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Overall results relating to the preparedness
of the International Trade Centre to comply
with the Standards on property, plant,
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AUDIT REPORT

Audit of the preparedness of the International Trade Centreto comply with
the International Public Sector Accounting Standards on property, plant,
equipment and inventory

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of the preparedness of the
International Trade Centre (ITC) to comply with timternational Public Sector Accounting Standards
(IPSAS) on property, plant and equipment (PPE)iaventory.

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 tewep

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

3. The General Assembly, in its resolution 60/283 éfAugust 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 faiahstatements for the United Nations Secretasiat
scheduled for the fiscal year from 1 January t®8tember 2014. The Department of Management has
issued a policy framework for IPSAS that estabbstie categories and thresholds for existing asisats
will be reportable as property, plant and equipnaamt inventory.

4. ITC had established an IPSAS implementation teamsistng of Chief level staff from the
following units: Financial Management, Informatidiechnology, Human Resources, Central Support
Services, Office of the Executive Director and Bignh of Market Development. However, the
responsibility for producing reliable IPSAS relatedormation rested with the Office of Financial
Management. The Central Support Services (CSS®),0brthe sections in the Division of Programme
Support, was responsible for managing all propextylTC, while the Publications Unit of the
Communications and Events Section was respongibi@dnaging the publications inventory.

5. The implementation of IPSAS at the United Natioeguires the preparation of opening balances
of reportable assets (i.e., real estate, PPE amahiory) as at 1 January 2014. An important preishe

to the preparation of opening balances is the igatibn of existing assets through physical courits.
preparing opening balances of PPE and inventor@, idd been able to build upon existing records of
items classified under the present United Natiogsté®n Accounting Standards as non-expendable
property and expendable property. Table 1 showsthtus of non-expendable and expendable property
at ITC as at 31 December 2012 without any cap#tbn threshold.

Table 1
Non-expendable and expendable property at ITC asat 31 December 2012
US$ - Geneva US$ - Field offices
Non-expendable property 2,953,465 266,037
Expendable property 1,521,489 -

Source: Based on data provided by ITC CSS.



II.  OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequacyeféerdiveness of ITC governance, risk
management and control processes in providing nedée assurance regarding treparedness of ITC
to comply with IPSAS on PPE and inventory.

7. The audit was added to the 2013 internal audit vptatk for ITC due to the risk that ITC may be
unable to properly implement IPSAS if it does ndeg@uately prepare itself to generate accurate and
reliable opening balances of PPE and inventory bariuary 2014.

8. The key control tested for the audit was regulatoaynework. For the purpose of this audit,
OIOS defined this key control as a control thatvpies reasonable assurance that policies and
procedures: (i) exist to guide the preparation REAS-compliant opening balances of assets; (ii) are
implemented consistently; and (iii) ensure theatslity and integrity of financial and operational
information.

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

10. OIOS conducted this audit from September to Oct@b4B8. The audit covered the period from
1 January 2012 to 30 June 2013.

11. 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@I0S assessed the existence and adequacy rmofinte
controls and conducted necessary tests to detetheireeffectiveness.

1. AUDIT RESULTS

12. ITC governance, risk management and control presesgamined were assessedatsfactory

in providing reasonable assurance regardingpttepar edness of ITC to comply with IPSAS on PPE

and inventory. ITC had established and followed procedures ferghysical verification and write-off
of assets. Procedures were also established ¢ondee the IPSAS opening balance for publications
inventory. In addition, ITC had developed a worarp with specific timeframes for the IPSAS
implementation activities, including in respect BPE and inventory, and reported monthly on the
progress of these activities to the United Nati®tBAS team in New York.

13. The initial overall rating was based on the assessmf key control presented in Table 2 below.
The final overall rating isatisfactory.



