
Agenda Item 134

Activities of the Independent Audit Advisory Committee for the period

1 August 2012 to 31 July 2013

Report of the Independent Audit Advisory Committee (A/68/273)

Statement by J. Christopher Mihm

Chairman, Independent Audit Advisory Committee

7 October 2013

Mr. Chairman, distinguished delegates

I have the honour to introduce the annual report of the Independent Audit

Advisory Committee (the Committee), A/68/273 on its activities for the period 1 August

2012 to 31 July 2013. This report was prepared in accordance with the Committee's

terms of reference as set out in the annex to the General Assembly resolution 61/275.

This is the Committee's sixth annual report.

The Committee is dedicated to working strictly within the terms of reference,

using it to guide the scope and extent of our work. The Committee members, namely Mr.

Vadim Dubinkin (Russian Federation), Vice Chairman; Mr. John F. S. Muwanga

(Uganda); Mr. Vinod Rai (India); Mr. Adrian Strachan (Jamaica); and I are fully

connnitted to fulfilling the responsibilities of this Committee.

During the reporting period, the Committee continued its practice of meeting with

a broad range of key United Nations stakeholders, including representatives of Member

States, the Secretary-General, the Chef-de-Cabinet, the Advisory Committee on



Administrative and Budgetary Questions, the Board of Auditors, and the Joint Inspection

Unit. The Committee also met routinely with the Under-Secretaries-General for Internal

Oversight Services and for Management or their representatives at every session. We are

pleased to report that the Committee has received adequate access to the individuals,

documents and reports that we deemed necessary to conduct our work.

Mr. Chairman, distinguished delegates, turning to the results of our activities,

since its inception, the Committee has made a number of recommendations most of

which have been endorsed by the General Assembly. The Committee consistently

monitors the implementation of its recommendations and has noted that the Secretariat

continues to implement the approved recommendations of the Committee. The

Committee looks forward to providing further advice on these issues to the General

Assembly. There are a few issues, however, that the Committee wishes to highlight in

this introductory statement:

Implementation of oversight body recommendations- Under its terms of

reference, the Committee, is required to advise the General Assembly on measures to

ensure the compliance of management with oversight body recommendations. The

Committee believes that the quality of recommendations from oversight bodies, and

management's progress in addressing them are critical elements of an effective internal

control system. If the weaknesses identified by oversight bodies are properly addressed

by management, one should expect to see a more accountable, effective, and responsive

organization. The Committee believes that this is an important accountability tool.

The Committee continues to note improvement in the rates of implementation of

oversight body recommendations and believes that this is a step in the right direction.

However for this to translate into an essential element of accountability, such

recommendations must be of high quality, add value and be implemented in a timely

manner.
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With regards to the Board of Auditors, Management has taken commendable

action to implement the Board's recommendations. Nonetheless, an overall 45 percent

implementation rate for 2010/2011, however, shows plenty of room for improvement.

The Board notes that some of its more strategic recommendations take time to

implement. We agree of course, but this does not diminish the need for management to

be aggressive in responding to the Board's findings and recommendations.

The Committee continues to dialogue with the Board of Auditors and other

oversight bodies on issues of common interest. For instance, in our previous report, the

Committee had noted a sharp reduction in the number of recommendations issued by the

Board in its financial statements. In the discussion with the oversight bodies, the

Committee wanted to know whether there was correlation between the observed trend

and the effectiveness of the internal control framework of the Organization. The Board

informed the Committee and subsequently noted in its recent report A/68/163 that the

decrease in the number of recommendations was not a reflection of the Board's opinion

as to whether internal controls had improved.  Rather it reflected ongoing commitment

of the Board to highlight more important and strategic recommendations. The same

sentiments were expressed by OIOS when it decreased the numbers of recommendations

in its reports

Turning now to OIOS' recommendations: As the Committee noted in last year's

report, OIOS changed the way its recommendations are classified and followed up. Under

this new arrangement, recommendations considered to be critical are followed up on a

quarterly basis, while those categorized as important ones are followed up annually. The

Committee noted an increasing trend of critical past due recommendations per quarter. It

is important to keep in mind that the expected implementation dates are set by

Management. It is not clear at this point which of the unimplemented recommendation

may have suffered from unrealistic completion dates being set and which of those were

affected  by  factors  beyond  management's  control.  The  Committee  therefore,

recommends that the Management Committee addresses the root cause of this problem,
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and ensure that programme managers adhere to the target dates they set for implementing

oversight bodies' recommendations.

With respect to the Joint Inspection Unit recommendations, the Committee was

pleased to note the continued improvement in both the acceptance and implementation

rates by Management.

Mr. Chairman, distinguished delegates

Let me now turn to the findings related to risk management and internal control

framework, the second broad area of our mandate.

The Committee continues to see steady interest in the implementation of the

Enterprise Risk Management (ERM) by Management. However, consistent with

paragraph 24 of General Assembly resolution 66/257, and paragraph 32 of ACABQ

report A/6776, the Committee reconamends that the Organization systematically identify

the key risks that need to be brought to the attention of the General Assembly as a matter

of priority.

