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Audit of cash management in the Secretariat of the  
United Nations Joint Staff Pension Fund  

 
EXECUTIVE SUMMARY 

 
The objective of the audit was to assess the adequacy and effectiveness of governance, risk 
management and control processes over management of cash by the United Nations Joint Staff 
Pension Fund (UNJSPF) Secretariat.  The audit covered the period from 1 January 2015 to 29 
February 2016 and it included the management of the cash inflows and outflows that were mainly 
composed of contributions, benefits, operational expenses, and transfers to the Investment 
Management Division of UNJSPF.  
 
Overall, the procedures used by the UNJSPF Secretariat for managing its short-term liquidity 
requirements were adequate.  OIOS made two recommendations concerning the need for the UNJSPF 
Secretariat to: 
 

 Update its procedures for reconciliation of monthly contributions and ensure that the 
reconciliation of contribution receipts and contribution statements are conducted on a 
monthly basis; and 

 Remove the contract provision relating to offshore banking services in view of the special 
status of the United Nations. 

 
The UNJSPF Secretariat accepted the recommendation on updating of procedures for reconciliations 
and initiated action to implement it.  However, the UNJSPF Secretariat did not accept the second 
recommendation.  OIOS maintains that the contract provision relating to offshore banking should be 
removed in view of the risk to the reputation of the United Nations.  This unaccepted 
recommendation may be reported to the United Nations Joint Staff Pension Board and the General 
Assembly indicating management’s acceptance of residual risks. 
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Audit of cash management in the Secretariat of the  
United Nations Joint Staff Pension Fund 

 
I. BACKGROUND 

 
1. The Office of Internal Oversight Services (OIOS) conducted an audit of cash management in the 
Secretariat of the United Nations Joint Staff Pension Fund (UNJSPF or the Fund). 
 
2. The Fund comprises the Secretariat, with the responsibility for pension plan administration, and 
the Investment Management Division (IMD), with the responsibility for the investment of the Fund’s 
assets.   
 
3. At the end of 2015 the Fund had 126,892 active participants and it was processing 71,474 
benefits.  The expenditure for periodic and one-time benefits was about $200 million per month. In 2015, 
the total value of contributions from 23 member organizations was about $2.3 billion. 
 
4. The Financial Servicing Section of the UNJSPF Secretariat was responsible for cash management 
functions.  UNJSPF used 22 operating accounts in three different banks.  The bulk of benefit payments 
(85 per cent of the total) were made through one major bank (hereafter referred to as “Bank A”).  
 
5. Comments provided by the UNJSPF Secretariat are incorporated in italics.  

 
II. AUDIT OBJECTIVE, SCOPE AND METHODOLOGY 

 
6. The objective of the audit was to assess the adequacy and effectiveness of UNJSPF governance, 
risk management and control processes over the management of cash by the Fund Secretariat.   
 
7. This audit was included in the 2016 OIOS risk-based work plan due to the risks associated with 
managing significant volume of cash flows and high amount of cash balances.   
 
8. OIOS conducted the audit from February to June 2016.  The audit covered the period from 1 
January 2015 to 29 February 2016.  The acquisition of the banking worldwide banking services (from 
2012 to 2014) was also included in the scope as the contract was still valid at the time of the audit.  Based 
on an activity-level risk assessment, the audit covered higher and medium risk areas in cash management, 
which included management of the cash inflows and outflows that were mainly composed of 
contributions, payments of benefits, payments related to operational expenses, and transfers to IMD of 
UNJSPF.  
 
9. The audit methodology included: (a) interviews of key staff; (b) walk-through of processes and 
systems established to manage cash; (c) review of payment of selected weekly and monthly benefits; (d) 
review of banking arrangements; (e) review of bank reconciliations, bank charges and fees; and (f) review 
of relevant reports, documentation and records relating to cash management. 
 

III. OVERALL CONCLUSION 
 
10. Overall, the procedures used by the UNJSPF Secretariat for managing short-term liquidity 
requirements were adequate.  However, the Secretariat needed to: (i) update its procedures for 
reconciliation of monthly contributions and ensure that the reconciliation of contribution receipts and 
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contribution statements are conducted on a monthly basis; and (ii) remove a contract provision relating to 
offshore banking services in view of the special status of the United Nations. 
 

