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AUDIT REPORT

Audit of accountsreceivable and payablein the
United Nations Interim Forcein Lebanon

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of accounts receivable and
payable in the United Nations Interim Force in Lredoa (UNIFIL).

2. In accordance with its mandate, OIOS provides as®er and advice on the adequacy and
effectiveness of the United Nations internal cdrggstem, the primary objectives of which are tewrn:

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

3. The UNIFIL Accounts Unit, within the Finance Sectjovas responsible for the review and
analysis of accounts receivable and payable. Adsoueceivable and payable in UNIFIL included
balances due either from or to: staff members;tanyliofficers; vendors; governments; and other éthit
Nations entities. The Finance Section was headeam ®ief Finance Officer at the P-5 level and héd 2
international and national staff members. As aMaitch 2013, UNIFIL had accounts receivable totaling
$6.1 million and accounts payable totaling $936,000

4, Comments provided by UNIFIL are incorporated ificg&a

II.  OBJECTIVE AND SCOPE

5. The audit was conducted to assess the adequacgfimutiveness of UNIFIL governance, risk
management and control processes in providing ned® assurance regarding treéfective
management of accountsreceivable and payablein UNIFIL.

6. The audit was included in the 2013 OIOS risk-basedk plan because of the financial and
operational risks relating to the potential lackreliable and accurate accounts receivable andbmya
opening balances for the adoption of Internatiéhadlic Sector Accounting Standards (IPSAS).

7. The key control tested for the audit was regulatoaynework. For the purpose of this audit,
OIOS defined this control as the one that provigasonable assurance that policies and procedajes:
exist to guide the management of accounts recaivaid payable in UNIFIL; (b) are complied with and
implemented consistently; and (c) ensure the néilvaband integrity of financial and operational

information.

8. The key control was assessed for the control diggscshown in Table 1 below.

9. OIOS conducted the audit from April to June 201Be Budit covered outstanding balances as at
31 March 2013 and reviewed the: (a) accuracy ofoauts receivable and payable balances; (b)
monitoring of accounts receivable and payable thinoageing, collection and reporting; and (c)
implementation of year-end closing instructionsiessby the Department of Management.

10. OIOS conducted an activity-level risk assessmendle¢atify and assess specific risk exposures,
and to confirm the relevance of the selected kegtrob in mitigating associated risks. Through



interviews, analytical reviews and tests of costr@I0S assessed the existence and adequacy miinte
controls and conducted necessary tests to detetheiecffectiveness.

1. AUDIT RESULTS

11. The UNIFIL governance, risk management and conmalcesses examined were initially
assessed gmrtially satisfactory in providing reasonable assurance regardingftieetive management

of accounts receivable and payable in UNIFIL. OIOS made one recommendation to address the
identified issue. UNIFIL effectively reviewed anttaned up six of its nine receivable accounts tuen
accurate opening balances in preparation for tbptaxh of IPSAS. However, work was still necesdary
clear accounts receivable from the host country &odp-contributing countries. Also, additional
guidance was needed to ensure that recreationad Ebbwances paid to a military contingent unitreve
properly accounted for. UNIFIL adequately managsdaccounts payable and unliquidated obligations
and accurately accrued staff benefits in prepardto IPSAS.

12. The initial overall rating was based on the assessmf the key control presented in Table 1. The
final overall rating ispartially satisfactory as implementation of the one important recommeodat
remains in progress.

Table1: Assessment of key control

Control objectives
Compliance
ot e Effidentand |  Accurate . with
Business obj ective Key control . financial and | Safeguarding
effective : mandates,
: operational of assets ;
operations renortin regulations
P 9 and rules
M anagement of Regulatory | Partially Satisfactory Partially Satisfactory
accountsreceivable framework | satisfactory satisfactory
and payablein
UNIFIL

FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Regulatory framework

Monitoring of long outstanding receivables needeiiriprove

13. The Field Finance Procedure Guidelines requirednptacollection and settlement of accounts
receivable balances through regular follow-up fecavery from entities and individuals. Further, the
year-end closing instructions issued by the Depamtnof Management on 29 April 2013 required
missions to undertake rigorous follow-up and cleamsf long outstanding accounts receivable balgnce
to ensure the preparation of accurate IPSAS opdmatances as of 1 July 2013. These instructiorns als
required peacekeeping missions to submit a reqaeake Controller to write-off accounts receivatiiat
were deemed irrecoverable.

14, In January 2013, UNIFIL launched clean-up actigitier outstanding accounts receivable. As at
31 March 2013, UNIFIL had $6.1 million in accoumtceivable from other United Nations offices,

vendors, staff members, the Government of Lebamzhteoop-contributing countries. Balances were
properly recorded and adequately supported.



15. As at 31 March 2013, UNIFIL had $2.4 million in acmits receivable that had been outstanding
for more than six months, of which $2.3 million (Pér cent) represented value-added tax refunds and
rent due from the Government of Lebanon. Howevetha Finance Section did not follow up regularly,
the Government of Lebanon had not remitted valudeddax refunds to the Mission from June 2011 to
May 2013. In June 2013, the Government refundedRUUNfor outstanding value-added tax receivables;
but total rent receivables of $1.1 million remainadettled at the time of the audit.

16. UNIFIL followed up on accounts receivable from tpecontributing countries on a quarterly
basis and balances were generally settled wittsix-anonth period. However, a balance of $44,255 had
been outstanding since 2008, which was subsequsuitiyitted to the Controller for write-off. As a 3
June 2013, the outstanding amount was pendingutesal

17. To avoid an accumulation of accounts receivable]RINneeded to implement a mechanism to
regularly review and clear receivable accounts.

(1) UNIFIL should develop procedures to follow up on and collect outstanding accounts
receivable on aregular basis.

