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EXECUTIVE SUMMARY

Certificate of Entitlement process at the United Nations
Joint Staff Pension Fund

OIOS conducted an audit of the certificate of entitlement (CE) process at
the United Nations Joint Staff Pension Fund (UNJSPF). The overall objectives
of the audit were to assess the adequacy and effectiveness of internal controls
applied by the UNJSPF Secretariat in verifying the continuing eligibility to
benefit entitlements in order to prevent or recover overpayment of benefits; and
to determine the adherence to the established regulations and rules, policies and
procedures. The audit was conducted in accordance with the International
Standards for the Professional Practice of Internal Auditing.

In general, OIOS concluded that the UNJSPF Secretariat had carried out
its CE functions satisfactorily, and controls were generally adequate. There was
however, a need to improve the CE verification process to further reduce the risk
of fraud and overpayment by: independent third-party verification of all
beneficiaries over a certain age, and use of a sampling methodology which
ensures a high probability that beneficiaries have their signatures verified. The
UNIJSPF Secretariat had not conducted formal analysis of the statistics for non-
receipt of CEs, and did not fully comply with the procedures outlined in the
requirements of the procedure, especially with regard to timely follow-up of
outstanding cases and termination of long overdue cases. The major audit
findings were:

e The UNJSPF Secretariat currently uses CE as the only method of verifying
that beneficiaries are still alive; no independent third-party verification is
conducted. OIOS observed that 8,407 retirees (15%) had never had a
signature verification completed on any of their CEs, and an additional 4,106
retirees (7%) have had no signature verification in over five years, some
going as long as 14 years. The lack of signature verification, coupled with
inadequate follow-up on signature verification by the Client Services,
Records Management & Distribution Unit (CSRMDU), exposed the Fund to
an increased risk of fraudulent payments to a deceased beneficiary.

e Failure to comply with the requirement of General Procedure (GP) #68 to
delete cases from the Payroll if, after two years, the efforts to locate the
beneficiary have failed, has led to cases not being terminated on a timely
basis. This situation increases the risk that Pension Fund liabilities may be
overstated, which may affect the actuarial valuations.

e No follow-up was conducted of Work-Type (WT) 609 (CE/Suspended
Payments-Payroll). There were 200 open WT 609 cases as of January 2008.

» The GP was not updated to reflect the current organizational structure and
details of the processes used by the Payments Unit, including the CE
addendum to the general procedure.
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I. INTRODUCTION

1. The Office of Internal Oversight Services (OlOS) conducted an audit of
the Certificate of Entitlement (CE) process of the United Nations Joint Staff
Pension Fund (UNJSPF) Secretariat. The audit was conducted in accordance
with the I[nternational Standards for the Professional Practice of Internal
Auditing.

2. As of December 2006, the Fund had 98,433 active contributors
(participants) from its 22 UN System organizations/agencies, and 56,718
beneficiaries spread in some 190 countries. The total annual pension payments
were about $1.5 billion which are paid in 15 different currencies. During the
2007 CE exercise conducted in October 2007, a total of 45,772 CEs were sent
out, an increase of 3 per cent from the 2006 exercise (44,379).

3. The UNJSPF Secretariat verifies the continuous eligibility to pension
benefits by mailing the CE annually, usually in November, to the beneficiaries
requesting them to sign and mail them back to the UNJSPF as evidence of
continued eligibility for the benefits received. The Client Servicing and Records
Management and Distribution Unit (CSRMDU) of the Pension Entitlements and
Client Services Section (PECSS), and the Payments Unit (PU) of the Financial
Services Section (FSS) are responsible for the CE process.

4. One of the prevailing risks is the failure to report, or delay in reporting, a
beneficiary’s death, which may result in substantial overpayments that require
recoveries from surviving family members or from the estates of the deceased
beneficiaries. In order to avoid suspension of a benefit payment, the Fund has
emphasized that it is essential that beneficiaries complete and return the CE on a
timely basis each year. An announcement is regularly posted on the Fund’s
website to remind beneficiaries about the CE process.

