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AUDIT REPORT

Audit of the Regional Service Centre in Entebbe’s eparedness for the
implementation of International Public Sector Accounting Standards

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of the Regional Service
Centre in Entebbe’s (RSCE) preparedness for thelemmgntation of International Public Sector
Accounting Standards (IPSAS).

2. In accordance with its mandate, OIOS provides as®gr and advice on the adequacy and
effectiveness of the United Nations internal canggstem, the primary objectives of which are teer

(a) efficient and effective operations; (b) accertancial and operational reporting; (c) safeduay of
assets; and (d) compliance with mandates, regonkatiad rules.

3. The General Assembly, in its resolution 60/283,rappd the adoption of IPSAS by the United
Nations as part of the system-wide effort to mavariore robust, internationally recognized financial
reporting. The first set of IPSAS-compliant finaalctatements for peacekeeping operations to bedss
is for the period ending 30 June 2014.

4, The RSCE is a vehicle for the implementation of thaited Nations Global Field Support
Strategy, which provides shared services includingumber of administrative and financial support
functions previously performed by the following simns in East Africa:

» United Nations Integrated Peacebuilding Officehiea €entral African Republic (BINUCA);

» United Nations Office in Burundi (BNUB);

» United Nations Organization Stabilization Missian the Democratic Republic of Congo
(MONUSCO);

» African Union-United Nations Hybrid Operation in ibar (UNAMID);

* United Nations Interim Security Force for Abyei (LBYA);

» United Nations Mission in the Republic of South &udUNMISS); and

* United Nations Support Office for the African Unibhssion in Somalia (UNSOA).

5. The RSCE did not have any assets, and it usedsasstte missions it supported. The following
main services provided by the RSCE were expectdx impacted by the implementation of IPSAS: (a)
the preparation of trial balances and financiabtinfation; (b) processing of financial transacticas (c)

the maintenance of staff entitlements records,udfiog education grant, annual leave, rest and
recuperation, and home leave.

6. Comments provided by RSCE are incorporated ircgal

.  OBJECTIVE AND SCOPE

7. The audit was conducted to assess the adequacefteudiveness of RSCE governance, risk
management and control processes in providing nedd® assurance regarding thedfective
management of the RSCE’s preparedness for IPSAS irfgmentation.

8.



9. The audit was included in the 2013 OIOS risk-basedk plan because the implementation of
IPSAS is a significant undertaking with substarfir@ncial reporting and reputational risks.

10. The key controls tested for the audit were: (aulatpry framework; (b) joint and coordinated
oversight; and (c) training and development pl&s.the purpose of this audit, OIOS defined these k
controls as follows:

(@) Regulatory framework - controls that provide reasonable assurance pblaties and
procedures: (i) exist to guide the IPSAS implemeona activities; (i) are implemented
consistently; and (iii) ensure the reliability aintegrity of financial and operational reporting.

(b) Joint and coordinated oversight- controls that provide reasonable assurance ghat
joint, coordinated oversight mechanism exists lieritmplementation of IPSAS.

(© Training and development plans- controls that provide reasonable assurance that
training and development plans for IPSAS implemigornaexist to ensure that staff skills and
competencies are upgraded/updated in accordanic¢heilemands of their jobs.

11. The key controls were assessed for the controktbgs shown in Table 1.

12. OIOS conducted this audit from February to May 20T8e audit covered the period from 1 July
2010 to 30 April 2013.

13. OIOS conducted an activity-level risk assessmendeatify and assess specific risk exposures,
and to confirm the relevance of the selected kemtrots in mitigating associated risks. Through
interviews, analytical reviews and tests of costr@IOS assessed the existence and adequacy rofinte
controls and conducted necessary tests to detetheiecsffectiveness.

lll.  AUDIT RESULTS

14. The RSCE governance, risk management and conwokpses examined were initially assessed
as partially satisfactory in providing reasonable assurance regardingeffextive management of the
RSCE's preparedness for IPSAS implementation OIOS made two recommendations to address issues
identified. The RSCE had established a team to gedPSAS preparedness plans and activitiesadt h
also established and effectively implemented IP$/a$hing plans to ensure that staff were trained to
perform their IPSAS-related tasks. However, RSCEBAB implementation activities were behind
schedule. For example, due to the lack of adeqgestmurces and the large amount of unfinished tasks
inherited from missions, the RSCE did not meetitheluly 2013 deadline for the cleansing of accounts
receivable and accounts payable. BINUCA, BNUB, MCGBQD, UNAMID, UNISFA, and UNMISS had
not updated leave records for periods up to thesgsybefore transferring the functions to the RSCE.
Therefore, RSCE needed to first update the leas@rds before preparing the opening balances.

