifications and
independence.
> The audit committee should have all the » The audit committee has free and unrestricted access to any information, staff—
£ | necessary authority to fulfil their including internal auditors—and external auditors or any external parties that is
2 | responsibilities. necessary to fulfil their mandate and roles and responsibilities.
E; » The head of internal audit/oversight and the external auditors have unrestricted and
confidential access to the chairperson of the audit committee.
a The audit committee and its members should » The audit committee is composed entirely of independent external members of the
o | be independent and objective. entity.
-5 » The audit committee reports directly to the governing body.
2. » The audit committee has no management powers or executive responsibilities.
g » All members of the audit committee are approved by the governing body.

I'PPV/TIT1/96°DV/V
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The size of the audit committee should be » The audit committee comprises a minimum of three members and normally not more
determined by the size of the governing body than five.
and of the United Nations entity. » The quorum for the committee is a majority of the members.

» Members serve in a personal capacity, therefore alternates are not allowed.

Members of the audit committee should have »  Skills mix includes good management experience and understanding of finance,

collective skills, knowledge and experience to accounting, financial reporting in the public sector or UN entities/other multilateral

fulfil their responsibilities. institutions, internal controls and risk management, internal and external audits,
governance and knowledge of the entity.

» At least one member is a financial expert with good knowledge of generally accepted
accounting principles and financial statements, internal controls and procedures for
financial reporting.

» Members of the audit committee are oriented and trained on the committee’s objectives
and responsibilities, internal and external audit functions, risk management and
functions/operations of the UN entity.

» Members of the audit committee are free of any real or perceived conflict of interest.

Responsibilities
The audit committee should review— » The audit committee reviews with management and the internal and external auditors the
together with the internal auditors, external effectiveness of the entity’s internal controls and any related significant findings and
&~ auditors and management— recommendations together with management’s responses, including the timetable for
= and advise the governing body, at least implementing recommendations.
2 annually, on the effectiveness of the entity’s » The audit committee reviews, at least annually, the entity’s risk management process and
: internal control systems, including the entity’s risk profile. It reviews the entity’s process for assessing significant risks or exposures
S control assurance statements and risk and the steps management has taken to manage and mitigate risks.
g management and governance practices. » The audit committee reviews, through the results of internal and external audits, the
> entity’s policies, systems and practices to ensure the appropriateness of internal controls
over financial reporting, efficiency and effectiveness of operations, safeguarding of
resources, and compliance with laws, regulations and rules.
The audit committee should review and advise | » The audit committee reviews and be familiar with the accounting and reporting
” the governing body on the financial statements principles, policies, standards and practices that the entity has applied in preparing its
& =1 | of the entity, including the external auditors’ financial statements and other financial information reported by the entity.
g £ | opinion on the financial statements, and » The audit committee reviews the annual report of the entity and other significant
E E management letters and other reports arising accountability reports to ensure that, to the best of their knowledge, there are no material
2 = | from the external audit of the entity’s financial misstatements or omissions.
statements. » The audit committee reviews the reports from the external auditors.
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The audit committee should review and advise
the governing body on the appropriateness of
the independence of the internal
audit/oversight function; the internal
audit/oversight resources and staffing; and
the performance of the internal audit/oversight
function.

The audit committee reviews the performance of internal audit/oversight function
including the review of risk assessment processes, plan and budgets (including making
an assessment of the appropriateness of oversight resources), and periodic external
quality assessment.

All internal audit/oversight reports are made available to the audit committee for their
consideration.

The audit committee reviews periodic activity reports on the results of the internal
audit/oversight function.

The head of internal audit/oversight reports periodically to the audit committee on the
implementation of management’s action plans for implementing internal audit
recommendations and on the effectiveness of the actions taken. The head of internal
audit/oversight reports all areas where management has accepted a level of risk that is
unacceptable to the entity.

The audit committee reviews the appropriateness of the internal audit/oversight charter.
The audit committee is consulted on the appointment, renewal and dismissal of the head
of internal audit/oversight.

The audit committee reviews management’s responsiveness to internal audit/oversight
findings and recommendations.

The audit committee should review and advise
the governing body on the scope and approach

The audit committee ensures that the entity’s management has appropriate mechanisms
to support the external auditors in carrying out their work.

? of the external auditor’s planned examination The audit committee considers the work plan of the external auditors.

5 and the reports there from. The audit committee periodically meets with the external auditors and seek their

=) comments and advice on matters of risks, controls and governance.

2 The audit committee assesses the performance of external auditors and make

= recommendations to the governing body.

- The audit committee is consulted and provide advice on the appointment of the external

auditor (including on the costs for the audit).

The audit committee should report to the The audit committee prepares a report after every meeting, an annual report, and any
governing body on the committee’s activities, special report if required, to the governing body and executive head. The annual report
issues and results, and on its own effectiveness should confirm whether the committee has fulfilled all its responsibilities established in

= in discharging its responsibilities. the charter and achieved its stated objectives for the period.

K] The reports of the audit committee are distributed to the external auditors, and others as

§ deemed necessary, in accordance with the reporting structure of the entity.

u%. The committee’s annual report includes its assessment of the performance of the internal

audit/oversight function (such as actual achievements against work plans) and external
audit, and recommendations, if necessary, for the improvement of risk management,
controls and governance processes.

The audit committee reviews its own performance at least annually.
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The audit committee should maintain and
promote effective communication with the
governing body (or other governing and
legislative authority), the management, the
head of internal audit/oversight and the
external auditors.

Management has a good understanding of the audit committee’s purpose and
responsibilities.

(dduerdwo))
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The audit committee should review, at least
annually, the systems established by the entity
to maintain and promote international civil
service values; and to ensure compliance
with laws, regulations, policies and high
standards of integrity and of ethical conduct to
prevent conflicts of interest, misconduct and
fraud.

The audit committee obtains regular updates regarding any litigation, including
assessments of related contingent liabilities, investigations, frauds, ex gratia and special
payments.

The audit committee reviews the appropriateness and adequacy of anti-fraud policies,
whistle-blowing arrangements and ethics provisions.

The audit committee reviews the appropriateness of the system in place to receive,
investigate and take actions on the allegation of the fraud and misconduct.
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