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AUDIT REPORT

Audit of the preparedness of the United Nations Oi€e at Nairobi, and its
client organizations, to comply with the Internaticnal Public Sector
Accounting Standards on property, plant and equipmat and inventory

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of the preparedness of the
United Nations Office at Nairobi (UNON), and itgerit organizations, to comply with the Internatibna
Public Sector Accounting Standards (IPSAS) on ptgpelant and equipment and inventory. The client
organizations of UNON were the United Nations Eomment Programme (UNEP) and the United
Nations Human Settlement Programme (UN-Habitat).

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

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

3. The General Assembly, in its resolution 60/283 &fAugust 2006, approved the adoption of
IPSAS by the United Nations for the preparation gmdsentation of the Organization’s financial
statements. The first set of IPSAS compliant fimainstatements for the United Nations Secretasat i
scheduled for the fiscal year 1 January 2014 t®©8dember 2014. The Department of Management has
issued a policy framework for IPSAS that establstie categories and thresholds for existing atisats
will be reportable as property, plant and equipn{€fE) and inventory.

4, Implementation of IPSAS requires the preparatiomméning balances of reportable assets (i.e.
PPE, inventories and intangibles) as at 31 Dece2®E3. An important prerequisite to the preparatibn
opening balances is the verification of existingets through physical counts. In preparing the imgen
balances of PPE and inventory, UNON built upontaxgsrecords of items classified as expendable and
non-expendable property under the current accogintandards -- the United Nations System
Accounting Standards (UNSAS). Under UNSAS, UNON wasrequired to keep detailed records of real
estate and so began to compile registers of tresstsain 2012 to prepare for implementation of IBSA

5. In terms of ST/SGB/2009/3 on the organization of@NN UNON is mandated to provide a wide
array of administrative services, including finadcand property management services, to UNEP and
UN-Habitat. UNON was the custodian of all PPE rdsounder UNSAS at Nairobi and the field offices
of UNEP and UN-Habitat, as well as the UNEP adnhénesd Multilateral Environmental Agreements
(MEAS). For purposes of recognition under IPSASljividual asset value thresholds were established at
$20,000 for UNON while UNEP and UN-Habitat each fathreshold of $5,000. Table 1 shows the
guantities and acquisition cost of plant and egeipimeportable under IPSAS as at 31 December 2012
for UNON, UNEP and UN-Habitat, which were $12.7Irail, $2.1 million and $8 million, respectively.



Table 1: Plant and equipment reportable under IPSASs at 31 December 2012

. Items at | Acquisition cost Items at Acquisition cost -
Entity Nairobi ?$ million) | field offices ?$ million) | 1 otal cost ($ million)
UNON 220 12.7 12.7
UNEP 42 0.4 139 1.7 2.1
UN-Habitat 20 0.3 356 7.7 8.0
Source: Based on data provided by the UNON Propéatlyagement Unit as at 31 December 2012.

6. Comments provided by UNON, UNEP and UN-Habitatincerporated in italics.

.  OBJECTIVE AND SCOPE

7. The audit was conducted to assess the adequacyefiedtiiveness of governance, risk
management and control processes in providing nedd® assurance regarding theeparedness of
UNON and its client organizations to comply with IFSAS on PPE and inventory.

8. The audit was included in the 2012 internal auditkaplan in view of the significant risk that
UNON, and its client organizations, may be unablariplement IPSAS if they do not adequately prepare
themselves to generate accurate opening balanéd3tband Inventory by 1 January 2014,

9. The key control tested for the audit was regulatoaynework. For the purpose of this audit,
OIOS defined the regulatory framework as contrbks fprovide reasonable assurance that policies and
procedures: (i) exist to guide the preparation REAS-compliant opening balances of assets; (i) are
implemented effectively; and (iii) ensure the reiidy and integrity of financial and operational
information.

10. The key control was assessed for the control diggscshown in Table 2.

11. OIOS conducted the audit from 1 January 2013 td14$ 2013 in Nairobi. The audit covered
the period from 1 January 2012 to April 2013 anduded a sample of plant and equipment with an
acquisition cost of $9 million, representing 66 pent of the total reportable assets of UNON, UNIBE
UN-Habitat as of 31 December 2012.