Table 2
Assessment of key control

Control objectives
Efficient and | . /ccurate ot
Business obj ective Key control . financial and | Safeguarding
effective . mandates,
) oper ational of assets )
operations renortin regulations
P 9 and rules
Preparednessof ITCto | Regulatory | Satisfactory Satisfactory Satisfactory Satisfactory
comply with IPSASon | framework
PPE and inventory

FINAL OVERALL RATING: SATISFACTORY

A. Regulatory framework

Procedures were established and followed to erikarealidity of asset records at ITC headquartats a
field offices through physical verification

14, ITC conducted its last annual physical verificatadrassets at its headquarters in Geneva between
October and November 2012. The asset registemveatstained in Excel format on a shared drive with
access to only three staff in CSS. OIOS veriflegléxistence of a sample of sixty assets as pexstbet
register. All selected assets were located, ifiedtand found in good working condition. OIOScals
reviewed the classification of the assets as ireduith the asset register and determined that itiwas
accordance with IPSAS requirements. ITC was plamto carry out its next annual physical verifioati

of assets by the end of 2013.

15. Regarding assets in its field offices, ITC had sanails to all field offices with instructions and
guidance on the performance of physical verifiagtidata capture and data cleansing for IPSAS
compliance. The field offices completed physiaalirtts using reports generated by CSS from the asset
register. Once completed, the reports were oedtifty the responsible chiefs at the field offices.
Although the value of the non-expendable propertield offices was low, ITC ensured the accuraty o
the data through verification of relevant ownerstiqgumentation, as well as review of technicalewavi
reports related to vehicles that represented thie ntm-expendable property in these offices. Assalt

of the subsequent write-off of some of the fieldeds, only seven assets totaling $125,335 mePtBA$
capitalization threshold. Of these seven ass&tS,dbtained supporting documentation for five asset
amounting to $111,518 or 89 per cent of the toédle. For the remaining two assets valued at $¥3,8
or 11 per cent of the total value, ITC obtainedifieation of their existence and working statusotigh
communication with the respective certifying offisen the field. OIOS concluded that these procesiu
for ensuring the validity of asset records in tieédfwere satisfactory.

The identification of project assets was completed

16. ITC maintained a database of the projects it hall wxternal parties throughout the world. All
project assets were recorded and clearly identifiethe asset register regardless of their valle.
addition, ITC was in the process of amending itBcgowith regard to the recording of project assets
Under this new policy, project assets with impletmanpartners whose value was over $5,000 would be
tracked but not capitalized until they were transfe to the beneficiary and removed from ITC resord
ITC planned to consult the Board of Auditors and tRSAS team at United Nations Headquarters in
New York on this policy before its finalization. ny three project assets totaling $48,531 met 66D



threshold for capitalization in IPSAS-compliantdirtial statements. Although the threshold wasyabt
final, OIOS concluded that this did not have anawctpon the ability of ITC to ensure an accurate and
reliable IPSAS opening balance for the project tas®t ITC had with its external parties becalme t
required information was easily available in itsaws.

Procedures were established to determine the IRfp&8ing balance for publications inventory

17. The Publications Unit was responsible for the validf publications inventory data. The last
physical verification of publications was conducted December 2012, as a result of which 187
publications were included in the publications tate for a total value of $1,521,489. However,trobs
the publications were distributed for free and wals® available for download on the ITC public wabs
at no cost. Therefore, ITC considered that theg®igations did not carry any value for IPSAS rejmy
purposes. Only the publications that were notlakbs for download on the website, consisting afeol
ones released prior to 2009, were considered aslaile for sale” for the time being. The salegifes

of ITC publications were $40,184 and $23,765 in28id 2012 respectively.

18. The Publications Unit planned to carry out its nemhual physical inventory verification by 17
January 2014, along with an exercise in Decemb#B 20 assess, with the publication owners, whether
further items should be eliminated from the inveptdased on pre-defined criteria. In this regdfd

had prepared an action plan and updated the physioat procedures. It had also requested thedBoar
of Auditors’ comments on a draft policy it had dieyeed on the implications of IPSAS on publications.
In this policy, ITC had proposed that publicatiateted prior to 2010, for IPSAS valuation purposes,
would be marked down to zero. This would meanegithat all the post-2010 publications were already
available on the ITC website at no cost, that ITGuld have an IPSAS opening balance of zero for
publications inventory as a whole. However, retgemsl of the valuation methodology, OIOS concluded
that ITC was in a position to calculate the IPSA®ming balance for publications inventory immediate
after the completion of the January 2014 physioaht, or even earlier if required.

