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AUDIT REPORT

Audit of theadministration of full retirement benefits by the
New York office of the United Nations Joint Staff Pension Fund

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of the administration of full
retirement benefits by the New York office of thaitéd Nations Joint Staff Pension Fund (UNJSPF or
the Fund).

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

(a) effective and efficient operations; (b) accerafinancial and operational reporting;
(c) safeguarding of assets; and (d) compliance mihdates, regulations and rules.

3. The UNJSPF was established in 1949, by a resolufothe General Assembly, to provide
retirement, death, disability and related bendéitsstaff upon cessation of their services with theted
Nations, under the Regulations, Rules and Pensijusément System of the UNJSPF. According to
Article 28 of the UNJSPF Regulations, a full ratient benefit was payable to a participant whoseoage
separation is the normal retirement age or morevdrase contributory service was five years or longe
At the time of this audit, normal retirement agesvé® for participants whose patrticipation commenced
before 1 January 1990 and 62 for participants wipasgcipation commenced on or after 1 January 1990

4, The core functions of the Secretariat of the UNJ&RFadministration and payment of benefits
to beneficiaries of the Fund. The New York officethe UNJSPF paid over US$ 1.3 billion in full
retirement benefits for the period from 1 Januadg2to 31 May 2013. The office processed pension
entittements and benefits payments for the Unitedidds Secretariat, United Nations Development
Programme, United Nations Children’s Fund, Intdomel Civil Aviation Organization and International
Seabed Authority. Processing of benefits and paysnéor staff of other member organizations was
conducted by the Geneva office of the UNJSPF.

5. The full retirement benefits were processed by @perations and Financial Services of the
Fund’s Secretariat in New York. The two servioggorted to the Office of the Chief Executive Office
The Operations and Financial Services reportechd&3a filled posts respectively.

II.  OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequacgfi@ativeness of UNJSPF governance, risk
management and control processes in providing nedd® assurance regarding tbiective and
efficient administration of full retirement benefits by the New York office of the United Nations
Joint Staff pension Fund.

7. This audit was included in the 2013 OIOS risk-bageutk plan due to the financial and
reputational risks related to pension benefit payraetivities.

8. The audit did not cover the other types of bendfitd are administrated in the New York office,

such as early retirement, deferred retirement, dedtWwal settlement, disability, widows and widowers,
divorced surviving spouses, spouses married affgaration, children, secondary dependant, anduasid

1



settlement. OIOS planned to audit the differenes/pf benefits in both the New York and the Geneva
offices selectively over three years based onkaagsessment. Accordingly, an audit of selecteefiten
processed by the Geneva office was included i2@i& OIOS audit work plan.

9. The key control tested for the audit was regulafoaymework. For the purpose of this audit,
OIOS defined this key control as one that providesonable assurance that policies and proceda)es:
exist to guide the operations of UNJSPF in the afegdministration of full retirement benefits; (a)e
implemented consistently; and (c) ensure reliabditd integrity of financial and operational infation.

10. The key control was assessed for the control diggcshown in Table 1.

11. OIOS conducted the audit from June to October 20T8e audit covered the period from 1
January 2012 to 31 May 2013. The audit reviewed@healculations and payments of a sample of full
retirement benefits; (b) performance benchmarkspfocessing and payments of benefits; (c) related
general ledger entries in the UNJSPF accountingsysand (d) the certificate of entitlement process

12. The audit team conducted an activity-level riskeasment to identify and assess specific risk
exposures, and to confirm the relevance of thectmlekey controls in mitigating associated risks.
Through interviews, analytical reviews and testeaftrols, OIOS assessed the existence and adequacy
of internal controls and conducted necessary testdetermine their effectiveness. The audit team
reviewed relevant regulations, policies and procesiure-performed the calculation of a sample of
randomly selected full retirement cases, reviewejomprocesses by tracing related transactions from
beginning to end, and discussed relevant issuésWitJSPF Secretariat managers and staff.

1. AUDIT RESULTS

13. The UNJSPF governance, risk management and controkpses examined were satisfactory in
providing reasonable assurance regardingetfestive and efficient administration of full retirement
benefits by the New York office of the United Nations Joint Staff Pension Fund.

