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Overall results relating to the effective
management of conference services were
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Implementation of two important
recommendations remains in progress.

FINAL OVERALL RATING: PARTIALLY
SATISFACTORY

5 November 2012
Assignment No. AA2011/212/01



IL

III.

IV.

ANNEX I

APPENDIX 1 Management response

BACKGROUND
OBJECTIVE AND SCOPE
AUDIT RESULTS

A. Regulatory framework

ACKNOWLEDGEMENT

CONTENTS

Status of audit recommendations

Page

1-2



AUDIT REPORT

Audit of the management of conference services in the
United Nations Office at Nairobi

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of the management of
conference services in the United Nations Office at Nairobi (UNON).

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations and rules.

3. The UNON Division of Conference Services (UNON-DCS) is part of the Department of General
Assembly and Conference Management (DGACM) at the United Nations Headquarters in New York and
a division of UNON as per ST/SGB/2005/9 “Organization of the Department for General Assembly and
Conference Management” and ST/SGB/2009/3 “Organization of the United Nations Office at Nairobi”.
UNON-DCS provides a full range of conference services to the United Nations programmes located in
Nairobi, in particular the United Nations Environment Programme (UNEP), the United Nations Human
Settlements Programme (UN-Habitat) and their subsidiary bodies, as well as to meetings and conferences
of other international organizations.

4. UNON-DCS was established as a separate financial entity of UNON in September 2000 through
the consolidation of the regular budget conference servicing activities and resources previously allocated
to the budget sections of UNEP, UN-Habitat and UNON. The budget of UNON-DCS is approved by the
General Assembly as part of overall General Assembly and Economic and Social Council affairs and
conference management (part I, section 2), while the administrative management of UNON-DCS is
mandated to UNON. The budget of DCS over the last two biennia is presented in Table 1.

Table 1: Resource requirements by sub-programme of UNON-DCS

Amounts
(in thousands of §) Posts
Subprogramme 2008-2009  2010-2011* 2008-2009  2010-2011
Regular budget:
Planning and coordination of
conference services 6,534.8 6,761.8 10 10
Documentation services 5,690.9 6,994.2 24 31
Meetings and publishing services 6,489.3 6,812.8 25 26
Subtotal 18,715.0 20,568.8 59 67

Extra-budgetary 10,094.3 12,033.2 77 69

Total 28,809.3 32,602.0 136 136
* before re-costing, e.g. new exchange rates, fluctuations, etc

Source: General Assembly proposed programme budget for the biennium 2010-2011, (4/64/6 - Section 2 — 4).




5. UNON-DCS comprises the Office of the Chief of Division, the Planning and Coordination
Section, the Translation and Editorial Section, the Interpretation Section and the Publishing Services
Section. DCS services include the provision of conference facilities, support staff, publishing services,
editing, translation, and interpretation, as well as exhibitions. The 14 conference rooms, managed by
UNON-DCS, were renovated at a cost of $6 million in the biennium 2008-2009, mainly for interpretation
equipment and other electrical construction works. Additional up-grading, amounting to $3.5 million, will
be undertaken in 2012 covering both functional and modernization aspects. Renovation of facilities has
been regularly undertaken using funds from UNON, DGACM, and locally generated surplus from extra-
budgetary funds (XB) received from clients for conference service rendered.

6. Comments provided by UNON are incorporated in italics.

II. OBJECTIVE AND SCOPE

7. The audit was conducted to assess the adequacy and effectiveness of the UNON-DCS
governance, risk management and control processes in providing reasonable assurance regarding the
effective management of conference services.

8. This audit was selected based on the risk assessment of UNON, because of the high volume of
business generated by the Division.

9. The key control tested for the audit was regulatory framework. For the purpose of this audit,
OIOS defined this key control as controls that provide reasonable assurance that policies and procedures:
(a) exist to guide the operations of DCS; (ii) are implemented consistently; and (iii) ensure the reliability
and integrity of financial and operational information.

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

11. OIOS conducted this audit from 1 September to 16 December 2011. The audit covered the period
from 1 January 2008 to 30 June 2011.

12. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness.

III. AUDIT RESULTS

13. The UNON-DCS governance, risk management and control processes examined were assessed as
partially satisfactory in providing reasonable assurance regarding the effective management of
conference services. OIOS made two recommendations to address the issues identified in the audit.
UNON-DCS had established adequate controls for the management of conference services relating to
procurement, travel, human resources and property management. However, control deficiencies existed in
the examined areas, including a lack of formal delegation of approving authority for translation contracts,
and a failure to credit surplus from extra-budgetary resources to miscellaneous income as required under
UN Financial Regulations and Rules.

14. The initial overall rating was based on the assessment of key controls presented in Table 2 below.
The final overall rating is partially satisfactory as implementation of two important recommendations
remains in progress.