UNIFIL accepted recommendation 1 and stated that it was requesting assistance from Headquarters
to use the dunning functionality of the new Umoja system to identify overdue items and generate
follow-up letters. In the interim, UNIFIL would continue to manually follow up on outstanding
balances. Recommendation 1 remains open pending receipt dadeewge that UNIFIL has
implemented procedures for regularly following upautstanding accounts receivable balances

Guidance needed to accurately account for recresdtieave allowances paid to a military contingemit

18. The Field Finance Procedure Guidelines statedntlemtbers of military contingents deployed for
more than six months were entitled to recreatiawdeallowances of up to 15 days, taken during sach
month period. If contingent members were repatlidiefore completion of the six-month period, no
recreation leave allowance was payable and thevatioe could not be prorated for a fraction of tixe s
month period.

19. In May 2012, UNIFIL paid recreational leave allowas totaling $20,633 to a military
contingent unit. However, at the request of the &&pent of Peacekeeping Operations, the contingent
unit left the Mission before completing their sienth tour of duty. Due to inadequate guidance @n th
treatment of recreational leave allowances in caglesre the repatriation was at the request of the
Department of Peacekeeping Operations, UNIFIL wa=etain how to account for the $20,633 that had
been disbursed. As UNIFIL was continuing to seeklguce from the Department of Field Support on
how to properly account for these allowances, Bomemendation was made.

Accounts payable, unliquidated obligations and aedidiabilities for staff entitlements were ade@lat
managed

20. The IPSAS Opening Balance Plan and closing instmst issued by the Department of
Management required peacekeeping missions to:ldahap payable accounts; (b) review unliquidated
obligations on a weekly basis until 30 June 20&Brélculate accrued liabilities for unused anneave
days of national staff, and update attendancefdaiaternational staff; (d) and accrue liabilitits other
staff benefits earned as of 30 June 2013.



21. UNIFIL effectively cleaned up and settled its aatisupayable and had $936,491 outstanding as
at 31 March 2013, a reduction of $6.5 million (@r@r cent) compared to the $7.4 million balancetas
30 June 2012. A review of all payable accountstanting for more than 12 months indicated that
balances were fully justified and clean-up actdgtivere effective.

22. Unliquidated obligations were also adequately madadhe Finance and Procurement sections
reviewed and updated balances on a weekly basismamtained adequate supporting documentation.
UNIFIL calculated accrued liabilities for nationataff and updated balances of international staff
members’ annual leave days and other staff berfefitaccrual. A review of leave records for 69 803
(or 20 per cent) international staff members indidathat leave balances and other entitlement dscor
were up-to-date.

V. ACKNOWLEDGEMENT

23. OIOS wishes to express its appreciation to the Mement and staff of UNIFIL for the
assistance and cooperation extended to the auditargy this assignment.

(Sgned) David Kanja
Assistant Secretary-General for Internal Oversignvices



ANNEX |

STATUSOF AUDIT RECOMMENDATIONS

Audit of accountsreceivable and payable in the United Nations Interim Forcesin Lebanon

Recom. Recommendation Sl /2 Cé Actions needed to close recommendation Implemen}atlon
no. I mportant (6] date
1 UNIFIL should develop procedures to follow up pn Important (0] Receipt of evidence of procedureglémented| 31 July 2014
and collect outstanding receivables on a regplar to regularly follow up on outstanding accounts
basis. receivable balances. T

! 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.

2 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 UNIFIL in response to recommeioatest
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M anagement Response



UNITED NATIONS I g NATIONS UNIES

INTERIM FORCE IN LEBANON ‘:- FORCE INTERIMAIRE AU LIBAN

Inter Office Memorandum

19 November 2013
To: Ms. Eleanor T. Burns
Chief Peacekeeping Audit Service
Internal Audit Division, OIOS
From: Girish Sinha r
Director of Mission S
UNIFIL e
Subject: Draft report on an audit of accounts receivable and pavable in the United

Nations Interim Forece in Lebanon (Assignment No. AP2013/672/04

1. We refer to your memorandum on the audit of accounts receivable and payable, reference
no. IAD: 13-MO131102 dated 6 November 2013. Please find attached UNIFIL response to the
recommendation contained in the subject draft audit report.

2. In following the usual procedure, copies of supporting documents will only be provided
to the MERAO based at UNIFIL HQ and will not be transmitted to you with this Mission

response.

Best regards.

Ce: Mr. Effendi Syukur, Chief Compliance Unit, UNIFIL
Ms. Anna Halasan, Professional Practices Section, Internal Audit Division, QI0S



MANAGEMENT RESPONSE

APPENDIX |

Audit of accountsreceivable and payable in the United Nations Interim Forcesin Lebanon

- Title of .
Rec. . Critical” | Accepted? : I mplementation :
- Recommendation Important® | (Yes/No) rifc;i)i?/?;ulg;a e Client comments
1 UNIFIL should develop procedures folmportant Yes Chief Finance 31 July 2014 UNIFIL requested Umoja Solution
follow up on and collect outstanding Budget Architect Team at United Nations
receivables on a regular basis. Management Headquarters for a user aid to allow
Section dunning through Umoja, which will

help to implement procedures to du
on a monthly basis. UNIFIL was
advised that it is not yet a part of
Umoja design to execute dunning o
staff and that only dunning to
Member States has been configureg

UNIFIL will continue to follow up
with United Nations Headquarters fg
Umoja dunning solution.

In the interim, UNIFIL Finance and
Budget Management Section will

n

n

=

continue to dun manually.

® Critical recommendations address significant angéovasive deficiencies or weaknesses in govemarak management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.

® Important recommendations address important @efaes or weaknesses in governance, risk managememéernal control processes, such that reasenabl
assurance may be at risk regarding the achieveofieointrol and/or business objectives under review.