5. Comments made by the UNJSPF Secretariat are shown in italics.

II. AUDIT OBJECTIVES

6. The main objectives of the audit were to:

(a) Assess the adequacy and effectiveness of internal control applied
by the UNJSPF Secretariat in verifying the continuous eligibility to
benefit entitlements in order to prevent or recover overpayment of
benefits;

(b) Determine whether the established regulations and rules, policies
and procedures are being adhered to; and

©) Follow-up on the implementation of prior audit
recommendations.



IIl. AUDIT SCOPE AND METHODOLOGY

7. This audit covered the Fund’s CE process during the biennia 2005-06
and 2006-07 as well as documents from other periods. The audit was conducted
using different methods including review of relevant CE documentation
maintained on the UNJSPF Secretariat’s systems, interviews of key staff,
evaluation of CE policies and procedures, random testing of the continuing
eligibility of beneficiaries, and an evaluation of the implementation of the
recommendations of previous audits of OlIOS and the Board of Auditors.

IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Certificate of Entitlement processing

Sampling methodology for signature verification not optimal

8. General Procedure (GP) #68 of the UNJSPF states that signature
verification is required for certain populations returning certificates of
entitlement. UNJSPF currently requires signature verification of 100 per cent of
CEs for beneficiaries over 85 years and widows and widowers; 50 per cent of
CEs for beneficiaries between the ages of 75 and 85 years; and 20 percent of all
remaining beneficiaries. The 20 per cent sample is a random sample established
by the Division of Statistics (within the Department of Economic and Social
Affairs) based on information provided by Information Management Services
Section (IMSS) of UNJSPF in the form of a file with total population of retirees
to be randomly sampled.

9. OIOS found that the sample is chosen by the Division of Statistics
without any thought to whether the beneficiary has been recently selected in past
samples or whether they have never been selected. This sampling methodology
creates the likelihood that some beneficiaries might be chosen more than once in
consecutive sampling exercises while others might not be chosen for review for
many years. Through the analysis of a report cobtained from IMSS, OIOS
determined that 8,407 (15%) of the 56,718 retireces had never had a signature
verification completed on any of their CEs, and an additional 4,106 (7%) of the
retirees had not had a signature verification in over five years, and some had
gone as long as 14 years without having had one.

Recommendation 1

(D The UNJSPF Secretariat should employ attribute
sampling to increase the probability that beneficiaries’
signatures will be verified at least once every five years.

10. The UNJSPF Secretariat accepted recommendation | and stated that it is
cognizant of the need to emhance the random sampling mechanism that is
currently in place. In fact, initial discussions were held with IMSS before the
start of the 2007 CE process to see if another rule could be introduced to ensure

-
ra



that the same CEs are not picked up over and over again in the random sample.
However, because of the tight schedule, it was not possible to implement any
changes in time for the 2007 CE run. The UNJSPF Secretariat shall look into
this for the 2008 CE process. Recommendation 1 remains open pending receipt
of documentation showing that attribute sampling has been successfully
implemented in the 2008 CE process.

Cases not terminated on a timely basis

10. GP #68 stipulates that if after two years, the efforts to locate the
beneficiary have failed, the Chief of Operations will request the Payments Unit to
delete the cases from Payroll in accordance with Article 46(c) of the UNJSPF
Regulations. Failure by UNJSPF to comply with this requirement has led to cases
not being terminated on a timely basis. This situation creates a risk that Pension
Fund liabilities may be overstated, which may affect the actuarial valuations.
Moreover, the Fund has been utilizing scarce resources to monitor such cases, a
time consuming function. OIOS found that UNJSPF has not been diligent
enough in ensuring the timely closing of cases as shown by the following
conditions:

i. There were 70 instances in which a benefit was suspended and not
reinstated for more than 2 years (some for as long as 4 years), and the
cases had vet to be terminated. Furthermore, there was no documented
reason for keeping the cases open. Payments were, however,
suspended in these cases.

ii. CSRMDU opens Work-Type (WT) 149 which is used for following-up
on non-receipt of CE in October of each year, five months after
suspension is initiated using WT 611. OIOS found 24 cases in which a
WT 611 was opened but a corresponding WT 149 was not opened,
some dating as far back as 2003. In addition, there were 98 cases,
some as old as five years, in which there was a suspension of payment,
and WT 149 was opened, but not closed by CSRMDU. Furthermore,
there were five cases that took over one year for the WT to be closed
and the issue resolved. Payments were, however, suspended in these
cases.

iii. There was one instance where a death certificate was received in
January 2007 but the beneficiary was not terminated from the system
until September 2007. Payments were suspended in February 2007 in
this case.

