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INTEROFFICE MEMORANDUM MEMORANDUM INTERIEUR

OFFICE OF INTERNAL OVERSIGHT SERVICES - BUREAU DES SERVICES DE CONTROLE INTERNE
INTERNAL AUDIT DIVISION  DIVISION DE L'AUDIT INTERNE

10 Ms. Angela Kane, Under-Secretary-General paTe: 25 August 2008
- for Management

Mr. Kiyotaka Akasaka, Under-Secretary-General for
Communications and Public Information and Chairman of
the Arts Committee

Mr. David Veness, Under-Secretary-General for Safety and
Security

Mr. Robert Benson, Director, Ethics Office

Mr. Adnan Issa, Executive Officer, Executive Office of the
Secretary-General

REFERENCE: IAD: 08- @/4 9‘7‘

rrom: Dagfinn Knutsen, Director ol r WV
pe: Internal Audit Division, O10S
susject: Assignment No. AH2007/510/05 - Audit of the Gifts Management System at
osset: United Nations Headquarters

1. [ am pleased to present the report on the above-mentioned audit.

2. Based on your comments, we are pleased to inform you that we will close
recommendation 7 in the OIOS recommendations database as indicated in Annex 1. In
order for us to close the remaining recommendations, we request that you provide us with
the additional information as discussed in the text of the report and also summarized in
Annex 1.

3. Please note that OIOS will report on the progress made to implement its
recommendations, particularly those designated as high risk (i.e., recommendations 1, 2,
4,5,6,8, 10 and 15) in its annual report to the General Assembly and semi-annual report
to the Secretary-General.

cc: Mr. Swatantra Goolsarran, Executive Secretary, UN Board of Auditors
Ms. Maria Gomez Troncoso, Officer-in-Charge, Joint Inspection Unit Secretariat
Mr. Jonathan Childerley, Chief, Oversight Support Unit, Department of Management
Mr. Byung-Kun Min, Programme Officer, OIOS
Mr. William Petersen, Chief, New York Audit Service, OI0S
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FUNCTION

INTERNAL AUDIT DIVISION

“The Office shall, in accordance with the relevant provisions of the
Financial Regulations and Rules of the United Nations examine,
review and appraise the use of financial resources of the United
Nations in order to guarantee the implementation of programmes and
legislative mandates, ascertain compliance of programme managers
with the financial and administrative regulations and rules, as

well as with the approved recommendations of external oversight
bodies, undertake management audits, reviews and surveys to
improve the structure of the Organization and its responsiveness

to the requirements of programmes and legislative mandates, and
monitor the effectiveness of the systems of internal control of

the Organization” (General Assembly Resolution 48/218 B).

DIRECTOR:
Dagfinn Knutsen, Tel: +1.212.963.5650, Fax: +1.212.963.2185,

e-mail: knutsen2@un.org

DEPUTY DIRECTOR:
Fatoumata Ndiaye: Tel: +1.212.963.5648, Fax: +1.212.963.3388,
e-mail: ndiaye@un.org

CHIEF, NEW YORK AUDIT SERVICE:
William Petersen: Tel: +1.212.963.3705, Fax: +1.212.963.3388,
e-mail: petersenw(@un.org




EXECUTIVE SUMMARY

Audit of the Gifts management system at
United Nations Headquarters

OIOS conducted an audit of the Gifts management system at United
Nations Headquarters. The overall objective of the audit was to evaluate the
adequacy and effectiveness of internal controls over the gifts management
system. The audit was conducted in accordance with the International Standards
for the Professional Practice of Internal Auditing.

OIOS found that the overall system of internal control over gifts
management is weak, which had resulted in the loss of works of art. The current
regulatory framework governing acceptance of gifts is not sufficient and there is
no formal arts policy adopted by the United Nations apart from Regulation 3.11
and Rule 103.4 in the Financial Regulations and Rules. In OIOS’ opinion, too
much reliance is placed on the institutional memory of a few staff members.
OIOS was also unable to provide assurance on the completeness of records in the
gifts registries.

The major findings of OIOS were as follows:

(1) The regulatory framework over gifts received by the Secretary-
General is ambiguous and requires review.

(ii) The regulatory framework is not adequate to deal with acceptance,
recording, preservation and disposal of gifts to the Organization.

(i) The Architectural and Engineering Unit of the Facilities
Management and Commercial Services Division, Department of
Management maintains two registries on organizational gifts that
contain duplicate records, gaps in numbering and discrepancies in
the number of records. The official facilities management database,
Aperture, is updated infrequently.

(iv) Several gifts were not registered and their location is currently
unknown.

W) The Organization did not seek approval from the General Assembly
for gifts received from famous artists and foundations, contrary to
the Financial Regulations and Rules which require an approval when
gifts or donations directly or indirectly involve additional financial
liability for the Organization. Consequently, maintenance and
preservation of these gifts is problematic since the United Nations
can not provide for necessary funding required for their maintenance
and preservation in the budget.

(vi) The maintenance of organizational gifts is ad hoc and largely
dependent on the willingness of Member States to provide the
funding. There is no preservation programme at United Nations that
provides valuable artwork with regular cleaning and restoration.
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I. INTRODUCTION

1. The Office of Internal Oversight Services (OIOS) conducted an audit of
the gifts management system at United Nations Headquarters. The audit was
conducted in accordance with the International Standards for the Professional
Practice of Internal Auditing.

2. The audit focused on gifts of works of art to the United Nations and also
covered gifts to the Secretary-General and gifts to staff members. Gifts to the
United Nations include donations from Member States and individual artists and
foundations in the form of ancient artifacts, sculptures, paintings, tapestries and
other works of art. The United Nations collection includes some outstanding
objects of antiquity such as Roman mosaics from Tunisia, a 2000-3000 year old
ceremonial mantle from Peru, a Cypriot amphora from 700-600 B.C., a 700 B.C.
bronze statuette of the god Osiris from Egypt and other valuable works. Many
famed artists of the last hundred years are represented in the United Nations gifts
collection.

3. Comments made by the Department of Management, the Department of
Safety and Security and the Ethics Office are shown in italics.

il. AUDIT OBJECTIVES

4. The main objective of the audit was to evaluate the adequacy and
effectiveness of internal controls over the gifts management system at United
Nations Headquarters.

iil. AUDIT SCOPE AND METHODOLOGY

5. OIOS reviewed manual records and Aperture, a Facilities Management
Service (FMS) database, which tracks gifts to the United Nations, as of
31 December 2007. OIOS interviewed staff of the Department of Management
(DM), the Department of Safety and Security (DSS), the Department of Public
Information, the Ethics Office and the Executive Office of the Secretary-General
(EOSG). OIOS submitted a questionnaire on gifts management to heads of
departments and executive officers of ten departments and received responses
from seven departments.

IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Gifts to the Organization

Inadequate regulatory framework

6. OIOS found that the existing regulatory framework is not adequate to
deal with acceptance, recording, maintenance and preservation of gifts to the
Organization. The only regulation that authorizes acceptance of gifts is the