12. OIOS conducted an activity-level risk assessmendeatify and assess specific risk exposures,
and to confirm the relevance of the selected keptrots in mitigating associated risks. Through
interviews, analytical reviews and tests of costr@lOS assessed the existence and adequacy rointe
controls and conducted necessary tests to detetheireeffectiveness.

lll.  AUDIT RESULTS

13. The governance, risk management and control presessamined wengartially satisfactory in
providing reasonable assurance regardivg preparedness of UNON and its client organizatits to
comply with IPSAS on PPE and inventory.OIOS made five recommendations to address thedssue
identified in the audit.

14, UNON had established an IPSAS Support Team, whia avjoint local team for implementing
IPSAS in collaboration with UNEP and UN-Habitatthvclear terms of reference. UNON, UNEP and
UN-Habitat generally complied with the United Nai$oIPSAS policy framework and the guidance



developed by United Nations Headquarters. UNONTtifled all elements of property that were subject
to reporting under IPSAS. However, regulatory frarmk was rated as partially satisfactory because
UNON had not yet started the componentization operty at Nairobi, which could result in the use of
transitional provisions that allow for a grace pdrof five years to complete the exercise. UNEP laNd
Habitat needed to complete the identification, ¢imgnand valuing of inventories such as publication
and construction related work-in-progress, andadestrefine their validation processes for asseld &t
field offices as well as UNEP administered MEAs.

15. The initial overall rating was based on the assessmf key controls presented in Table 2 below.
The final overall rating ipartially satisfactory as implementation of four important recommendations
remains in progress.

Table 2: Assessment of key controls

Control objectives
Accurate Compliance
Business Efficient and : X . with
objective Key controls effective flnancw}l and | Safeguarding mandates,
' operational of assets .
operations . regulations
reporting
and rules
Preparedness of | Regulatory Partially Partially Partially Partially
UNON and its framework satisfactory Satisfactory satisfactory satisfactory
client
organizations to
comply with
IPSAS on PPE
and inventory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Regulatory framework

Inter-organizational arrangements for IPSAS implemaentation at
UNON, UNEP and UN-Habitat

Inter-organizational arrangements among UNON, UNiFld UN-Habitat for IPSAS implementation
were adequate

16. Under the United Nations Secretariat's arrangememtfPSAS implementation, each individual
entity was responsible for establishing its ownjgebteam and dedicating sufficient resources guen
successful implementation. On 4 August 2011, thepdtenent of Management issued guidance,
including a proposed IPSAS implementation structure

17. UNON, UNEP and UN-Habitat established an IPSAS 8uppeam, which was a joint local
team comprising staff from the three organizatidiiwe IPSAS Support Team was composed of 14 sub-
focus groups under the leadership of UNON. The teathclear terms of reference which specified the
authority, responsibilities, and accountability himt the team and included staff with knowledge of
operational areas relevant to IPSAS implementat®pecific roles and responsibilities were clearly
defined, and the parties responsible for actiongiaere clearly designated.



18. The IPSAS Support Team supported IPSAS implemematctivities relating to UNON
(Volume | of the financial statements) and led #RSAS implementation activities for UNEP
(Addendum 6 of the financial statements) and UNitéal{Addendum 8). Responsibility for preparing
accurate and reliable financial information relgtio IPSAS implementation rested with the managérs
each organization. OlIOS was of the view that theegmance structure was generally adequate,
considering the resource constraints.

Issues pertaining to UNON

Need to speed up the componentization of propéfaaobi

19. According to IPSAS 17 on PPE, assets that compiigeficant components with different useful
lives have to be depreciated separately. Therefwoperty needed to be broken down into components
such as roofing, interior and services, and subpmgrants such as plumbing, fire protection and
foundations. UNON identified all real estate prapdgfand and buildings) in Nairobi and liaised with
UNEP and UN-Habitat to assess the existence ofeptypat field offices that were reportable under
IPSAS. Both UNEP and UN-Habitat surveyed theirdfieffices for owned property and financial leases
(as per IPSAS 13) and determined that there ware tiwat fell under these categories.

20. UNON compiled and submitted property-related resdadUnited Nations Headquarters through
the Real Estate Staging Database. In 2012, realeestas provisionally valued, using the replacement
value method, at $140 million for land and $106lionl for 31 buildings, including the New Office
Facility.