Recommendation 2

) The UNJSPF Secretariat should periodically reguest
and review reports of all cases with Work-Type (WT) 611
that either have no WT 149 open or have not been
terminated in over two years. All cases suspended for more
than two years should be deleted from payroll in compliance
with General Procedure #68.



11 The UNJSPF Secretariat accepted recommendation 2 and stated that
they have reviewed the 24 cases where there was a WT 611 but no corresponding
WT 149 was opened. It should be noted that WT 149 is actually associated with
WT 609. Normally, the WT 611 is opened by the system automatically in those
cases where the CE has not been received so that the Payments Unit/IT suspends
the benefit electronically with WT 611 being closed by the system upon
completion of the suspension. The UNJSPF Secretariat further stated that they
Jound 7 cases where a WT 149 was opened but was later invalidated following
receipt of some form of correspondence from the beneficiary. As regards the
remaining 29 cases, they are being reviewed and corrective action will be taken
as appropriate.

12. On the other issue of cases suspended for more than two years, but not
yel terminated, it would appear that of the 70 cases mentioned in the report, 57
cases have an open WT 149 while the rest , i.e. 13 cases, had no WT 149. Of the
57 cases, there was 1 case (R/22600) from 2001, 2 cases (R/68932 and R/74292)
Jrom 2003, 9 cases from 2004 and the rest - 46 cases — from 2005. The 200! and
2003 cases have now been terminated. As regards the 2004 cases, two are back
in payroll, one case pertaining to a child’s benefit has been terminated as the
child reached 21 and another one is in the process of being reinstafed. Review of
the rest of the open WT 149 cases as well as those cases with no WT 149 are on-
going. Corresponding action, as regards termination of benefit, will be
undertaken as appropriate. Recommendation 2 remains open pending receipt of
documentation showing that all applicable cases suspended for more than two
years have been reviewed and deleted from payroll in compliance with General
Procedure #68.

No follow-up on WT 609 by the Payments Unit

13. GP #68 paragraph 11 (a) (i), as regards WT 609 (CE/Suspended
Payments-Payroll), requires the Payments Unit to review the payment
instructions of each beneficiary, write immediately to the entity where payment
was made (Bank/UNDP, etc.) and pursue recoveries if the beneficiaries have
died. According to the Payments Unit, no follow-up has been conducted of the
WT 609, since the systems [PENSYS and Content Manager] do not
automatically close the open WT 609 when a CE is received. There were 200
open WT 609 as of January 2008.

Recommendations 3 and 4

3) The UNJSPF Secretariat should ensure that staff
follow-up on all open Work-Type (WT) 609 suspensions and
contact the financial institutions as deemed necessary.

C)) The UNJSPF Secretariat should enhance the
PENSYS and Content Manager systems to automatically
close any open WT 609 when the Certificate of Entitlement is
received.



14. The UNJSPF Secretariat accepted recommendation 3 and stated that the
Payments Unit will review the cases (33 currently) still open for WT 609 afier the
conclusion of the cost-of-living exercise and the remaining 129 cases that relate
to non-receipt of CE and suspension in the June payroll will be reviewed
immediately following the actual suspension. Recommendation 3 remains open
pending receipt of evidence of the review and resolution of all open WT 609
suspension cases.

15. The UNJSPF Secretariat accepted recommendation 4 stating that the
Payments Unit will take the necessary action to draw up specifications for this
change. Recommendation 4 remains open pending confirmation by UNJSPF that
the required enhancement of the PENSYS and Content Manager systems has
been completed.