14. The overall rating was based on the assessmetiedfey control presented in Table 1 below.
Controls over the calculation and payments of fefirement benefits were adequate. The certifichte
entitlement process was effective in detecting beiagies that needed to be suspended based an thei
non-responses to the Fund’s requests for signeificaion forms. OIOS discussed with the Fund
Secretariat opportunities for additional contralsfarther mitigate the risk of the failure to reptine
deaths of beneficiaries. The Fund Secretariatatdd that it will continue to further improve d@sntrols

to prevent possible fraud related to this riskrefere, OlIOS did not make a recommendation.



Table 1: Assessment of key control

Control objectives

Compliance
. - Efficient and | , ~\ccurate . with
Business obj ective Key control : financial and | Safeguarding
effective . mandates,
) oper ational of assets )
operations renortin regulations
P 9 and rules
Effectiveand Regulatory Satisfactory Satisfactory Satisfactory Satisfactory

efficient framework
administration of
full retirement
benefits by the
New York office
of the UNJSPF

FINAL OVERALL RATING: SATISFACTORY

Regulatory framewor k

The controls over the calculation of full retirerhéenefits were adequate

15. The provisions of Article 28 of the Regulations asdjng the calculation of the full retirement
benefit were embedded into the Pension Fund’s Aditnition System (PENSYS). Participant data was
entered into PENSYS through the system interfat¢le Member Organizations. There were three levels
of controls over the full retirement benefit caltibn embedded into PENSYS that required the
involvement of three staff members of the PensiotitEment Section with the following functions)) (a
the calculator who populated limited fields in PEf&Sand ran the calculation; (b) the auditor who
conducted detailed checks to ensure that calcokteere correct and all supporting documents were
available; and (c) the releaser that conductedkshet certain fields to ensure that names, job remnb
account numbers and payment instructions were @orre

16. For all new full retirement beneficiaries procesbgdhe Pension Entitlement Section during the
period from 1 January 2012 to 31 May 2013, OlOSemged the PENSYS activity log to confirm that the
functions of calculation, audit and release werepprly segregated. Also, OIOS calculated the full
retirement benefits at the portfolio level for thesew beneficiaries based on years of contributory
service, final average remuneration and rates lgsttald by the Regulations. Results were compared to
the actual benefits, and OIOS concluded that veesmwere within a reasonable level given the OIOS
calculation was an estimate for overall analytimliew purposes, and it did not include all options
available to the beneficiaries.

17. For each of the five major full retirement benefgenarios, including adjustments for small
pensions, maximum benefits, validation and restmmads well as calculation of children’s benefitala
lump sum payments, OIOS recalculated the full eetignt benefits for beneficiaries that reached
retirement age during the period under review tofweompliance with Article 28 of the Regulations,
and compared the calculations to the amounts geetsy PENSYS. For the selected beneficiaries,
OIOS reviewed supporting documentation such agittie certificates of participants to ensure elilifi{p

for full retirement benefits, years of contributosgrvice, pensionable remuneration rates, personnel
actions and eligibility for children benefits indar to ensure that the information in PENSYS was
correct. OIOS concluded that calculations proadsse PENSYS were in compliance with the
Regulations, Rules and Pension Adjustment Systechcantrols over the calculation of full retirement
benefits were adequate.



Controls over payments of full retirement beneffeye adequate

18. The schedule of payroll processing was developeth&yPayment Unit so that when cases were
released in PENSYS by the™f each month, they were consolidated in the pextroll which was
payable on the®1of the following month. OIOS reviewed a sample2&f payment transactions and
observed that the payroll was disbursed in a timadyner to the concerned individuals for the an®unt
authorized in PENSYS and in the relevant curreaoyg the transactions were completely and accurately
recorded in the accounting system. OIOS also ubdethat there were procedures in place to follgw-u
cases of failed wire transfers and un-cashed clsedueddition, OIOS reviewed that the cost offliyi
adjustment was accurately accounted for when ttieees reviewed opted for the local track option.
OIOS concluded that controls over payments ofritifement benefits were adequate.

The controls over the certificate of entitlemerdqass were effective in detecting beneficiaries tha
needed to be suspended

19. The Fund verified the continuing eligibility of beficiaries through a certificate of entitlement
process. All beneficiaries, except those retiigdr®nths prior, were required to return signedifieate

of entitlement forms annually, as evidence of corgd eligibility for the benefits received. ThenEu
carried out a signature verification process adogrtb the General Procedure for processing ceatifis
of entittements. The signature verification wasgjuieed annually for all beneficiaries receiving a
disability benefit or a widow’s /widower’s benefind for all beneficiaries over the age of'.85The
signature verification was required every two ydarsdeneficiaries between the age of 75 and 88;ian
was required every 5 years for the remaining bersfes.

