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Letter dated 31 May 2023 from the Chief Executive of Pension
Administration of the United Nations Joint Staff Pension Fund and
the Representative of the Secretary-General for the investment of
the assets of the United Nations Joint Staff Pension Fund addressed
to the Chair of the Board of Auditors

In accordance with financial rule G.5 of the United Nations Joint Staff Pension
Fund, we have the honour to transmit the financial statements of the Fund for the year
ended 31 December 2022, which we hereby approve. The Chief Executive of Pension
Administration and the Representative of the Secretary-General for the investment of
the assets of the Fund approved the financial statements for their respective areas of
responsibility. The financial statements have been completed and certified by the
Chief Financial Officer of the Fund as correct in all material respects.

(Signed) Rosemarie McClean
Chief Executive of Pension Administration
United Nations Joint Staff Pension Fund

(Signed) Pedro Guazo
Representative of the Secretary-General for the investment
of the assets of the United Nations Joint Staff Pension Fund
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Letter dated 26 July 2023 from the Chair of the Board of Auditors
addressed to the President of the General Assembly

I have the honour to transmit to you the report of the Board of Auditors, together
with the financial report and the audited financial statements of the United Nations
Joint Staff Pension Fund for the year ended 31 December 2022.

(Signed) Hou Kai
Auditor General of the People’s Republic of China
Chair of the Board of Auditors
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Report of the Board of Auditors on the financial statements:
audit opinion

Opinion

We have audited the financial statements of the United Nations Joint Staff
Pension Fund, which comprise the statement of net assets available for benefits
(statement I) as at 31 December 2022, the statement of changes in net assets available
for benefits (statement II), the cash flow statement (statement III), and the statement
of comparison of budget and actual amounts on a comparable basis in relation to
administrative expenses for the year ended 31 December 2022 (statement IV), as well
as the notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all
material respects, the net assets available for benefits of the United Nations Joint Staff
Pension Fund as at 31 December 2022 and the changes in net assets available for
benefits and its cash flows for the year then ended, in accordance with the
International Public Sector Accounting Standards (IPSAS) and International
Accounting Standard 26.

Basis for opinion

We conducted our audit in accordance with the International Standards on
Auditing and the International Standards of Supreme Audit Institutions. Our
responsibilities under those standards are described in the section below entitled
“Auditor’s responsibilities for the audit of the financial statements”. We are
independent of the Fund in accordance with the ethical requirements relevant to our
audit of the financial statements, and we have fulfilled our other ethical
responsibilities in accordance with those requirements. We believe that the audit
evidence that we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Information other than the financial statements and the auditor’s
report thereon

The Chief Executive of Pension Administration and the Representative of the
Secretary-General for the investment of the assets of the Fund, within their respective
authority under the Regulations of the Fund, are responsible for the other information,
which comprises the financial report for the year ended 31 December 2022, contained
in chapter IV below, but does not include the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other information,
and we do not express any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, on the basis of the work that
we have performed, we conclude that there is a material misstatement in the other
information, we are required to report that fact. We have nothing to report in this
regard.
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Responsibilities of management and those charged with
governance for the financial statements

The Chief Executive of Pension Administration and the Representative of the
Secretary-General, within their respective authority under the Regulations of the
Fund, are responsible for the preparation and fair presentation of the financial
statements in accordance with International Accounting Standard 26 and IPSAS and
for such internal control as the management determines to be necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the management is responsible for
assessing the ability of the Fund to continue as a going concern, disclosing, as
applicable, matters related to the going concern and using the going-concern basis of
accounting unless the management intends either to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial
reporting process of the Fund.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with the International Standards on Auditing will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with the International Standards on Auditing,
we exercise professional judgment and maintain professional scepticism throughout
the audit. We also:

(a) Identify and assess the risks of material misstatement in the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than the risk of not detecting one resulting from error,
as fraud may involve collusion, forgery, intentional omission, misrepresentation or
the overriding of internal control;

(b) Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the internal control of the
Fund,;

(c) Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by management;

(d) Draw conclusions as to the appropriateness of the management’s use of
the going-concern basis of accounting and, on the basis of the audit evidence
obtained, whether a material uncertainty exists in relation to events or conditions that
may cast significant doubt on the ability of the Fund to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in

23-10542



A/78/5/Add.16

23-10542

our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Fund to cease to continue as a going concern;

(e) Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

Report on other legal and regulatory requirements

In our opinion, the transactions of the Fund that have come to our notice or that
we have tested as part of our audit have, in all significant respects, been in accordance
with the Financial Regulations and Rules of the United Nations and the financial rules
of the Fund and their legislative authority.