Procedures were established and followed for thiesff of not found, impaired and obsolete assets

19. The write-off requests of not found, impaired athdalete assets, including those at field offices,
were duly submitted to the ITC Property Survey Bloar Geneva for review, in accordance with
established procedures. The average time takem ffiegeiving a request for write-off to approving th
requests by the Property Survey Board in 2013 Badags. Substantial data cleansing exerciseslbad a
been conducted in 2011 and 2012 where write-offsusnted to $1,622,764 and $1,312,103, respectively.
At the time of the audit, there were four casedpenreview by the Property Survey Board, which 610
regarded as a manageable number that was likddg teared by the end of the year. OIOS therefore
concluded that the procedures established for tite-off of not found, impaired and obsolete as$etd
operated satisfactorily during the period underewyv

ITC did not have real estate assets

20. In 2013, ITC had field offices in Fiji, Cote d’lva, Mexico, Tajikistan and Kyrgyzstan. All
property occupied by ITC in Geneva and at the fadfitces was leased. These leases were considered
short-term operating leases. ITC therefore did mmie any real estate assets to report in IPSAS-
compliant financial statements.

The progress of IPSAS implementation was closelgitnoed

21. The Office of Financial Management had establishe@tailed work plan for the IPSAS project.
The work plan contained the activities to be penfed, the start and finish dates of the activité® the



person or team responsible for the activitiesaddition, ITC had adopted a Project Management ol
provide a log of activities, timelines and riskderant to IPSAS implementation. The Project
Management Tool was developed based on the temmiateded by the IPSAS team at United Nations
Headquarters in February 2012. The Financial Mamamt Advisor, as the ITC IPSAS Project Manager
in Geneva, was responsible for monitoring and mgnporting of the activities to the IPSAS team at
Headquarters. The monthly reports were submitbeHdadquarters in a timely manner and contained
sufficiently detailed information on the implemeia of activities, including in relation to PPEdn
inventory.

V. ACKNOWLEDGEMENT

22. OIOS wishes to express its appreciation to the iament and staff of ITC for the assistance
and cooperation extended to the auditors durirgyaksignment.

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

TO-A; Mr. Gurpur Kumar REF: IAD: 13-00647
Deputy Director
Internal Audit Division
Office of Internal Oversight Services

(010S)
THROUGH-VIA: GENEVA-GENEVE:
FROM-DE: Eva K. Murray &ﬁé hﬂmm/ 'DATE: 6 December 2013
' Director

Division of Programme Support
International Trade Centre (ITC)

SUBJECT-OBJET: Assignment' No. AE2013/350/02 — Audit of the preparedness of the
International Trade Centre to comply with the International Public Sector
Accounting Standards on property, plant and equipment and inventory

1.. Reference is made to your memorandum of 3 December 2013 addressed to Ms. Arancha
Gonzdlez, the International Trade Centre's {ITC) Executive Director, concermng the draft report of
the above-mentioned audit :

2. Having analysed the findings of the draft audit report we are pleased that you have taken into
consideration our comments of 12 November 2013 provided to your detailed audit results of 30
October 2013.

3. We note that the overall results relating to the preparedness of the ITC to comply with the
Standards on property, plant and equipment and mventory were satisfactory.

4, |am pleased to _|nform you that ITC has no further comments on the results of this audit.

5. | wish to thank the Internal Audit Division (IAD) of the Office of Internal Oversight Services for its
efforts and contribution to assist ITC in achieving a satisfactory rating.

cc: Ms. Arancha Gonzdlez, Executive Director, ITC
Mr. Ashish Shah, Acting Deputy Executive Director, ITC
Mr. Kok Cheng Tan, Chief, Financial Management, ITC
Ms. Sophie Hecht de Alwis, Chief, Central Support Services, ITC
Ms. Natalie Domeisen, Publication Manager, ITC
Ms. Anna Halasan, Professional Practices Section, IAD, OI0S
Mr. Mika Tapio, Chief, European Audit Section, IAD, OIOS

Street address P: +4122730 0111 Postal address
International Tradle Centre ‘F: +4122733 4439 International Trade Centre
54-56 Rue de Montbrillant E: itcreg@intracen.org Falais des Nations

1202 Geneva, Switzerand www.intracen.org 1211 Geneva 10, Switzerland