IV. AUDIT RESULTS 
 
Cash flow management of weekly/monthly payments was satisfactory 
 
11. Cash flow management is a key aspect of financial management that enables a business to plan its 
future cash requirements, ensure liquidity and manage its cash effectively.   
 
12. The UNJSPF Secretariat’s cash inflows consisted of contributions from member organizations, 
and cash outflows mainly involved monthly/weekly payments to beneficiaries and payments for other 
administrative services.  The Fund Secretariat received contributions from 31 reporting organizations and 
after reserving about $10 million for weekly and administrative expenses, transferred the surplus to 
custodian bank of IMD.  At the middle of each month, the Cashier’s Office received monthly payroll 
reports with details of benefit payments from the Payments Unit.  Using a spreadsheet, the Cashier’s 
Office determined the required amount of cash in United States dollars (USD) and foreign currencies, and 
then requested funding from IMD one week in advance of the value date of the payments.  Overall, these 
tools were adequate for managing cash for weekly/monthly payments.  The daily average balance of cash 
in the contributions account was $39 million for the year 2015.  Taking into account the low interest rate 
in the market, this balance was not deemed to be significant.  OIOS therefore concluded that the 
procedures in place for managing the Fund’s weekly/monthly payments were satisfactory. 
 
Need to improve monitoring of monthly contributions 
 
13. The UNJSPF Secretariat received monthly contributions from 31 reporting entities on a monthly 
basis, totaling about $180 million per month.  Regular reconciliation of these contributions is required to 
prevent accumulation of discrepancies or errors.  
 
14. These monthly contributions were sent to the Fund’s account with Bank A.  Member 
organizations also sent a contribution statement to the Fund Secretariat each month showing the amount 
of payment and other related details.  The Accounts Unit, which was responsible for monitoring 
contributions, had developed a pension contribution remittance reconciliation file in a spreadsheet to 
record expected contributions (as indicated in the monthly contribution statements) and actual 
contributions received, and take action on discrepancies, if any.  OIOS review of this file for 2015 showed 
that some data was missing, i.e., bank deposit dates for contributions from August 2015 onwards, and 
there were some erroneous figures in the file.  This file was on the common drive of the Accounts Unit to 
which all Unit staff had access, making it vulnerable to error.  Also, four organizations, (i.e., the United 
Nations Children’s Emergency Fund, the Food and Agriculture Organization, the International 
Telecommunication Union and the World Intellectual Property Organization) did not send any monthly 
contribution statements in 2015; and some statements were missing for three organizations (i.e., the 
International Centre for the Study of the Preservation and Restoration of Cultural Property, the 
International Tribunal for the Law of the Sea, and the United Nations Relief and Works Agency for 
Palestine Refugees in the Near East). 
 
15. The Accounts Unit attributed these shortcomings to a vacancy in the professional category; this 
position had the responsibility to monitor monthly contributions but was vacant for a long time.  
Additionally, the Fund Secretariat had changed its accounting system in August 2015 to the Integrated 
Pension Administration System (IPAS), which posed some challenges in collecting relevant data for 
monitoring of contributions.  Further, other priorities of the Fund Secretariat in 2015 and 2016 affected 
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the allocation of resources to the Unit.  OIOS noted that there were no updated procedures on monitoring 
of monthly contributions with defined responsibilities.  This also contributed to the deficiencies noted. 
 
16. In the absence of monthly contribution statements, the Secretariat may not be able to identify and 
take timely action on discrepancies until the year-end, when the Accounts Unit conducts its year-end 
reconciliation of contributions. 
 

(1) The UNJSPF Secretariat should update its procedures for reconciliation of monthly 
contributions and ensure that the reconciliation of contribution receipts and contribution 
statements are conducted on a monthly basis. 

 
The UNJSPF Secretariat accepted recommendation 1 and stated that the Fund updated its 
procedures to ensure the reconciliation and monitoring of monthly contributions remittances.  
Recommendation 1 remains open pending receipt of the implementation of the first monthly 
reconciliation of contributions in accordance with the updated procedures. 