21. The land for the United Nations premises in Nainghs donated by the Government of Kenya on
8 June 1992 for use by UNEP, UN-Habitat and otlffeces of the United Nations, specialized agencies,
and the International Atomic Energy Agency. Theeagnent between the United Nations and the
Government of Kenya provides that the land wouletreto the Government upon the cessation of use by
the United Nations, in which case the United Naiaould receive a fair compensation for the budgdin
from the Government. Should the Government not esate for the buildings, the United Nations
could sell the land to a third party, subject tprapal of the purchaser by the Government. Taldb®vs

the UNON real estate holding as at 31 December.2012

Table 3: Real estate at UNON as at 31 December 2012

IPSAS No. Value Valuation Acquisition | Comment

Asset (amountin$ | methodology | method

Sub-Class million)

Land 140 acres 140 Other Donated Donated by the@ment of

Kenya. Estimated area of 140
acres @ Kshs 80 million
($1 million) per acre

Building 31 Buildings| 106 Replacement Constructedncludes the New Office Facility
estimated at $25 million.

22. UNON management expressed operational concerns thdthshort timeline available for the
componentization of property under IPSAS. A prafassl quantity surveyor had only been appointed in
April 2013 for a term of 8 months to value land duildings. The time constraint may result in usihg
IPSAS transitional provisions, which allow for aage period of five years to complete the exercise.



Considering the action taken by UNON managemenhiiing a quantity surveyor to facilitate the
componentization process, no recommendation wag mad

Classification, description, condition and locatiohassets in the database on plant and equipntent a
Nairobi were generally satisfactory

23. Plant and equipment records as at 31 December\28de2 compiled based on the results of a full
physical count in Nairobi carried out by the UNOKbjperty Management Unit for UNON, UNEP and
UN-Habitat between October 2011 and February 2@ibsequent acquisitions and disposals were
recorded in real time for Nairobi and with a sixiiae month delay for assets acquired by fieldcefi In
March 2013, UNON finalized the records for pland &guipment as at 31 December 2012.

24. OIOS reviewed 162 assets located in Nairobi witlaequisition cost of $9 million (representing
66 per cent of the total acquisition cost recordedit December 2012) and checked the related data f
completeness, accuracy and existence through cadidn of records against physical assets and vice-
versa.

25. OIOS also verified the accuracy of recorded infdiamaon classification, description, condition
and location for a sample of 20 items with a tatjuisition cost of $859,677 (ten from UNON ancefiv
each from UNEP and UN-Habitat respectively), repnéisg six per cent of the total value of all UNON,
UNEP and UN-Habitat plant and equipment as at 3teBwer 2012. The items and their respective
values were matched with the related purchase ®ridemices, and receiving and inspection repdits.
anomalies were noted, and the records were foubd txcurate.

UNON had identified and counted its reportable moey

26. UNON, in collaboration with the Headquarters IPSA&m, had identified inventories held by
the UNON print shop as reportable under IPSAS. &staf construction materials and office supplies
were mainly meant for internal consumption and w#rerefore classified as operational and not
reportable under IPSAS 13, pending a final opirebnthe Board of Auditors. Many items in the stores
had recorded no movement for several years andedetd be disposed of. By December 2012, an
exercise was undertaken to identify and clear noming stock, dating back as far as 1996. For tiv& pr
shop this exercise resulted in the production s€feedule with 83 categories of assets held in sieckt

31 December 2012 and reportable under inventoryaftotal acquisition cost of $293,238. Since the
actions taken by UNON in this regard were generadlgquate, no recommendation was made.

Issues pertaining to UNEP and UN-Habitat

Periodic verification of assets at field officesswaquired

27. UNON was the custodian of all PPE records under ABI&t Nairobi and at the field offices of
UNEP and UN-Habitat. UNON also performed yearly §ibgl verification of assets in Nairobi. Every six
months, UNEP and UN-Habitat sent to UNON data setakoldings in their respective field offices,
which included regional offices, field project affis and liaison offices around the world.