In accordance with article VII of the Financial Regulations and Rules of the
United Nations, we have also issued a long-form report on our audit of the Fund.

(Signed) Hou Kai
Auditor General of the People’s Republic of China
Chair of the Board of Auditors

(Signed) Jorge Bermudez
Comptroller General of the Republic of Chile
(Lead Auditor)

(Signed) Pierre Moscovici
First President of the Court of Auditors of France

26 July 2023
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Chapter 11
Long-form report of the Board of Auditors

Summary

The United Nations Joint Staff Pension Fund was established in 1949 by the
General Assembly to provide retirement, death, disability and related benefits for the
staff of the United Nations and other organizations admitted to the membership of the
Fund. It is administered by the United Nations Joint Staff Pension Board.

The Board of Auditors audited the financial statements of the Fund and reviewed
its operations for the year ended 31 December 2022 in accordance with General
Assembly resolutions 74 (I) of 1946 and 680 (VII) of 1952 and in conformity with
article VII of the Financial Regulations and Rules of the United Nations and the
International Standards on Auditing. The interim audit was carried out from 3 October
to 4 November 2022, and the final audit was conducted from 1 May to 1 June 2023,
both at the Fund’s headquarters in New York.

Scope of the report

The present report covers matters that, in the opinion of the Board, should be
brought to the attention of the General Assembly and have been discussed with the
management of the Fund, whose views have been appropriately reflected.

The audit was conducted primarily to enable the Board to form an opinion as to
whether the financial statements present fairly the net assets available for benefits of
the United Nations Joint Staff Pension Fund as at 31 December 2022 and the changes
in net assets available for benefits and its cash flows for the year then ended, in
accordance with the International Public Sector Accounting Standards (IPSAS) and
International Accounting Standard 26. The audit included a general review of the
financial systems and internal controls and a test examination of the accounting
records and other supporting evidence to the extent that the Board considered
necessary to form an opinion on the financial statements.

The Board also reviewed the Fund’s operations under regulation 7.5 of the
Financial Regulations and Rules of the United Nations, which allows the Board to
make observations on the efficiency of the financial procedures, the accounting
system, the internal financial controls and, in general, the administration and
management of operations.

The Board also reviewed a detailed follow-up of actions taken in response to
recommendations made in previous years.

Audit opinion

In the Board’s opinion, the financial statements present fairly, in all material
respects, the net assets available for benefits of the United Nations Joint Staff Pension
Fund as at 31 December 2022 and the changes in net assets available for benefits and
its cash flows for the year then ended, in accordance with IPSAS and International
Accounting Standard 26.
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Overall conclusion

The Fund has prepared its financial statements in accordance with International
Accounting Standard 26 and following the provisions of IPSAS since 2012. The Fund
has incorporated the guidance from International Accounting Standard 26 into its
financial policies. Its financial presentation is based on that guidance, and additional
information is presented where requested by IPSAS.

The Board did not identify significant errors, omissions or misstatements from
the review of the financial records of the Fund for the year ended 31 December 2022.
However, the Board identified scope for improvement in the implementation of
environmental, social and governance metrics, the gender balance strategy and the
overpayments write-off criteria.

As at December 2022, the total assets of the Fund amounted to $78.61 billion,
and the total liabilities amounted $0.69 billion. Net assets available for benefits
totalled $77.92 billion.

The Fund’s total value of investments as at 31 December 2022 amounted to
$77.44 billion. During 2022, the investments experienced significant
underperformance owing to macroeconomic factors and industry-specific challenges,
which led to a decrease of $13.54 billion in the net assets available for benefits.

Key findings

The Board’s key findings are as follows:

Office of Investment Management
Need to strengthen climate action-related pillars

The Board reviewed the implementation of the recommendations of the Task
Force on Climate-related Financial Disclosures, and it was observed that the
sustainable investment approach was not addressed by the Internal Investment
Committee. In addition, the sustainable investment team designed a workplan to
address the sustainable investing strategy, but without detailing the specific activities,
staff responsible, goals, benchmarks and deadlines for compliance with the broad
topics established in its strategic plan for 2022—2023 and the recommendations and
targets to which it committed. The Office of Investment Management provided the
list of engagements for which commitments had been made for closure by 2025 which
did not have a timeline that could clarify how the closure of those engagements would
be achieved and what the strategy in this matter would be.