 
Bank reconciliations were reviewed by supervisors 
 
17. Bank reconciliation was an essential control for safeguarding of assets. As part of four-eyes 
principle, or two-person rule, bank reconciliations in the UNJSPF Secretariat were reviewed by the 
supervisor of the staff, or another staff. 
 
18. OIOS reviewed bank reconciliations for 22 accounts for the months of August and December 
2015 and determined that reconciliations for 4 accounts were not reviewed by a staff other than the one 
who prepared the reconciliation.  The Fund Secretariat explained that this was due to other operational 
priorities in the Fund, and later provided evidence showing that reconciliations for the identified accounts 
have been reviewed by the concerned supervisor.  Therefore, no recommendation was made.  
 
Segregation of duties in the payment of benefits was adequate 
 
19. The Fund made payments of approximately $200 million for weekly and monthly benefits each 
month.  About 98.5 per cent of the total amount of benefit payments went through three banks, i.e., 
through direct deposit and electronic funds transfer, and the rest was distributed by the United Nations 
agencies in the field.  The portion of payments made through cheques was less than 2 per cent (or 0.06 per 
cent of the total amount of benefit payments). 
 
20. OIOS selected and reviewed weekly and monthly benefit payments for the months of August and 
December 2015.  The Payments Unit of the Financial Services Section prepared the payroll (benefit) 
report; it was certified by the Chief of Payments and approved by the Chief Financial Officer before 
submission to the Cashier’s Office.  The payment batch was submitted to the banks through the bank 
interface system after authorization by two staff in the Cashier’s Office.  OIOS verified that the numbers 
and amounts of payments for the selected two months matched with those prepared by the Payments Unit.  

 
21. For payments made by cheque, the cheques were printed in the Cashier’s Office with two digital 
signatures and the cheque details were submitted to the bank to prevent fraud.  OIOS reconciled the 
cheques issued by the Cashier’s Office with the payroll report prepared by the Payments Unit for the 
months of August and December 2015 and found no discrepancies.  OIOS therefore concluded that there 
was adequate segregation of duties in the payment of benefits. 
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Bank fees were monitored regularly 
 
22. The Cashier’s Office was in charge of reviewing bank fees and charges.  During 2015, the Fund 
paid annual fees for banking services in the amounts of $818,229, $17,975 and $36,846 to three banks. 
The Cashier’s Office verified the accuracy of fees for major accounts every month and compared the total 
amount of fees with the figures of previous months to identify any significant variances.  OIOS therefore 
concluded that the existing controls for monitoring bank fees and charges were adequate.  
 
The contract provision on offshore investment services posed reputation risk  
 
23. Section 7 of the Convention on the Privileges and Immunities of the United Nations provides that 
the United Nations and its subsidiary organs, including UNJSPF, were exempt from all direct taxes. 
 
24. The banking services agreement with Bank A included a provision on offshore investment 
vehicles which stated that if the United Nations selects certain investment vehicles, the provision shall 
apply. 
 
25. OIOS queried the need for such a provision because the United Nations is exempt from taxes. 
The Fund Secretariat stated that it never used this investment vehicle, and the contract was established 
between the Office of Legal Affairs and Bank A.   The Office of Legal Affairs stated that the provision 
had been inserted by Bank A and it appeared to be generic for all their clients. 
  
26. OIOS is of the view that such a provision, even though not exercised, exposes the Fund to legal or 
compliance risks due to the potentially conflicting interests of offshore accounts and those of the Fund. 
This also poses a significant risk to the reputation of the United Nations. 
 

(2) The UNJSPF Secretariat, in consultation with the Office of Legal Affairs, should remove 
the contract provision relating to offshore banking services. 

 
The UNJSPF Secretariat did not accept recommendation 2 stating that although not urgent or 
needed, the Fund might consider removing this provision in a future revision of the contract.  The 
Fund also stated that banking contracts included generic provisions that were standard in the 
industry and had no impact on the Fund as they were not exercised.  Further, the Fund did not use 
offshore accounts and therefore, they were not exposed to legal or compliance risks.  OIOS is of the 
view that even if the contract provision in question is an industry standard that may be routinely 
included in contracts with other parties/clients, it should not have a place in a contract signed by the 
United Nations in view of the latter’s special status. The inclusion of such a provision poses a risk to 
the reputation of the Organization.  OIOS therefore maintains that this contract provision should be 
removed.  This unaccepted recommendation may be reported to the United Nations Joint Staff 
Pension Board and the General Assembly indicating management’s acceptance of residual risks. 