28. UNON was required to certify the accuracy and catgrless of the financial statements and
records relating to PPE and inventory includingsthfor UNEP and UN-Habitat. However, UNON could
not directly verify the physical existence and wtabf assets at field offices due to their geodigbh
dispersion and related resource constraints. Thwerefthe accuracy and completeness of records
maintained by UNON for UNEP and UN-Habitat fieldioés were dependent on the effectiveness of the
validation and verification processes of UNEP amd Habitat.



29. In 2009, the UNON Property Management Unit (PMUpldged an asset management software
application named Hardcat. Hardcat was used favitees such as purchasing, bar-coding, depreaiatio
stock control and reporting. Data for assets maiathat UNON were input directly while those retati

to field offices of UNEP and UN-Habitat were colied and validated by the respective organizatiows a
then communicated to the UNON PMU for input in thadcat application. Discussions were underway
to provide access rights to some field officesdata entry directly into Hardcat.

30. UNEP and UN-Habitat had each nominated a Propeegddement Officer as Asset Focal Point
responsible for providing valid and reliable finedadata to UNON. Every six months, these AssetaFoc
Points collected and validated information on asketd at their respective field offices as well¢EP
administered MEAs. The Asset Focal Points in edtibeocertified and reconciled the records with the
data in Hardcat in collaboration with UNON, to erssaccuracy of new acquisitions and disposals.

31. In addition, UN-Habitat identified programme managand Heads of Offices as Asset Focal
Points responsible to maintain and provide findnd#dia relevant for PPE and inventories, and ttifger
all their submissions with a clear statement obaotability. As of 31 March 2013, UN-Habitat repemtt
that it had compiled all its assets held at fieffices and had overall improved its controls, which
included the drafting of IPSAS implementation prhaees that defined the responsibilities of the
Property Management Officer and Asset Focal Paihtarious field offices.

32. As at May 2013, UNEP had collected and validateda$set records as at 31 December 2012 for
most of its field offices and MEAs except for twielfl offices. UNEP was also planning to conduct
physical verification of some assets in selectazhtions to assess the effectiveness of its vatidati
process. An additional challenge for UNEP consisiEdhaving part of its assets held at field offices
administered by other entities of the United Nati@ecretariat. For example, plant and equipmert hel
by the UNEP Division of Technology, Industry andoBomics in Geneva were managed by the United
Nations Office at Geneva. To avoid double counéind ensure uniformity in the management of records,
UNEP in collaboration with UNON, was in the procedsissuing new barcodes and consolidating all
records in Hardcat.

33. As at 31 December 2012, records in Hardcat pravidip stated the reportable acquisition cost
of plant and equipment for field offices at $1.7llimh and $7.7 million for UNEP and UN-Habitat,
respectively. However, UNEP and UN-Habitat had maJwllenges in collecting and validating records
relating to plant and equipment held at field @fidue to lack of human and financial resourceghdle
UNEP nor UN-Habitat was able to test the effectegn of their validation procedures through
independent sample counts and physical verificatairfield offices to ensure the accuracy of data.

(1) The Executive Director of UNEP should expedit¢he collection and validation of asset
records at the remaining field offices.

UNEP accepted recommendation 1 and stated that#t &ready started to implement it. In
preparation for transition to IPSAS, UNEP tasked thventory focal points in field offices to carfry
out physical verification of assets under the sujsgn of their respective Administrative Officers,
twice a year. The next report as at 30 June 201Bbwiconsolidated by end of July 2013. In view
of the imminent transition to IPSAS, UNEP will gawut a special validation exercise as at |30
September 2013, with the support of a team fromodaHQ to cover all major out posted duty
stations where UNEP operatdRecommendation 1 remains open pending receipt afirdentary
evidence of the collection and validation exercise.




(2) The Executive Director of UNEP should allocateesources for periodic sample verification
of the validity of asset records for plant and equment provided by field offices and UNEP
administered Multilateral Environmental Agreements.

UNEP accepted recommendation 2 and stated thasitdesignated a Property Management Fqcal
point, who is a member of the Nairobi Joint ProgeManagement Team, as responsible |for
ensuring that periodic sample verification of asemtords is carried out for all field offices and
UNEP administered Multilateral funds, in accordanegth established policy by the Propefty
Management GrougBased on the action taken by UNEP, recommendatlasbeen closed.

(3) The Executive Director of UN-Habitat should dbcate resources for periodic sample
verification of the validity of asset records for pant and equipment provided by field offices.