Deficiency in the integration of environmental, social and governance factors

The Board reviewed a sample of investment purchases, and it was observed that
there were transactions without the investment rationale analysis on environmental,
social and governance matters completed by the Office of Investment Management.
For the sample of fixed-income transactions, it was noted that the Office did not use
the environmental, social and governance dashboard, and that there was no
investment recommendation made by the Office and no investment rationale analysis
on environmental, social and governance matters.

In addition, the Board reviewed the Office’s environmental, social and
governance reports for the first and second quarters of 2022 for equities issued, which
showed that there were securities with reports indicating that they had the highest
carbon emissions and low Morgan Stanley Capital International environmental, social
and governance ratings, and that some companies presented high-impact
controversies, with red or orange flags in the first quarter.

11/123




A/78/5/Add.16

Main recommendations

On the basis of the audit findings, the Board recommends that the Office of
Investment Management:

Need to strengthen climate action-related pillars

(a) Strengthen the role of the Internal Investment Committee to oversee
the Office’s approach to sustainable investment;

(b) Develop and implement a workplan to address and close the 70
engagements committed to, and to include the metrics and targets to meet the
objective of reduced financed emissions in other asset classes by 2025, with the
purpose of complying with the Net-Zero Asset Owner Alliance timetable
committed to;

Deficiency in the integration of environmental, social and governance factors

(c) Revise and adjust the current sustainable investing implementation
guidelines to ensure that the activities to be considered are aligned with the
nature of the investment and the current operation for each asset class;

(d) Strengthen and evaluate its current monitoring mechanism to ensure
that the environmental, social and governance metrics are being effectively
integrated into the investment decision-making process, in order to comply with
the investment policy statement and environmental, social and governance
guidelines.

Follow-up of previous recommendations

The Board noted 35 outstanding recommendations up to the period ended
31 December 2021, of which 29 (83 per cent) had been implemented and 6 (17 per
cent) were under implementation.

12/123
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Key facts

25 Number of member organizations
143,612 Participants in the Fund

83,988 Periodic benefits

$78.61 billion Total assets
$77.92 billion Net assets available for benefits
($13.46 billion) Investment loss

$3.13 billion Pension contributions and other income (other than investments)

($3.21 billion) Benefit payments and expenses

Mandate, scope and methodology

1.  The United Nations Joint Staff Pension Fund was established in 1949 by the
General Assembly to provide retirement, death, disability and related benefits for the
staff of the United Nations and other organizations admitted to the membership of the
Fund. It is administered by the United Nations Joint Staff Pension Board and currently
has 25 participating organizations, including the United Nations. The Fund is a
multiple-employer defined benefit plan.

2. The Board has audited the financial statements of the Fund and has reviewed its
operations for the year ended 31 December 2022 in accordance with General Assembly
resolutions 74 (1) of 1946 and 680 (VII) of 1952. The audit was conducted in conformity
with article VII of the Financial Regulations and Rules of the United Nations and the
International Standards on Auditing. Those standards require that the Board comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance
as to whether the financial statements are free from material misstatement.

3.  The audit was conducted primarily to enable the Board to form an opinion as to
whether the financial statements presented fairly the net assets available for benefits
of the United Nations Joint Staff Pension Fund as at 31 December 2022 and the
changes in net assets available for benefits and its cash flows for the year then ended,
in accordance with the International Public Sector Accounting Standards (IPSAS) and
International Accounting Standard 26. The audit was conducted in conformity with
the Financial Regulations and Rules of the United Nations as well as the International
Standards on Auditing and the International Standards of Supreme Audit Institutions.
This included an assessment of whether the expenses recorded in the financial
statements had been incurred for the purposes approved by the governing bodies and
whether income and expenses had been properly classified and recorded.

4.  The audit included a general review of the financial systems and internal
controls and a test examination of the accounting records and other supporting
evidence to the extent that the Board considered necessary to form an opinion on the
financial statements

5. The Board also reviewed Fund operations under regulation 7.5 of the Financial
Regulations and Rules of the United Nations. This requires that the Board make
observations with respect to the efficiency of the financial procedures, the accounting
system and the internal financial controls and, in general, the administration and
management of Fund operations.