20. In cases where the beneficiaries did not returigiaes certificate of entittement form, the Fund
mailed them a second request. If no duly complébeah reached the Fund after the second round of
mailings, a special case by case review was caprietb determine whether the Fund received argctlir
communications from the respective beneficiarieenduthe year. In addition, a further review was
carried out with the assistance of the Staff PenSlommittees and the offices of the Association of
Former International Civil Servants. In cases wheao confirmation of continued eligibility was
obtained, the subsequent benefit payment was sdegerAccording to the Fund, it suspended 842 and
923 beneficiaries as a result of the 2011 and 2@ett#icate of entitlement processes respectively.

21. OIOS obtained the population of 54,567 beneficeasabject to the certificate of entitlement
process in 2012 as shown in Table 2.

Table 2

Distribution of beneficiaries by age based on the certificate of entitlement data as of October 2012

Age distribution Number of beneficiaries Percentage
Over 100 years 57 0.10
Between 85 and 100 years 6,327 11.60
Between 75 and 85 years 13,968 25.60
Between 60 and 75 years 30,326 55.58
Others 3,889 7.12
Total population 54,567 100

! Subsequent to the audit, the Fund Secretariatareti that the signature verification was requéedually for all
beneficiaries over the age of 75. This represeateigher level of testing than the General Procesifor
processing certificates of entitlements which regjgignature verification for beneficiaries oves #ige of 85.
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22. OIOS reviewed the data for the entire populatiorbefeficiaries subject to the certificate of
entitlement process by age and identified thosewkeee sampled by the Fund for signature verifaatn
2012. OIOS observed that all beneficiaries oveyedrs were subject to signature verification by the
Fund in compliance with the established procedur@$OS also selected a sample of ten beneficiaries
over 85 years and compared their signatures orethened certificate of entitlement forms to sigmas

on file, noting no discrepancies.

23. OIOS selected a sample of ten beneficiaries fraen2il2 suspension list and verified that they
were suspended in PENSYS as of 1 October 2013ho#édth the deadline for submission of the second
certificate of entitlement installment was 31 Md&A3, the suspension took place in September 2@é8 af
allowing for the additional reviews to determine ttontinued eligibility of the beneficiaries.

24, OIOS selected a sample of 16 retirees from the lptipo of 57 beneficiaries over 100 years and
reviewed the results of the 2012 certificate oftlemhent process pertaining to them. OIOS noted th
three beneficiaries were suspended because thedsagmtificate of entitlement forms were not reaan
five were terminated based on the information tha&t beneficiaries were deceased; and, eight were
signature verified for continuous eligibility. O8Dobserved that the Fund followed the established
procedures.

25. The Fund’'s certificate of entittement process wtscéve in (a) detecting beneficiaries that
needed to be suspended based on their non-respontes requests to return the signed certification
forms to the Fund; and (b) terminating the recafdhe beneficiaries that were reported deceaSd@S
discussed with the Fund Secretariat opportunitesdditional controls to further mitigate the riskthe
failure to report the deaths of beneficiaries. Huad Secretariat indicated that it will continoefurther
improve its controls to prevent possible fraud teddato this risk; therefore, OIOS did not make a
recommendation.

V. ACKNOWLEDGEMENT

26. OIOS wishes to express its appreciation to the idament and staff of the United Nations Joint
Staff Pension Fund for the assistance and cooparattended to the auditors during this assignment.

(Sgned) David Kanja
Assistant Secretary-General for Internal Oversignvices
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UNITED NATIONS JOINT STAFF PENSION FUND
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MEMORANDUM
Ref: New York, 28 February 2014
ﬂ %
To/  Ms. Carmen Vierula, Chief of New York TFrom <Sergio B. Arviza
A: Audit Service /De: Chief Executive Officer
Internal Audit Division, OIOS United Nations Joint Staff Pension Fund

Subject / Objet:  Assignment No. AS2013/800/03 - Audit of UNJSPF administration of full
retirement benefits by the New York office of the United Nations Joint Staff
Pension Fund - UNJSPF Secretariat response to the draft report

L. Reference is made to your memorandum dated 18 February 2014, in which you submuited
for the Fund’s comments the draft report on the audit of administration of retirement benefits.