15. The initial overall rating was based on the assessiof key controls presented in Table 1 below.
The final overall rating ipartially satisfactory as implementation of two important recommendations
remains in progress



Table 1:Assessment of key controls

Control objectives
Efficient and Accurate Corcv?tl;wance
Business objective Key controls . financial and | Safeguarding
effective ) mandates,
! operational of assets .
operations . regulations
reporting
and rules
Effective (a) Regulatory Partially Partially Partially Partially
management of framework satisfactory satisfactory satisfactory satisfactory
the RSCE's (b) Joint and Partially Partially Partially Partially
preparedness for | coordinated satisfactory satisfactory satisfactory satisfactory
IPSAS oversight
implementation (c) Training and Satisfactory Satisfactory Satisfactory Satisfactory
development plans
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Regulatory framework

The establishment of accrued leave, accounts paaa accounts receivable opening balances needed t
be expedited

16. The Department of Management required missiongmaptete establishing the opening balances
for accrued staff benefits, accounts payable anédivable by 15 July 2013. The RSCE was responsible
for performing these tasks on behalf of BINUCA, BBIUMONUSCO, UNAMID, UNISFA, and
UNMISS.

17. At the time of the audit, the RSCE had not completstablishing the opening balances for
accrued staff benefits, accounts payable and atsoeiceivable. The RCSE had initiated the cleansfng
the accounts receivable and accounts payable favilSN, which was the only mission that provided
RSCE with the required posts. UNISFA and MONUSC@ Hatiated the review and cleansing of their
respective accounts payable and accounts receivdbdSOA had not transferred its functions to the
RSCE and was therefore cleansing its accounts. UNDANad not carried out a similar review of its
accounts receivable and accounts payable, and dtgatovided the RSCE with the required documents.
There were no significant accounts receivable aedunts payable for BNUB and BINUCA. Therefore,
the RSCE deferred the cleansing exercises for thesemissions. The RSCE had also initiated the
cleansing of leave records for all missions.

18. Delays in completing these exercises were attribtiwethe lack of adequate resources and the
poor quality of leave records inherited by the RS@iEn MONUSCO, UNAMID and UNMISS. As
indicated above, only UNMISS transferred the rezpiifinance staff to RSCE and therefore, it did not
have any resources to allocate to the establishwfentaff benefits opening balances. However, for
MONUSCO, UNAMID, and UNMISS, the RSCE needed toidatle and update the records for about
3,000 staff for up to three years before estabighhe balances and these three missions had not
provided the RSCE with any resources to complatsehasks.



(1) RSCE should identify additional resources to: (a) pdate leave records related td
BINUCA, BNUB, MONUSCO, UNAMID, UNISFA, and UNMISS’ international staff; and
(b) complete data cleansing exercise related to ammts receivable and payable fof
BINUCA, BNUB, MONUSCO, UNAMID, UNISFA and UNMISS.

RSCE accepted recommendation land stated that it had established a dedicated team to up-date
international staff attendance records in Integrated Management Information System (IMIS) in the
second quarter of 2014. DFSalso stated that the backlog in up-dating leave records was caused by
delays in redeployment of staff files to Entebbe and the multiplicity of systems used by the
Organization to process leave records (IMIS Field Support Suit and Matrix). Nonetheless, RSCE
took measures to address the situation, by bringing on-board additional staff from missions.
Recommendation 1 remains open pending receipt @fepge that: (a) the leave records for
BINUCA, BNUB, MONUSCO, UNAMID, UNISFA and UNMISS ternational staff have been
updated; and (b) the data cleansing exercise delataccounts receivable and payable for BINUCA,
BNUB, MONUSCO, UNAMID, UNISFA and UNMISS has beeonapleted.