Inadequate follow-up on signature verification

16. GP #68 (10) (a) states that if there is an inconsistency in the signature, a
letter should be sent to the beneficiary inquiring as to why the signature differs
from earlier signatures. It also stipulates that “If after 45 days has elapsed from
the date of the letter or no reply has been received then the benefit will be
suspended.” OIOS noted that CSRMDU participated in signature verification
training in 2004. However, there is a need for the Fund to institute periodic
training for staff. QIOS reviewed a total of 40 beneficiary files and found that
signature verification was not adequately followed up as demonstrated by the
following examples:

i.  Six instances where the signatures of the beneficiaries were shaky but
the UNJSPF Secretariat had not requested a medical certificate; or
were illegible, or in a foreign language without a witness
signature/stamp or a request for such.

ii.  Two instances where the CE was signed with a thumbprint without an
official UN seal; there was no documentation of a resolution of the
issue in either of the cases.

ili.  One instance where there were no payment instructions on file in
Content Manager to enable verification of signature, but the CE was
approved and the benefit continues to be paid.

iv.  There were three instances where the process before suspending the
case was prolonged (longer than the 45 days stipulated in the
procedure), with no explanation provided.

Recommendations 5 and 6

&) The UNJSPF Secretariat should ensure that staff
comply with the procedure regarding signature verification
and provide additional training to staff.



(6) The UNJSPF Secretariat should ensure that staff
comply with the procedures outlined in the general
procedure, especially with regard to timely follow-up of
outstanding cases and termination of long overdue cases.

17. The UNJSPF Secretariat accepted recommendation 5 and stated that
staff attended a handwriting analysis class in November 2005, and that a
refresher course will be arranged in the course of the next 12 months. Current
staff are reminded about signature verification procedures from time to time.
Recommendation 5 remains open pending confirmation by UNISPF of the
completion of the training course, and evidence of timely follow-up of
outstanding cases.

18. The UNJSPF Secretariat accepted recommendation 6 and stated that this
is a work-in-progress, in conjunction with recommendation I. Recommendation
6 remains open pending receipt of documentation showing that it has been
implemented.

B. Independent verification of decedent

19. There is a risk of overpayment due to the lack of information on the
deceased beneficiaries. No independent third-party verification is completed. The
Pension Fund currently employs the CE as the only method of verifying that a
beneficiary is still alive, citing that it would be costly to do independent third-
party verification in countries outside the United States, and that in some
countries, access to public records is prohibited. In the opinion of OIOS, there is
an imminent risk of fraudulent payment to a deceased beneficiary’s account. Ina
past audit by OIOS, a death match review of US nationals against the Social
Security Administration records uncovered several cases of fraud, which were
followed-up by the Fund.

20. OIOS is of the view that it would be prudent to carry out third party
independent verification in countries where it is permissible and practical to do
so. OIOS found during this review that there were three instances in which the
signatures did not match the payment instructions, but payments continued to be
made to these beneficiaries. The audit conducted research on the different
methods used to complete collection tracking and annuitant death searches.
[nformation was sought from member organizations of the Association of Public
Pension Auditors (AFFPA) and other retirement systems, as well as from the
Internet. The results are shown in Annex 2 for consideration by UNJSPF.

Recommendation 7

(7 The UNJSPF Secretariat should conduct independent
verification of a sample of the beneficiary population
currently targeted for signature verification, that is over 75
years of age, widows and widowers, as well as a random
sample of the remaining population of beneficiaries.

