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Annual Report to the Executive Director 

Activities in 2007

Purpose

1. Pursuant to Item 14 of its Terms of Reference, this second report to the Executive Director provides a summary of the activities of the Audit Advisory Committee of the United Nations Population Fund in 2007. 
Background

2. In February 2006, the Executive Director of the United Nations Population Fund constituted an independent Oversight Committee of five members to further enhance accountability and transparency within the Organisation.

3. In January 2007, the Executive Director approved the Terms of Reference of the Oversight Committee, under the name Audit Advisory Committee (AAC). The approved Terms of Reference are attached. 

4. Mission: Item 1 of the Terms of Reference delineates the mission of the Committee as follows: “The Audit Advisory Committee (AAC) shall assist the Executive Director of the United Nations Population Fund (UNFPA) in fulfilling the Executive Director’s responsibilities for financial management and reporting, external audit matters, risk management, the systems of internal control and accountability, and the oversight process (hereinafter referred to as internal audit, evaluation, and investigative functions). The primary role of the AAC is to advise the Executive Director taking into account the organization’s process for monitoring compliance with the Rules and Regulations adopted by the UNFPA’s Governing Bodies.”

5. Composition: As at December 31, 2007, the Committee was comprised of four members, as follows:

· Elizabeth (Libby) MacRae, Chairperson (Canada)

· William Fowler (United States)

· J. Graham Joscelyne (South Africa)

· Yuen Teen Mak (Singapore)

Each committee member possesses the required expertise in risk management and control and financial management and reporting, with some members also possessing expertise in development and programme matters. During 2007, the committee actively pursued recruitment of a fifth member, with a recommendation made to the Executive Director in January 2008.

Audit Advisory Committee Activities in 2007

6. Meetings: The Audit Advisory Committee held six meetings in 2007, three in-person meetings (March, June, September) and three teleconference call meetings (April, November, December). The Chair of the AAC attended the first regular session of the Executive Board in January 2007 and the annual session of the Executive Board in June 2007. During 2007, changes were made to the Secretariat function of the AAC to improve administrative aspects.

7. Reporting: Minutes from the committee meetings were prepared and approved. In accordance with Item 13 of the AAC’s Terms of Reference, the Audit Advisory Committee formally reported back to the Executive Director after each meeting. Briefing notes for the Executive Director were prepared and the Committee or Chair either briefed the Executive Director in person or by telephone. 

8. Self-Assessment: The committee undertook a self-assessment exercise in late 2007 that confirmed the appropriateness of Terms of Reference for the Audit Advisory Committee.
9. Responsibilities: Item 15 of its Terms of Reference details the responsibilities of the AAC. Activities associated with those responsibilities and issues identified follow.
10. The AAC reviewed and made recommendations on UNFPA’s Oversight Policy and Accountability Framework to align it with leading international practices and to ensure that the role of the AAC, including its independence, relationship with the Executive Board, and appointment procedures were clarified, in accordance with the recommendation to the Executive Board dated 22 June 2007, Item 17. Internal audit and oversight: UNDP, UNFPA and UNOPS. 

11. The AAC reviewed and supports UNFPA’s ongoing revisions to the Integrated Internal Control Framework that provides guidance with respect to control and accountability of UNFPA’s operations particularly at the country level.

12. The AAC reviewed and supports UNFPA’s actions to prevent fraud by implementing an anti-fraud programme, creating an Ethics Office, adopting a whistle-blower protection policy and establishing a fraud hotline. The AAC is kept regularly apprised of the results of these activities. 

13. The AAC supports UNFPA’s ongoing efforts to develop service indicators to measure the quality of and improve the services that UNDP provides to UNFPA through its Service Level Agreement with UNDP.

14. The AAC is briefed regularly on the adoption of the International Public Sector Accounting Standards (IPSAS) by UNFPA. The AAC recognizes the UNFPA-wide implications of the implementation of IPSAS both on financial reporting and the underpinning financial policies as well as on organizational management and culture. The AAC further understands the relationship between UNFPA and UNDP in which meeting the implementation milestones of the IPSAS project is dependent on UNDP’s information system. The AAC encourages UNFPA’s continued updates on the IPSAS implementation plan including costs, benefits and implications on and coordination with other UNFPA initiatives such as Atlas upgrades and regionalization. 

15. The AAC is kept abreast of UNFPA’s reorganization efforts. UNFPA management has discussed the challenges associated with its implementation and the AAC supports the additional policies and other actions put in place to mitigate the risks identified. 

16. To augment its understanding of UNFPA’s mission and reorganization efforts, the AAC has recommended that its members participate in field visits to strengthen their knowledge of UNFPA’s operations. One member did initiate some outreach activities in 2007, visiting two of UNFPA’s field offices. With the concurrence of the Executive Director, AAC plans to visit a field location in 2008.

17. The organizational structure of the Division of Oversight Services (DOS) was reviewed as part of the reorganization of UNFPA, and the AAC supports the strengthening of capacity to continue to ensure sufficient coverage in internal auditing, evaluation and investigation work at UNFPA. Strengthening of capacity is not necessarily related to the number of people but also to the quality of people within DOS.

18. The AAC recommended approval in principle of the UNFPA – DOS Oversight Plan for 2008, and recommended that DOS’s risk-model be extended to include Headquarters’ operations in addition to the current risk universe of country offices, subregional offices and country technical teams.

19. The AAC regularly reviews the status of management actions to implement recommendations made as a result of UNFPA’s oversight activities. UNFPA management and DOS are committed to discussing with AAC on a regular basis, actions taken to mitigate risks identified in business and programme processes, and pervasive or systemic issues that could impact on meeting UNFPA’s overall objectives. 

20. The AAC meets regularly with the United Nations Board of Auditors to share relevant information and to ensure overall audit coverage of UNFPA, including the work performed by DOS.

21. The AAC is briefed regularly on UNFPA’s actions to implement the recommendations made by the Board of Auditors and supports UNFPA’s efforts to implement the recommendations in a systematic and ongoing manner.

22. The AAC is kept informed regarding concerns noted on Nationally Executed (NEX) projects in the Report of the Board of Auditors to the General Assembly on the accounts of the United Nations Population Fund for the biennium ended 31 December 2005. 

23. Additional concerns regarding NEX projects continued to be raised during 2007. In this respect, the Committee supports the efforts of the UNFPA to strengthen management controls and practices at the local and Headquarters’ levels. By doing so, management takes direct and full responsibility for improved planning and monitoring processes, and ensures that capacity development issues are addressed, as required. 

24. The AAC reviewed UNFPA’s 2006 annual unaudited financial statements prior to their finalization, and recommended some revisions for clarity. As a result of this review, the AAC has positioned itself to contribute fully in the review of the 2006-2007 biennial financial statements, as required by its Terms of Reference. However, it should be noted from Item 16 of the AAC’s Terms of Reference that “…it is not the duty of the AAC …” to determine that the UNFPA’s financial statements and disclosures are complete and accurate and are in accordance with applicable accounting principles and rules and regulations.”

Recommendation

25. The Audit Advisory Committee of the UNFPA expresses support for the continued strengthening of accountability and assurance processes in UNFPA.
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