The Committee also noted continued progress by the risk management champions

such as CMP, DFS and OCHA in moving toward systematically integrating risk

management into their operations. Although these Departments and Offices are at

different stages in implementing ERM, the Committee believes that they are moving in

the right direction.  The Committee will continue to follow up with these and other

entities to review their progress.

On this note, in order to get a better picture of the status of implementation of

enterprise risk management in the Secretariat, the Cmmnittee, in its prior report,

recommended that the Secretary-General undertake a comprehensive review and submit a

report to the General Assembly on the status of the enterprise risk management system in

the Secretariat based on the 10 benchmarks identified by the Joint Inspection Unit. This



is important because it would help to set a baseline from which future progress could be

measured as well as identify priority areas for attention.  Accordingly, the Committee

looks folwcard to receiving updates on the status of this important effort.

Furthermore, the Committee also believes that one of the more important

elements of an effective ERM is that it helps to break down organizational "silos" and

provide an organization-wide perspective. A silo-based approach to risk management

may result in situations where a risk mitigation strategy by one department affects

another department's ability to effectively execute its mission. The Committee therefore

recommends that Management undertake a coordinated effort to integrate risk

management throughout the various departments.

Mr. Chairman, distinguished delegates,

Now let me turn to the third part of the Committee's mandate concerning the

effectiveness, efficiency and impact of the audit activities and other functions of the

Office of Internal Oversight Services.

In regards to the workplan and budget of the OIOS for 2012-2013, most of our

recommendations regarding the workplan of OIOS were made in the context of our

reports on the Support Account and the Regular budgets.

Specifically, the Committee recommended that OIOS should:

•  place more emphasis on mission-based procurement given the high level

of procurement done in the field

•  ensure that it completes its work in a timely manner so that decision

makers have the information they need, when they need it.

•  continuously exanaine and, as appropriate update, its risk assessment

process for targeting its efforts and resources

•  address the extended delay in completing investigations. In this report, the

Committee accordingly recommends that OIOS develop a concrete plan of

action to address this matter.
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*  avoid silos among its three Divisions.

In its prior reports, the Committee noted the high vacancy rates that prevailed in

OIOS. The Committee has since observed a significant improvement in the vacancy

situation which has declined fi'om a high rate of 21.5 percent reported in 2011 to 14

percent as at 30 June 2013. This is real progress. The challenge now is to translate that

real improvement into a more complete execution of its work programme. However,

OIOS continues to be plagued by high carry-over of assignmextts and long durations of

others--hence the Committee's recommendation that OIOS should ensure congruence

between budget execution and program delivery.

In its previous report A/67/259, the Committee had reported that the Internal

Audit Division had made progress in implementing the recommendations of the external

assessment that was conducted in 2011. During the course of this year, the Committee

was informed that the external assessment of the two remaining divisions had been

completed. The Committee noted that all but one of the recommendations pertaining to

Internal Audit Division had been implemented. For the other two divisions, the

Committee was informed that efforts were underway to implement the respective

recommendations.  As far as Investigation Division is concerned, the Committee

recommended that implementation of the external review recommendations take into

account the report requested by the General Assembly on strengthening investigations.

In this respect, the Committee recalled its previous recommendations regarding the

finalization of the terms of reference requested pursuant to General Assembly resolution

62/247. The Committee notes Management's efforts including the completion of the

work of the task force, and looks forward to further developments in this regard.

With respect to strengthening investigation, the Committee recalled its long

outstanding recommendation that Investigation Division incorporate a proactive approach

to its investigation work. This is all the more important in light of the extremely low

levels of procurement/vendor related investigations. In its report of last year, the

Committee questioned whether that phenomenon was due to improved controls or the
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absence of a robust fraud detection system. This led the Committee to recommend that

OIOS, as a matter of priority, include risk-based workplan in the Investigation Division

budgets.  While the Committee was pleased to subsequently hear that a proactive

investigation unit had been established in OIOS, it remains concerned at the slow

progress regarding this important aspect of its work and recommends that OIOS

demonstrates concrete development in this area.

Mr. Chairman, distinguished delegates

Now allow me to turn to the fourth aspect of the Committee's mandate

concerning financial reporting. Consistent with its terms of reference, the Committee

inter-alia advises the General Assembly on the appropriateness of accounting policies and

disclosure practices and to assess changes and risks in those policies. The Committee

continues to be engaged with Management on the various reform initiatives including the

implementation of the International Public Sector Accounting Standards (IPSAS).

With regards to IPSAS, the Committee acknowledges the dialogue that

Management continues to have with the Board of Auditors and other oversight bodies

especially in areas where IPSAS is silent or non-prescriptive on the treatment of an issue.

The Committee believes that in such instances the Secretariat may have to take duly

justified management decisions.

As for Umoja, in spite of the recent progress to date, the Committee was informed

that the project remained a high-risk undertaking. The Committee therefore recommends

that Management continues to identify and manage the key risks to the Umoja project

achieving its objectives.

The Committee's detailed comments on these issues are contained in the report

and I will be happy to answer any follow up questions during the informal sessions.

On behalf of the members of the Committee, I thank you Mr. Chairman.
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