6



21 The UNJSPF Secretariat did not accept recommendation 7 stating that
UNJSPF undertakes an extensive exercise to determine if a beneficiary is alive.
The CE process, which is well documented, has a sampling procedure and those
beneficiaries who are deemed “higher visk” have their CE scrutinized each year.
Former employing organizations and the various Association of Former
International Civil Servants (AFICS) organizations and Federation of
Associations of Former International Civil Servants (FAFICS) also assist in
determining whether a beneficiary is still alive if a CE is not returned. The
UNJSPF has noted the comments and analysis provided by OIOS as regards
industry practice regarding death anmuitant searches. As the UNJSPF has
indicated on a number of occasions in the past, whilst it has been possible fo
undertake a search against US social security numbers when a CE has not been
returned or when there is no signature match, such searches are not readily
available or possible in the vast majority of countries either because the data is
not available, is considered to be confidential or is far too expensive to obtain —
the cost factor far outweighing any possible benefits obtained. The samples
given by OIOS relate only to the United States whereas beneficiaries reside in
over 190 countries around the world; singling out certain countries for more
stringent controls in a multicultural organization could cause difficulty.

22, The UNJSPF Secretariat further stated that investigative services have
been discussed in the context of the review of disability cases in the UN Staff
Pension Committee (UNSPC); however, the Committee did not agree that such
services were appropriate for a United Nations entity. Rule B.4 of the UNJSPF
Regulations and Rules also specifically states that no information regarding a
beneficiary may be disclosed without the approval of the beneficiary. The
UNJSPFE has uncovered very few cases of fraud over the years and does not
support the OIOS recommendation for the reasons given above. OlOS is unable
to accept the UNJSPF Secretariat’s explanation due to the significant risks of
potential fraud as well as the exposure resulting from the lack of adequate
signature verification associated with a less than optimal sampling methodology.
It is industry practice to conduct annuitant death searches on a periodic basis.
Moreover, O1OS suggests the completion of such verification, on a rotation basis,
in countries wherever feasible, not just the United States. OIOS therefore
reiterates recommendation 7, which will remain open pending receipt of
documentation from the Fund showing that it has been implemented.

C. Policies and procedures

23. GP #2002-68 governs the CE process. CEs are sent annually to every
beneficiary to confirm that he or she remains alive and entitled to continue to
receive his or her UNJSPF benefit. The General Procedure on processing CEs
has been formally established and followed by the CSRMDS and the Payments
Unit. There is a need, however, to enhance and update the procedure to reflect
the current organizational structure. OIOS found that the details of current
processes used by the Payments Unit are not addressed, and the CE addendum to
the procedure was not included therein.



Recommendation 8

8) The UNJSPF Secretariat should update General
Procedure #68 related to Certificate of Entitlements, to
reflect the current process.

24. The UNJSPF Secretariat accepted recommendation 8 and stated that the
update of the procedures will be done in conjunction with recommendation 1
above. Recommendation 8 remains open pending receipt of the updated
procedure on the CE process.

V. ACKNOWLEDGEMENT

25, We wish to express our appreciation to the Management and staff of the
UNJSPF Secretariat for the assistance and cooperation extended to the auditors
during this assignment.



ANNEX1

STATUS OF AUDIT RECOMMENDATIONS

Recom. C/ Implementation
no. 0! Actions needed to close recommendation date’
1 O | Submission to OIOS of documentation showing that attribute sampling has |  October 2008
been successfully implemented in the 2008 CE process
2 O | Submission to OIOS of evidence that all cases suspended for more than two Ongoing

years have been reviewed and deleted from payroll in compliance with
General Procedure #68.

3 O | Submission to OIOS of evidence of the review and resclution of all open | September 2008
WT 609 suspension cases.
4 O | Submission to OlOS of confirmation from UNJSPF that the required | December 2008

enhancement of the PENSYS and Content Management systems has been
implemented d.

5 O | Submission to OIOS of confirmation from UNJSPF of the completion of the April 2009
training course and evidence of timely follow-up of cutstanding cases.

6 O | Submission to OIOS of documentation showing that it has been | October 2008
implemented

7 O | Submission to OIOS of evidence of an independent verification of a sample | Not provided
of the beneficiary of population currently targeted for signature verification,
i.e. over 75 years of age, widows and widowers, as well as a random sample
of the remaining population of beneficiaries.

8 O | Submission to OIOS of the updated procedure. Qctober 2008

1. C =closed, O = open
2. Date provided by the UNJISPF Secretariat in response to recommendations.
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