 
The contract for banking services was not based on the ‘best value for money’ principle 
 
27. UNJPSF used the services of the United Nations for procurement of goods and services.  The 
United Nations Financial Regulations and Rules and the Procurement Manual provide guidance on 
procurement principles and procedures. 
 
28. OIOS reviewed the procurement case file relating to the establishment of the worldwide banking 
services agreement signed in August 2014 between the United Nations (for and on behalf of UNJSPF) 
and Bank A and noted the following:  
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a. In its deliberations on 8 March 2012, the Headquarters Committee on Contracts (HCC) 
expressed concern that despite several attempts by the Procurement Division, the Fund’s assertion 
that the proposal of the recommended vendor (Bank B) included “hidden fees” remained unclear. 
HCC noted that Bank B was technically capable of providing the services and was the winner 
based on the ‘best value for money’ principle.  HCC also expressed particular concern that the 
Statement of Work was tailored to the current incumbent’s (Bank A) banking agreement with the 
United Nations, which raised issues with regard to fairness to the other vendors in the solicitation 
exercise.  In conclusion, HCC recommended approval of the Procurement Division’s proposal to 
reject all proposals received and authorize the Procurement Division to enter into negotiations 
with Bank B on the basis that it received the highest ‘best value for money’ score and because of 
the $1 million price difference between the offer of Bank B (at $2.8 million for a three-year 
period) and that of Bank A (at $3.8 million). 
 
b. In response to the recommendation by HCC, the former Chief Executive Officer (CEO) of 
Fund stated that he could not agree with the recommendation due to: (i) potential (unseen) 
charges to retirees; (ii) failure of Bank B to pass the Federal Reserve Bank’s stress test; and (iii) 
the lower credit rating of Bank B.  He therefore decided to enter into contract with the incumbent 
service provider (Bank A).  

 
29. There was no evidence of any hidden or unseen charges in the proposal submitted by Bank B.  
Additionally, the other concerns raised by the CEO about Bank B were not part of the technical 
evaluation criteria.  Therefore, OIOS is of the view that the former CEO’s decision to overrule the HCC 
recommendation and incur an additional expenditure of $1 million over a three-year period was not 
adequately substantiated. 
    

30. Since this issue relates to governance arrangements in the area of procurement, no 
recommendation is being made in the present report.  OIOS will keep this matter under review and 
address it as appropriate when the governance arrangements for procurement of goods and services for 
the Fund are audited at a future date. 
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(Signed) Eleanor T. Burns
Director, Internal Audit Division 

 Office of Internal Oversight Services



ANNEX I 
 

STATUS OF AUDIT RECOMMENDATIONS 
 

Audit of cash management in the Secretariat of the United Nations Joint Staff Pension Fund  
 

 
Rec. 
no. 

Recommendation 
Critical1/ 

Important2 
C/ 
O3 

Actions needed to close recommendation 
Implementation 

date4 
1 The UNJSPF Secretariat should update its 

procedures for reconciliation of monthly 
contributions and ensure that the reconciliation of 
contribution receipts and contribution statements 
are conducted on a monthly basis. 

Important O Receipt of the first monthly reconciliation of 
contributions in accordance with the updated 
procedures. 

31 December 2016 

2 The UNJSPF Secretariat, in consultation with the 
Office of Legal Affairs, should remove the contract 
provision relating to offshore banking services. 

Important C Closed without implementation based on 
management’s acceptance of residual risk. 

Not applicable 

 
 
 

                                                 
1 Critical recommendations address critical and/or pervasive deficiencies in governance, risk management or control processes, such that reasonable assurance 
cannot be provided with regard to the achievement of control and/or business objectives under review.  
2 Important recommendations address important (but not critical or pervasive) deficiencies in governance, risk management or control processes, such that 
reasonable assurance may be at risk regarding the achievement of control and/or business objectives under review.   
3 C = closed, O = open  
4 Date provided by UNJSPF in response to recommendations.  



 

  

 
 
 
 
 

APPENDIX I 
 
 

Management Response 
 
