UN-Habitat accepted recommendation 3 and stated #hghe end of August 2013, UN-Habitat
completed a physical inventory of its asset iterosldwide and is currently in the process |of
starting a sample verification based on value andkrof IPSAS related asset items.
Recommendation 3 remains open pending receiptafrdentary evidence that resources have been
allocated for periodic verification of the validiof field offices’ asset records.

Need to determine the opening balances for pulitsiand construction work-in-progress

34. As at May 2013, UNEP, UN-Habitat and UNON, in cbtiaation with the Headquarters IPSAS
Team, identified two categories of inventories @gortable under IPSAS. These were: (i) publications
held for sale, which was applicable to both UNERI asN-Habitat; and (ii) work-in-progress for
construction over which, even if outsourced to iempénting partners, UN-Habitat retained control.

35. UNEP and UN-Habitat had not yet devised a systencdant, classify, and track their
publications in preparation for IPSAS implementatiSale of publications for both organizations was
intended to generate revenue, and the sales paepdesented a partial recovery of the cost of
producing their major flagship publications. Thebleations were held at Nairobi, field offices,
Secretariats of MEAs, and in a commercial warehondeurope for storage and distribution. Most of
these publications were either old or held for fegtribution. In 2012 the total income from sales
amounted to $5,000 and $29,000 for UNEP and UN-dgbiespectively. However, UNEP and UN-
Habitat were taking advantage of the IPSAS requirgs to revise their publication policy and
rationalize the volume of publications and disttibn channels.

36. With regard to construction activities undertakgnifoplementing partners through cooperation
agreements with UN-Habitat, UN-Habitat had mairgdira centralized database of all cooperation
agreements prior to 2012 but had since decentdatize authorization of cooperation agreementssto it
regional offices. The identification and valuatia@i all construction activities carried out under

cooperation agreements had only started recenéytalthe lack of adequate systems. UN-Habitat reeede
to complete this process to ensure the preparafitPSAS compliant opening balances.

(4) The Executive Director of UNEP should expedita full count and classification of UNEP
publications as inventory and ensure that its pubtiation policies are aligned with IPSA
requirements.

UNEP accepted recommendation 4 and stated thailliumdertake a full count of publications as




inventory and identify operating and financial agées of inventory. UNEP will also take stepg to
get rid of all impaired inventory (i.e. obsoletehfivations) to ensure any future write-offs are not
included on the face of the financial statememtBIEP shall continue with the cost-capture exercgise
currently being undertaken for all new (2013) paations. UNEP also plans to move towards
electronic or ‘cloud-publishing’ (or similar) to duce production of hard copies of publications in
future. Recommendation 4 remains open pending receipt adeege of a full count and
classification exercise and the alignment of pattian policies to IPSAS requirements.

(5) The Executive Director of UN-Habitat should unertake a full count and classification of
UN-Habitat’'s construction related work-in-progress and publications as inventory in
accordance with IPSAS requirements.

UN-Habitat accepted recommendation 5 and stated ith@as now started a review of its systems
and practices and is in the process of designing peocedures to track and record publicatigns
and construction work-in-progress under its contoat in the custody of its implementing partners.
Recommendation 5 remains open pending receiptidéege that a full count and classification| of
inventories has been completed.

V. ACKNOWLEDGEMENT

37. OIOS wishes to express its appreciation to the 'gameent and staff of UNON, UNEP and UN-
Habitat for the assistance and cooperation extetalttb auditors during this assignment.

(Signed David Kanja
Assistant Secretary-General for Internal Oversignvices



STATUS OF AUDIT RECOMMENDATIONS

ANNEX |

Audit of the preparedness of the United Nations Ofte at Nairobi, and its client organizations, to caply with the International Public
Sector Accounting Standards on property, plant ancgequipment and inventory

—— :
REEnI: Recommendation ez /2 Cé Actions needed to close recommendation Implemen4tat|on

no. Important (©) date

1 The Executive Director of UNEP should expedit¢  Important @) Receipt of evidence of the collectiod a 31 December 2013
the collection and validation of asset record$at { validation exercise.
remaining field offices.

2 The Executive Director of UNEP should allocate Important C Action completed. Implemented
resources for periodic sample verification of the
validity of asset records for plant and equipment
provided by field offices and UNEP administened
Multilateral Environmental Agreements.