13/123


https://undocs.org/en/A/RES/74(I)
https://undocs.org/en/A/RES/680(VII)

A/78/5/Add.16

Table I1.1

6.  The present report covers matters that, in the opinion of the Board, should be
brought to the attention of the General Assembly. The Board’s observations and
conclusions were discussed with the management of the Fund, whose views have been
appropriately reflected in the report.

Findings and recommendations

Follow-up of previous recommendations

7. The Board verified the status of implementation of previous years’
recommendations for the period ended 31 December 2021. Of the 35 outstanding
recommendations, the Fund had implemented 29 (83 per cent), and 6 (17 per cent)
were under implementation. A detailed status and progress of all previous outstanding
recommendations are given in the annex to chapter II and in table II.1.

Status of implementation of recommendations

Report and
audit year

Number of Recommendations pending Under Not  Overtaken by Recommendations pending
recommendations as at 31 December 2021 Implemented implementation implemented events as at 31 December 2022

A/73/5/Add.16,
chap. II (2017)

A/74/5/Add.16,
chap. II (2018)

A/75/5/Add.16,

41 1 1 - - -

chap. 11 (2019) 44 4 4 . _ _
A/76/5/Add.16,
chap. II (2020) 28 9 7 2 - -
A/77/5/Add.16,
chap. II (2021) 21 21 17 4 - -
Total 134 35 29 6 - -
8.  The Board considers that an 83 per cent rate of implementation indicates a

14/123

strong commitment of the Fund to managing long-standing recommendations. The
Board acknowledges the management’s efforts and encourages the Fund to go further
with the implementation process, in particular for those recommendations related to
budgetary matters included in the report for 2021 (A/77/5/Add.16, chap. II), which
will help the Fund by presenting improved budget proposals.

Financial overview

9.  As at December 2022, the total assets of the Fund amounted to $78.61 billion
(2021: $91.77 billion) and the total liabilities amounted to $0.69 billion (2021:
$0.31 billion). The increase in liabilities is due to purchases traded at year end that
were paid in January 2023. Net assets available for benefits totalled $77.92 billion
(2021: $91.46 billion), decreasing by $13.54 billion (14.81 per cent) compared with
the increase of $9.95 billion in 2021.

10. The Fund assets consist mainly of investments, representing 98.51 per cent of
the total assets, whose fair value as at 31 December of 2022 was $77.44 billion, and
cash and cash equivalents totalled $0.75 billion (2021: $1.63 billion). The asset class
allocation was $39.25 billion (50.20 per cent) in equities, $24.13 billion (30.86 per
cent) in fixed income, $7.49 billion (9.58 per cent) in real assets and $6.57 billion
(8.40 per cent) in alternative investments. The percentage share of each component
of investment, compared with 2021, is shown in figure IL.I.
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Figure I1.1
Share of components in the fair value of investments and cash and cash
equivalents in 2022, compared with 2021

(Percentage)
m2022 =2021
56.87
30.86
27.05
938 723 8.40 7,08

0.96 1.78 :
Cash and cash Equities Fixed income Real assets Alternatives and

equivalents other investments

Source: United Nations Joint Staff Pension Fund financial statements.

11. As at 31 December 2022, investments were distributed in more than 90
countries. The largest concentration of investments was allocated in the United States
of America, corresponding to 70.92 per cent of total investments, followed by Japan
with 3.82 per cent, China with 3.12 per cent and the United Kingdom of Great Britain
and Northern Ireland with 3.11 per cent. The geographical distribution of the portfolio
(by counterparty’s place of primary listing) is illustrated in figure IL.II. Consequently,
most investments were allotted to North America (72.76 per cent), Europe (11.47 per
cent) and Asia and the Pacific emerging markets (6.93 per cent).

Figure I1.11
Geographical distribution of investments as at 31 December 2022, by
counterparty’s place of primary listing
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12. During 2022, the investments experienced significant underperformance, due
primarily to a combination of macroeconomic factors and company-specific
challenges. The global economy faced a series of uncertainties, including geopolitical
tensions, trade disputes and concerns over rising inflation, which had an impact on
the financial markets.