B. Joint and coordinated oversight

Guidelines on accounting for jointly owned assetsennsufficient

19. IPSAS requires the recognition, tracking, accowntamd financial reporting of capital assets
including real estate, self-constructed assetsiclest) prefabricated buildings, satellite commuhaa
systems, generators, and network equipment.

20. RSCE had in its possession real estate assetsr(oodstruction) and equipment valued at $3
million that were jointly-owned and/or belongedBINUCA, BNUB, MONUSCO, UNAMID, UNISFA,
UNMISS and UNSOA. Due to the lack of adequate guidait was not clear how and where these assets
should be accounted for. While real estate assdtsei possession of RSCE had been apportionecto th
missions according to the proportion of each missiccontribution and recorded in the respective
missions’ real estate registers, other jointly-odrieformation technology equipment such as blade
servers, computers, etc., were recorded in MONUSC#&¥sets register. As a result, there was no
visibility over the jointly-owned assets used bg fRSCE.

(2) RSCE, in coordination with DFS, should implement masures that enable the Centre tg
effectively manage assets in a manner that ensuresmplete and accurate data.

RSCE accepted recommendation 2 and stated that it was working with DFS to find a common
solution to manage assets. Recommendation 2 remains open pending receipt mfepge that
adequate measures have been implemented to erfaGIEe ® effectively manage assets that ensures
complete and accurate IPSAS compliant balances.

C. Training and development plans

IPSAS training mechanisms were in place

21. The RSCE had established adequate IPSAS trainirdpanesms to ensure that all RSCE staff
would be trained on IPSAS. An IPSAS training plaimseed and it was being implemented. Records of
staff trained and to be trained were also in pl#8AS training modules were mapped for each sectio
and a compliance rate of 90 per cent was set. @e€Cthiefs monitored the adherence to the compliance
level. The RSCE was on target, as far as trainiigstones set by the DFS IPSAS Team. The RSCE had



also identified gaps in training, and a plan hadnbdeveloped to ensure that these gaps were aedress
OIOS concluded that adequate controls were in @adevorking effectively.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX |

Audit of the Regional Service Centre in Entebbe’s ggparedness for the implementation of the Internatnal Public Sector Accounting

Standards
Recom. Recommendation St /2 Cé Actions needed to close recommendation Implemen4tat|on
no. Important (©) date
1 RSCE should identify additional resources to: |(&nhportant @] Receipt of evidence indicating tha}:tfee leave| 30 June 2014
update leave records related to BINUCA, BNUB, records for BINUCA, BNUB, MONUSCO
MONUSCO, UNAMID, UNISFA, and UNMISS’ UNAMID, UNISFA, and UNMISS’
international staff; and (b) complete data cleamgin international staff have been updated; and|(b)
exercise related to accounts receivable and payable the data cleansing exercise related to accounts
for BINUCA, BNUB, MONUSCO, UNAMID, receivable and payable for BINUCA, BNUB,
UNISFA and UNMISS. MONUSCO, UNAMID, UNISFA, and
UNMISS has been completed
2 RSCE, in coordination with DFS, shouyldmportant o Receipt of evidence that adequate measavel 31 March 2014
implement measures that enable the Centre to been Implemented to enable RSCE to effectiyely
effectively manage assets in a manner that engures manage assets in a manner that ensures complete
complete and accurate data. and accurate IPSAS compliant balances

! Critical recommendations address significant angéovasive deficiencies or weaknesses in govemaigk management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
Z Important recommendations address important @efites or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofienintrol and/or business objectives under review.
3 C =closed, O = open
* Date provided by RSCE and DFS in response to reeamdations.




APPENDIX |

Management Response
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INTERQFFICE: \iEMORANDUM MEMOKANDU?A INTERIEUR
- ‘ CONFIDENTIAL
Routine
ro: Ms. Eleanor Burns, Chief DATES : acT 1 8 an

x: Peacekeeping Audit Service,
Internal Audit Division, OI0S

rEFERENCE: Z20713-UNHQ-020152.01

THROUGHY

470 DE:

Department of Field Support

FR()}\ Anthony Batibury, Assistant Sccretary—General KL k ﬁp{g

susszer: AP2013/616/01 - Draft report on the audit of the RSCE's preparedness
oprer: for the implémentation of TPSAS

1. 1 refer to your memorandum dated 1 October 2013, regarding the above-
mentioned audit. We note-that OIOS has substantially taken into account the
comiments of DES provided-on 23 August 2013. The Department is providing
additional comiments on the findings and recommendations in the draft report in
Appendices 1.and I1. In formulating our response, we have conferred with the
respective officials in DFS and RSCE and their comments, where appropriate, have
been incorporated.in this reply.