3 The Executive Director of UN-Habitat should Important O Receipt of evidence that resources baes 31 December 2013
allocate resources for periodic sample verification allocated for periodic verification.
of the validity of asset records for plant and
equipment provided by field offices.

4 The Executive Director of UNEP should expedite a Important O Receipt of evidence of a full count and 31 December 2013
full count and classification of UNEP publications classification exercise and the alignment of
as inventory and ensure that its publication pe$i¢i publication policies to IPSAS requirements.
are aligned with IPSAS requirements.

5 The Executive Director of UN-Habitat should Important @] Receipt of evidence that a full coumd a 31 December 2013
undertake a full count and classification of UN- classification of inventories have been
Habitat’s construction related work-in-progress and completed.
publications as inventory in accordance wjth

IPSAS requirements.

! 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.
% Important recommendations address important @efioes or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofieaintrol and/or business objectives under review.
3 C =closed, O = open
* Date provided by UNEP and UN-Habitat in resposeetommendations.
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FROM:

DE;

SUBJECT:

OBJET:

United Nations@ Nations Unies

INTEROFFICE MEMORANDUM MEMORANDUM INTERIEUR
UNITED NATIONS OFFICE AT NAIROBI

Mr Gurpur N. Kumar, Deputy Director, pate: 23 September, 2013
Internal Audit Division, OIOS

)

»

C——

Chris Kirkcaldy, Director a.i.,'::::::::::>
Division of Administrative Services

OIOS IAD Assignment no. AA2012/211/02 - Audit
of the preparedness of UNON, and its client
organisations, to comply with IPSAS - draft
report response

With reference to your memorandum requesting our comments on
the draft report on subject audit, as communicated to IAD Nairobi
Section, none of the recommendation were addressed to UNON.
However, UNON has consulted with our client organisations, UNEP
and UN-Habitat, and assisted them in drafting their responses.

May we take this opportunity to express our gratitude for the
professional manner in which the audit was conducted.

CC: Ms Sahle-Work Zewde
Ms Anna Halasan
Mg Agness Chilinda



United Nations Environment Programme’s
Response



MANAGEMENT RESPONSE

APPENDIX |

Audit of the preparedness of the United Nations Office at Nairobi, and its client organizations, to comply with the
International Public Sector Accounting Standardson property, plant and equipment and inventory

Rec.

no.

Recommendation

Critical/
I mportant?

Accepted?
(Yes/No)

Title of
responsible
individual

I mplementation
date

Client comments

The Executive Director of UNEP shou
expedite the collection and validation
asset records at the remaining fig
offices.

Id Important
of
2/

YES

Chief, Budget
& Finance

31 December
2013

UNEP has already started

implement this recommendation.

preparation for transition to IPSAS
UNEP tasked the inventory foc
points in OAHSs to carry out physic
verification of assets under th
supervision of their respective FM(
or Administrative Officers. Thig
exercise is carried out twice a ye
as at 31 December and 30 June. ]
last physical verification was carrie
out as at 31 December 2012. T
next report as at 30 June 2013 will
consolidated by end of July 2013.
view of the imminent transition t
IPSAS, UNEP will carry out &
special validation exercise as at
September 2013, with the support
a team from Nairobi HQ to cover 3
major out posted duty stations whe
UNEP operates.

ar:
I'he

he
be
In

|
80
of
I

The Executive Director of UNEP shou

Idmportant

allocate resources for periodic sam

ble

YES

Director, Office

Implemented

UNEP has designated a Property

Management Focal point, who is a

! 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 @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.



Title of

ces 1 ) .
I?\? Recommendation Ir%g(t)lrﬁztln/tz Ag:(c;plt\leg) r_esp_opsi ble Imple(rjna;er;tatlon Client comments
individual
verification of the validity of asset records of Operations member of the Nairobi Joint Property
for plant and equipment provided by field Management Team. He is responsiple
offices and UNEP  administered for ensuring that period sample
Multilateral Environmental Agreements. verification of assets records is
carried out for all field offices and
UNEP administered Multilateral
funds in accordance with established
policy by the Property Management
Group. The verification will be
carried out as stated in 1 above.

