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AUDIT REPORT

Audit of the preparedness of the United Nations Univer sity to comply with the
I nter national 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
United Nations University (UNU) to comply with theternational Public Sector Accounting Standards
(IPSAS) on property, plant and equipment (PPE)ianentory.

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 teer

(a) efficient and effective operations; (b) accerfwancial and operational reporting; (c) safediray 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 gwdsentation of the organization’s financial
statements. The first set of IPSAS-compliant faiahstatements for the United Nations Secretasiat
scheduled for the fiscal year 1 January to 31 Déeer2014. The Department of Management has issued
a policy framework for IPSAS that establishes theegories and thresholds for existing assets thhat w
be reportable as PPE and inventory.

4. UNU had established an IPSAS implementation teansisting of key staff from the following
units: Budget and Finance Services, Informationhfietogy Services, Human Resources Services,
Procurement and Travel Services and Programme 8uppd. The overall management of the IPSAS
implementation project and the responsibility feogqucing reliable IPSAS relevant information rested
with the Finance Department in the Office of theedtor of Administration. The Facilities Manageren
Unit, Office of the Director of Administration, walesponsible for managing all property assets fdtU
The UNU Press, Office of the Rector, was respoadildl managing the inventory.

5. The implementation of IPSAS at the United Natiogguires 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 counts.
preparing opening balances for PPE and inventoNt) llad been able to build upon its existing records
of items classified under the present United Nati®ystem Accounting Standards (UNSAS) as non-
expendable property and expendable property (iovgnt UNU did not own any real estate asset as all
the office space that it occupied at its headqusite Tokyo and its 14 institutes and programmes wa
leased (inclusive of donated right-to-use arranggsm@rovided by the host government). UNU had
procedures in place to classify these leases. eTAldhows the status of non-expendable property and
expendable property (inventory) at UNU as at 31dbgmer 2012 without any capitalization threshold.



Table 1
Non-expendable and expendable property at UNU asat 31 December 2012

Headquarters (US$) Ingtitutes & Programmes (US$)
Non-expendable property 3,078,405 5,092,103
Expendable property (inventory)* 211,171 -

Source: Data provided by UNU Finance Department
* The inventory is held at the UNU headquarterSakyo and in a warehouse located in the UnitedeStat

II.  OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequacefteddiveness of UNU governance, risk
management and control processes in providing ned® assurance regarding thieeparedness of
UNU to comply with IPSAS on PPE and inventory.

7. The audit was included in the 2013 internal auditkaplan for UNU, due to the risk that UNU
may be unable to properly implement IPSAS if it sloet adequately prepare itself to generate accurat
and reliable opening balances of PPE and invertprd January 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 thatvjtes 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 theatglity and integrity of financial and operational
information.

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

10. OIOS conducted this audit from November to Decen@t3. The audit covered the period
from 1 January 2012 to 30 November 2013.

11. OIOS conducted an activity-level risk assessmendeatify 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@lOS assessed the existence and adequacy rofinte
controls and conducted necessary tests to detetheiecsffectiveness.

1. AUDIT RESULTS

12. The UNU governance, risk management and controtgases examined were assessed as
satisfactory in providing reasonable assurance regardingptteparedness of UNU to comply with
IPSAS on PPE and inventory. UNU had established and followed procedures thar physical
verification, reconciliation and write-off of asseand inventory. UNU had also developed a work pla
with specific timeframes for the IPSAS implemerdatiactivities, including in respect of PPE and
inventory, and reported monthly the progress o$¢hactivities to the United Nations IPSAS teamhat t
Headquarters 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
Efficientand | ,, /\ccurate o
Business obj ective Key control . financial and | Safeguarding
effective . mandates,
) oper ational of assets )
oper ations renortin regulations
P 9 and rules
Preparedness of UNU Regulatory | Satisfactory Satisfactory Satisfactory Satisfactory
to comply with IPSAS framework
on PPE and inventory