Table 2: Assessment of key controls

Control objectives
Compliance
Business Efficient and Acclfrate . with
N Key controls . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
p g and rules
Effective Regulatory Satisfactory Partially Satisfactory Partially
management of framework satisfactory satisfactory
conference
services
FINAL OVERALL RATING: PARTIALLY SATISFACTORY
A.  Regulatory framework
Need for formal delegation of approving authority for translation contracts
15. UN rules require delegation of authority to be personal, granted in writing and regularly

monitored. The Director of UNON-Division of Administrative Services (UNON-DAS) holds the
delegation of authority for the management of financial, human and physical resources from the
Department of Management. There was no evidence that he had in turn delegated his authority to the
Chief of UNON-DCS. Nevertheless, during the period under review (January 2008 - June 2011) the Chief
of UNON-DCS approved 1,078 translation contracts valued at approximately $3.1 million. The Chief of
UNON-DCS explained that while he never received a formal delegation of authority, this had been the
practice in the Division and that there was a need to clarify the signing authority for translation contracts.
Formal delegation of authority is a key internal control requirement and the absence of formal delegation
creates legal uncertainty with regard to decisions made and approvals provided.

(1) The UNON Administration should either formally delegate approving authority for
translation contracts to the Chief of UNON Division of Conference Services or
immediately take over the signing of such contracts.

UNON accepted recommendation 1, which will remain open pending receipt of evidence that a
delegation of authority has been granted to the Director of UNON-DCS or other alternative means of
approving translation contracts have been made.

Extra-budgetary income not managed in accordance with United Nations Financial Rule 103.6 (a)

16. Under the provisions of United Nations Financial Rule 103.6 (a), reimbursements of actual
expenditures incurred may be credited to the accounts against which they were originally charged and for
those expenditures incurred in prior financial periods, they shall be credited as miscellaneous income.

17. In 2001, UNON-DCS introduced a “charge-back” system to recover from XB clients costs
incurred for services rendered, but the proceeds were being credited neither to the accounts against which
they were originally charged nor to miscellaneous income. Because of a growing client base and
increasing Regular Budget contributions over the last five budget periods, UNON-DCS was obtaining a
surplus and was crediting it to build an operational reserve of around 20 per cent of XB contributions,
reported at $1.5 million as of 30 June 2011. Therefore income that, under the provisions of UN Financial



Rule 103.6 (a) should be credited to the accounts against which they were originally charged or to
miscellaneous income, is instead retained to co-fund the current organizational setting of UNON-DCS.

(2) The UNON Administration should comply with United Nations Financial Rule 103.6 (a)
and ensure that reimbursement of actual expenditures incurred within the same financial
period is credited to the accounts against which they were originally charged and for those
expenditures incurred in prior financial periods to miscellaneous income, or seek an
exemption from the UN Controller on the use of extra-budgetary funds.

UNON accepted recommendation 2 and stated that UNON Administration would ensure that DCS
cost-recovery mechanism complies with the UN Financial Regulations and Rules and that it would
be administered/overseen by UNON/DAS. Recommendation 2 remains open pending receipt of
evidence of compliance with United Nations Financial Rule 103.6 (a), including crediting of the
existing surplus to miscellaneous income, or of an exemption granted by the Controller.

IV. ACKNOWLEDGEMENT

18. OIOS wishes to express its appreciation to the Management and staff of UNON for the assistance
and cooperation extended to the auditors during this assignment.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX I

AA2011/212/01 — Audit of the management of conference services in the United Nations Office at Nairobi (UNON)

sy 1 .
L EE Recommendation Critical \~ Ow Actions needed to close recommendation ::c_o:_n:m ation
no. Important [0) date

1 The UNON Administration should either formally | Important 0] Submission to OIOS of evidence that a 31 October 2012
delegate approving authority for translation delegation of authority has been granted to the
contracts to the Chief of UNON Division of Director of UNON-DCS or that alternative
Conference Services or immediately take over the dispositions for the approval of translation
signing of such contracts. contracts have been made

2 The UNON Administration should comply with Important 0] Submission to OIOS of evidence of compliance | 31 March 2013

United Nations Financial Rule 103.6 (a) and ensure
that reimbursement of actual expenditures incurred
within the same financial period is credited to the
accounts against which they were originally
charged and for those expenditures incurred in prior
financial periods to miscellaneous income, or seek
an exemption from the UN Controller on the use of
extra-budgetary funds.

with United Nations Financial Rule 103.6 (a),
including crediting of the existing surplus to
miscellaneous income, or of an exemption
granted by the Controller

! Critical recommendations address significant and/or pervasive deficiencies or weaknesses in governance, risk management or internal control processes, such
:.8 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
mmmE,m:aa may be at risk regarding the achievement of control and/or business objectives under review.
= closed, O = open
Umﬁm provided by UNON in response to recommendations




