INTERNATIONAL TELECOMMUNICATION UNION

Document MBG-03/4-E
5 June 2009
English only

MANAGEMENT AND BUDGET GROUP
OF THE COUNCIL (MBG)

GENEVA — THIRDMEETING — 12 JUNE 2009

CONTRIBUTION BY THE UNITED STATES OF AMERICA

Attached is a contribution by the United States of America on the establishment of an
independent External Audit Committee.



udit Committee

In 2007, this committee considered the question of whether or not the
International Telecommunication Union should establish an audit
committee. Before and since that time, WMO, WIPO, ILO, ICAO, UNHCR
now have audit committees. The WHO will have considered the question at
its May Executive Board Meeting,

The United States suggests that the [TU Financial Regulation Committee
consider this issue again. To assist the discussion, we submit to the
Committee a position paper adopted by the Representatives of the Internal
Audit Services (RIAS) recommending that UN agencies develop audit
committees. In addition, we attach the Institute of Internal Auditors (IIA)
endorsement of that RIAS position paper noting that

The 1A “ definitely agree[s] that independent audit committees are an essential part of an
effective governance process within every organization and we commend the overall RIAS’
recommendation that audit committees should be implemented in all entities of the United
Nations system. We also commend RIAS for developing a tool to aid their members in
establishing an effective independent audit committee.”

We suggest that the group discuss possible options for developing an
appropriate independent external audit committee for the ITU and bearing in
mind the function and structure of audit committees at other UN agencies.
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David A. Richards

@ ® Certified Internal Auditor
. A President

The Institute of
Internal Auditors February 27, 2008

Representatives of Internal Audit Services (RIAS)
United Nations Organizations and Multilateral Financial Institutions

Via e-mail: Min, Byung-Kun — WG Facilitator, min2@un.org

RE:  RIAS Position Statement
Principles and Practices of Audit Committees

Dear Sir/Madam:

The Institute of Internal Auditors (IIA) appreciates the opportunity to respond to the position
statement Principles and Practices of Audit Committees. We definitely agree that independent
audit committees are an essential part of an effective governance process within every
organization and we commend the overall RIAS’ recommendation that audit committees
should be implemented in all entities of the United Nations system. We also commend RIAS
for developing a tool to aid their members in establishing an effective independent audit
committee.

To strengthen and clarify the responsibilities and/or operations of audit committees, we have
the following recommendations and suggestions for your consideration.

OVERALL

Evaluating and promoting proper governance and high ethical standards; monitoring the tone
at the top; and overseeing the organization’s ethical environment should be specifically
included as a purpose of the audit committee.

RISK AND CONTROLS

Include internal audit in statement that “the audit committee should review with management
and the external auditors the effectiveness of the entity's internal controls ...” Including the
internal audit activity aids them in keeping abreast of the key risks of the organization.

INTERNAL AUDIT/OVERSIGHT

O The audit commitiee should require that the internal audit activity be conducted in
accordance with the International Standards for the Professional Practice of Internal
Auditing (Standards) - this includes having a Quality Assurance and Improvement
Program in place. The Standards are the basic principles required to provide effective
internal audit services.
O The committee should review the results of the Quality Assurance and Improvement
Program, including internal or external quality assessments, and as necessary; ensure that
remedial action is taken.
[ Ensure that the internal audit activity has access to the audit committee and encourage
communications beyond scheduled committee meetings.
Global Headquarters [0 Ensure that the internal audit activity includes an assessment of compliance and ethics risk
247 Maitland Avenue in their audit plan.
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EXTERNAL AUDIT
Clarify that the audit committee should establish a direct reporting relationship with the external
auditors.

VALUES AND ETHICS
0 Ensure that a fraud prevention and detective program is established.
O Ensure that the board receives a copy of the code of conduct and related training.

The ITA welcomes the opportunity to discuss these recommendations with you. In addition, as
requested we have attached further reference material related to audit committees. If The IIA
can be of further assistance, please contact me.

Best Regards,

SINCTIN

David A. Richards, CIA

About The Institute of Internal Auditors

The ITA is the global voice, acknowledged leader, principal educator and recognized authority of
the internal audit profession and maintains the International Standards for the Professional
Practice of Internal Auditing (Standards). These principles-based standards are recognized
globally and are available in 25 languages. The IIA represents more than 140,000 members
across the globe, and has 247 affiliates in 92 countries that serve members at the local level.