3 The Executive Director of UN-Habitatimportant
should allocate resources for periodic
sample verification of the validity of asset
records for plant and equipment provided
by field offices.

4 The Executive Director of UNEP shouldmportant Director, UNEP will undertake a full count of
expedite a full count and classification |of YES Division of 31 December | publications as inventory and identify
UNEP publications as inventory and Communication 2013 operating and financial categories gf
ensure that its publication policies gre &Public inventory. UNEP will also take steps
aligned with IPSAS requirements. Information to get rid of all impaired inventory

(i.e. obsolete publications) to ensurge
And any future write-offs are not included

on the face of the financial

Chief, Budget statements. UNEP shall continue

& Finance with the cost-capture exercise

currently being undertaken for all
new (2013) publications. UNEP also
plans to move towards electronic o
‘cloud-publishing’ (or similar) to
reduce production of hard copies of
publications in future.

5 The Executive Director of UN-Habitat Important

should undertake a full count
classification of UN-Habitat’s
construction related work-in-progress a
publications as inventory in accordan

and

nd
ce

with IPSAS requirements.




United Nations Human Settlements
Programme’s Response



y®§ United Nations Human Settlements Programme

M\; 7 P.O. Box 30030, Nairobi 00100, KENYA

beiind Tel: +254-20 7625555 il: OED@unhabitat.org
el: - email: unhabitat.or

FOR A BETTER URBAN FUTURE http://www.unhabitat.org

MEMORANDUM

To: Mr. Gurpur Kumar, Deputy Director Reference:
Internal Audit Division, OlOS

From: Dr. Joan Clos
Under-Secretary-General and
Executive Director of UN-HabitzK

Date: 9 September 2013

Subject: Assignment No. AA2012/211/02 — Audit of the preparedness of the United Nations
entities in Nairobi to comply with the International Public Sector Accounting
Standards on property, plant and equipment

I refer to your Draft Report on the above mentioned audit dated 21 August 2013
addressed to me and requesting comments.

[ am pleased to present in attached Appendix I an action plan with target dates and the
title of the individual responsible for implementation of each recommendation. We take this
opportunity to thank the Office of Internal Oversight services (OIOS) for the services it provided
to UN-Habitat on the above-mentioned audit.



AUDIT RECGMMENDATIONS

APPENDIX I

Audit of the preparedness of the United Nations Office at Nairobi, and its client organizations, to comply with the
International Public Sector Accounting Standards on property, plant and equipment and inventory

Rec.

no.

Recommendation

Critical'/
Important®

Accepted?
(Yes/No)

Title of
responsible
individual

Implementation
date

Client comments

The Executive Director of UNEP should expedite
the collection and validation of asset records at the
remaining field offices.

Important

The Executive Director of UNEP should allocate
resources for periodic sample verification of the
validity of asset records for plant and equipment
provided by field offices and UNEP administered
Multilateral Environmental Agreements.

Important

The Executive Director of UN-Habitat should
allocate resources for periodic sample verification
of the validity of asset records for plant and
equipment provided by field offices.

Important

Yes

Methods and
Oversight
Officer

31 December
2013

At end of August 2013, UN-Habitat completed a
physical inventory of its asset items worldwide and
is currently in the process to start a sample
verification based on value and risk of IPSAS related
asset items.

The Executive Director of UNEP should expedite a
full count and classification of UNEP publications
as inventory and ensure that its publication policies
are aligned with IPSAS requirements.

Important

The Executive Director of UN-Habitat should
undertake a full count and classification of UN-
Habitat’s construction related work-in-progress
and publications as inventory in accordance with
IPSAS requirements.

Important

Yes

Methods and
Oversight
Officer

31 December
2013

UN-Habitat has now started a review of its systems
and practices and is in the process of designing for
implementation new procedures to track and record
publication and construction work-in-progress under
its control but in the custody of its implementing
partners.

! Critical recommendations address significant and/or pervasive deficiencies or weaknesses in governance, risk management or internal control processes, such that reasonable
assurance cannot be provided regarding the achievement of control and/or business objectives under review.
* Important recommendations address important deficiencies or weaknesses in governance, risk management or internal control processes, such that reasonable assurance may be at
risk regarding the achievement of control and/or business objectives under review.