2. The Fund wishes to express its appreciation to OIOS for its excellent work in this detailed
audit exercise as well as for the constructive discussions with the Fund Secretariat.

3. The Fund notes that the overall audit results are satisfactory and that OlOS has identified
that the Fund’s governance, risk management and control process provide reasonable assurance
regarding the effective and efficient administration of full retirement benefits.

4. As discussed in a meeting of UNJSPF staff with you, the results of the review and
verification of these core processes constitute an importance assurance of the Fund’s internal
control environment and sound operational framework and will be considered in regards to the
Fund’s introduction of the Statement of Internal Control.

5. When preparing the internal audit plan for 2013-2015 and defining the scope of this audit,
OIOS had informed the Audit Committee and the Fund’s management that in order to improve
the efficiency and effectiveness of the internal audit team’s work and to cover all high risk areas
as identified in the Fund’s comprehensive risk assessment, OIOS had combined audit assignments
with related content and programmed to conduct a comprehensive audit that covered the entire
pension process starting from contributions, administration of pension entitlements and payment
of benefits. The proposed audit plan included review of the contributions reconciliation process.
This broad scope was agreed by the Audit Committee and the Fund’s management.



6. The Fund observes that as part of the audit work for this assignment, OIOS did review the
reconciliation of contributions made by member organizations and reported the results of the
review in the detailed results report. However, in the draft report the results of the review of
contributions were not included.

7. The Fund relies heavily on the information provided by its member organizations for the
determination and calculation of pension entitlements and for the reconciliation of contributions.
The detailed description of the audit work, detailed results and OIOS comments on the time
member organizations take to provide information in the reconciliation of contributions, is
important for the Fund to share with its member organizations. The review of the controls
addressing the contribution process —as was done in the audit- is also of particular importance in
respect of the Fund’s introduction of the Statement of Internal Control. Therefore, the Fund
kindly requests that the results of the audit work on reconciliation of contributions be included in
the final report before its publication (which will also require amending and expanding paragraph
14).

8. The Fund would also like to provide OIOS certain clarifications, corrections and
comments to the text of the report which are detailed in Annex I

cc..  Mr. Fernando Salon, UNJPSF Audit Section, OIOS
Mr. Paul Dooley
Mr. Frank Deturris
Mr. Karl-Ludwig Soll
Ms. Kathalina Manosalvas



ANNEX 1
COMMENTS AND CLARIFICATIONS TO THE REPORT

Assignment No. AS2013/800/03 - Audit of UNJSPF administration of full retirement
benefits by the New York office of the United Nations Joint Staff Pension Fund

Paragraph 5: Please replace “the Operation Services” by “Operations”.

Paragraphs 20 and 21: OIOS reported that 502 of 811 full retirement benefit cases (62 per
cent) reviewed by OIOS met the overall performance benchmark and that the difference
versus the benchmark was related, in part, to the fact that the Fund required additional
documents to initiate the benefit calculation process. In addition, and in order to be more
consistent in its comparison with the actual benchmark, the Fund secretariat respectfuily
requests OIOS to note in paragraph 21 that the performance calculation reported by OIOS
1s not a regular metric utilized by the Fund, since it is limited only to “full retirement
cases”, whereas the “regular” performance benchmark for the processing of benefits, as
normally considered and reported by the Fund, covers the actual range of cases that are
dealt by Operations; that is, it includes both "retirement” and "full withdrawal" cases. This
broader metric provides a better indication of the actual workload and performance versus
the goal (reflecting that about 75 to 77% of the cases are done within the approved
benchmark).

Paragraph 22: The Fund secretariat requests OIOS to adjust paragraphs 22 and 25 to note
that the signature verification is required: annually for all beneficiaries receiving a
disability benefit or a widow’s / widower’s benefit, and for all beneficiaries over the age
of 75, and every 5 years for the remaining beneficiaries.

Paragraphs 14 and 28: The Fund secretariat kindly requests OIOS to note in paragraph 14
and at the end of paragraph 28 that the Fund secretariat has not “initiated” but “continues
to further improve its controls to prevent possible fraud related to the failure to report the
death of a beneficiary”.