FINAL OVERALL RATING: SATISFACTORY

Regulatory framewor k

Procedures were established and followed to erikarealidity of asset records

14, The UNU asset register was maintained using thetasmnagement module in the Atlas
enterprise resource planning system and was meditoy the Finance Department. UNU conducted its
last annual physical verification of assets at htsadquarters in Tokyo and all its institutes and
programmes in August 2012. The asset lists relaietthe physical verification were certified by the
designated asset managers at each location. @tiication process provided feedback on the ptafsi
counts and on items that were not found. OIOS @etpthe data per the count sheets at ten locations
and traced the assets valued $5,000 and above tastiet register. All assets selected from thetcou
sheets were duly found in the asset register. Fim@nce Department further obtained certificatibthe
existence and working status of all assets corsidd?PE in IPSAS-compliant accounts through
communication with the respective asset manag&i€S concluded that the procedures established for
ensuring the validity of asset records had opersatidfactorily.

Procedures were established and followed to erikarealidity of inventory records

15. The inventory at UNU consisted mostly of publicaip DVDs and souvenirs. They were
classified as items held for sale or external iistron. The inventory was held at the UNU headtgra

and on consignment in a warehouse in the UniteteStaRegarding the inventory on consignment, the
UNU inventory custodian provided a monthly listrfirdhe warehouse distribution services manager to
the Finance Department. UNU conducted its lastuahmphysical verification of inventory at its
headquarters in December 2012. The final reporttten physical inventory was reviewed and
consolidated by the Finance Department. OIOS camied that the procedures established for ensuring
the validity of inventory records had operatedsfattorily.

Procedures were established and followed for tbenaliation and write-off of not found, impaireddh
obsolete assets

16. The write-off requests of not found, impaired ahdaete assets, including those at the institutes
and programmes, were duly submitted to the UNU éntgSurvey Board for review, in accordance with
established procedures. The average number of takegs from receiving a request for write-off to
approving the request by the PSB was 46 in 201SB meetings were held quarterly. At the time @& th
audit, there were only two cases (valued at $4a8¥l$3,839, respectively) pending review by the PSB



OIOS therefore concluded that the procedures ésiadl for the write-off of not found, impaired and
obsolete assets had operated satisfactorily.

The progress of IPSAS implementation was closelgitnoed

17. The Finance Department had established a detaitekl plan for the IPSAS project. The work
plan contained the activities to be performed,diaet and finish dates of the activities, and taespn or
team responsible for the activities. UNU usedwuioek plan to provide a log of activities, timelinesd
risks relevant to IPSAS implementation. The Cht@fiance Officer, as the UNU IPSAS Project
Manager, was responsible for the monitoring andthigmeporting of the activities to the IPSAS teatn
the United Nations Headquarters in New York. Thanthly reports were submitted to Headquarters in a
timely manner and contained sufficiently detailatbrmation on the implementation of activities teth

to PPE and inventory.
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18. OIOS wishes to express its appreciation to the idament and staff of UNU for the assistance
and cooperation extended to the auditors durirgassignment.
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The United Nations
§ University

Q> Headquarters

53-70, Jingumae 5-Chome Phone: +81(0) 3 5467-1212

Shibuya-ku Fax: +81(0) 3 3499 2828
Tokyo 150-8925 E-mail: mbox@hq.unu.edu
Japan Homepage: www.unu.edu

to: Gurpur Kumar DATE: 12 March 2014

: Deputy Director, Internal Audit
Division, OIOS

>

rReFerence: 1AD-14-00132
THROUGH:

S/C DE:

rrom: Dr. David M. Malone
pe: Rector, UNU \\CQ

susiect: Draft report on an audit of the preparedness of the United
osieT: Nations University to comply with the International Public
Sector Accounting Standards on property, plant, equipment and
inventory (Assignment No. AE2013/376/02)

1. Thank you for the draft audit report dated 24 February
2014 on the above subject.

2. We agree with the content of the report and have no
further comments.

3. We would like to thank the auditors for the effective and
professional audit. The positive feedback is much
appreciated and serves as an important assurance that the
UNU is on the right track towards the preparation of the
first set of IPSAS compliant financial statements for the
2014 year end.

Ce 2

Mr. Max Bond, Executive Officer, UNU

Dr. Francois d’Artagnan, Director of Administration, UNU
Ms. Su Ching Ng, Chief Finance Officer, UNU

Ms. Anna Halasan, Professional Practices Section,
Internal Audit Division, OIOS