2, Thank you for the-oppoitunity to comment on the draft repot. We stand
ready to provide any further information that may be required.

cc: Ms. Anna Halasan



APPENDIX 1

AP2013/616/01- Draft veport on the audit of the Regional Sexvice Centrein
Entebbe's preparedness for the implementation of IPSAS

Regulatory framework
Paragraph 15

1. RSCE wishes to clarify that the deadlifie of 15 July 2013 established by the-
Accounts Division fer cleansing of data enunliquidated obligations (U1.Os) was met.
The closing instrictions fromthe Accounts Division only tequired ULOs to be v
adequately documented and grouped into three categories, and this exercise was duly
completed by the missions on-schedule. It should further be noted that the provision for
accrued cimployee benefits was comipleted by 17 July 2613,

2. Based on the above explanation, we request that the reference to ULOs and
accrued employee benefits should be deleted from paragraph 15 of the report.

Paragraphs 18 — 20

3. Thie sécond sentence of paragraph 18 suggests that UNMISS was the only
Mission that had transferred the requested number of staff (o RSCE, while the second
sentence of paragraph 19 states that «.,.only MONUSCO had transferred the required
finance staff to RSCE...” DFS requests that this inconsistency be amended in the finai
report.

4. In paragraphs 19 .and 20, rest.and récuperation feave is included among the list of
benefits that require prows]on However according to the memorandum issued by the
Accounts. Division, the provision only applied to-missions whre there are ho scheduled
United Nations flighs, and therefore no action.is required for MONUSCO, UNMISS,
UNAMID and UNISFA. A copy of the memorandum providing guidance on liabilities
for accrual of staff benofits, including rest and recuperation, was submitted to OIOS-
under a separate cover.

5. Further to our earlier comments in paragraph 20 of the report, DFS would like o
-add that the backlog in updating leave records for RSCE client missions was caused by
delays in fedeployinent of staff files fo Entebbe and the multiplicity of systems used by
the Organization fo progess leave records (IMIS, FSS and Matrix). Nonetheless, RSCE
took measures to address the situation, by bringing on-board additional staff from
iissions.

6. Based on our explanation, we request that paragraphs 18 to 20 be amended
accordingly. '



APPENDIX I

Management Response

Audit of the Regional Service Centre in Entcbbe’s prepareduess for the implementation of the IPSAS

1 RSCE should identify additional resources | Important Yes 1"Officer-in- Second.quarter of | RSCE comments are reflected in the
to: (z) update leave records related fo Charge, RSCE 2014 draft report. RSCE does not have any
BINUCA, BNUB, MONUSCO, 1 further comments,

UNAMID, UNISFA, and UNMISS’
mtemational staffi (b3 estabhsh the
amounts of accrued Jabilities related to
home - leave, family wisit, rest and
recuperation travel -and education grant
travel for the international staff of
BINTICA, BNUB, MONITSCO,
UNAMID, UNISFA, and UNMISS; and
c) compléte data cleansing -exercise
related to accounts recelvable and payable
for BINUCA, BNUB, MONUSCO,
UNAMID; UNISFA, and UNMISS.

2 | RSCE, in coordination. with.DFS, should | Important Yes Dfficer-in- Firstquattet of | RSCE comments are reflected inthe
implement. measures that enable the | Charge, 2014 draft report. RSCE does not have-any
Centre: to effectwe]y manage assets in a Admin and further comments,

manner that ensures complete ajad agcurate Operat%bns,
data. RSCE

! Critical recommendations address significant and/or pervasive deficiencies or wedknesses in governance, risk managénient or internal control progesses, such
that teasonable assuratice cannot be provided regarding the achievement of. conitrol and/or business objectives under review.,

z Impoﬁant recommendations address important deficiencies or weaknesses in governance, risk management or internal control processes, such that reasenable
assurance may be at risk regarding the achievement of - contml and!or business objectives under review,