13. As aconsequence, the value of total investments of the Fund as at 31 December
2022 dropped by $12.42 billion, a decrease of 13.82 per cent in comparison with the
prior year, owing the depreciation in fair value ($14.74 billion), offset by interest
income ($0.59 billion) and income from unitized real estate funds ($0.1 billion). The
observed outcome can be attributed primarily to a decline in the fair value of equities,
with a notable concentration in six countries, prominently led by the United States,
due to the effects of the aforementioned macroeconomic factors. Quarterly
accumulated deviations of the fair value of investments are illustrated in figure IL.I11.

Figure I1.111
Quarterly accumulated deviations of the fair value of investments in 2022,
compared with 2021

(Thousands of United States dollars)

15 000 000
10 000 000

5000 000

——2022
5 000 000 2001

10 000 000
15 000 000

20 000 000
Ql Q2 Q3 Q4

Source: United Nations Joint Staff Pension Fund financial statements.

14. Total investment loss of the Fund was $13.45 billion (investment income in
2021: $10.05 billion), including depreciation in the fair value of investments of
$14.74 billion (appreciation in the fair value in 2021: $8.71 billion), which includes
foreign exchange income of $1.08 billion (2021: $0.97 billion). Historically,
appreciation/depreciation in the fair value of the Fund’s investments has been the
driving force for investment income. The other components of income loss have in
large part remained constant.

15. Other components of the changes in net assets available for benefits were
income from services provided to the United Nations ($8.30 million), administrative
expenses ($83.04 million) and other expenses ($1.67 million).

Participants and benefits

16. As at 31 December 2022, the Fund had 143,612 participants (2021: 137,261
participants) and 83,988 beneficiaries (2021: 82,312 beneficiaries). Pension
contributions amounted to $3.12 billion (2021: $2.97 billion), and the annual payment
of periodic benefits made by the Fund amounted to $3.13 billion (2021: $2.98 billion)
and were issued in 17 currencies in some 190 countries. The benefits paid by type of
benefit in 2022 and 2021 are shown in figure II.IV.
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Figure I1.IV
Benefits paid in 2022 by type of benefit, compared with 2021
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Source: United Nations Joint Staff Pension Fund financial statements.

Financial statements

17. Various suggestions made by the Board for the enhancement of disclosures of
the financial statements were reflected in the final version of the statements.

Office of Investment Management
Need to strengthen climate action-related pillars

18. The efforts of the United Nations to combat global climate change are diverse
and different in nature, strategies and approaches. They involve multiple United
Nations entities and competing priorities in terms of budget, time and expertise.

19. As part of these initiatives, at the 2019 Climate Action Summit, the Secretary -
General launched the Net-Zero Asset Owner Alliance, an international group of
institutional investors committed to transitioning their investment portfolios to net-zero
greenhouse gas emissions by 2050. The Office of Investment Management joined the
Alliance in 2020.

20. Since 2019, the Office has integrated environmental, social and governance
elements into its investment policy statement, to underline the Fund’s commitment to
the integration of environmental, social and governance factors into its activities.

21. In addition, in 2020, the Office committed to disclosing its internal processes,
commitments and actions for evaluating and acting on climate change by
implementing the recommendations made by the Task Force on Climate-related
Financial Disclosures, an advisory body set up by the Group of 20 to address concerns
about the insufficient disclosure of climate-related risks and opportunities for
businesses.

22. The Task Force set up 11 recommendations to help businesses to disclose
climate-related financial information by disclosing clear, comparable and consistent
information about the risks and opportunities presented by climate change, in line
with the organizations’ strategies and risk management processes, which are
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structured around four thematic pillars: governance, strategy, risk management, and
metrics and targets. The adoption of these recommendations will also help
organizations to better demonstrate responsibility and foresight in their consideration
of climate issues, which will lead to smarter and more efficient allocation of capital,
and help to smooth the transition to a more sustainable, low-carbon economy. The
Office issued its first report on the Task Force in 2021.

23. From the review of the implementation of the Task Force recommendations,
grouped by pillar, the Board observed the following:

(a) Concerning the governance pillar, the climate-related decision-making of
the Office followed a well-structured channel of oversight and accountability that
included different governing authorities and culminated with the Secretary-General,
as described in the Office’s report on the Task Force in 2021. In this regard, the
following issues were detected:

(1) The sustainable investing team, responsible for the day-to-day sustainable
activities of the Office and for coordinating those activities with various
stakeholders involved in the sustainable investing process, designed a workplan
to address the sustainable investing strategy. However, the workplan did not
detail the specific activities, staff responsible, goals, benchmarks and deadlines
for compliance with the broad topics established in the sustainable investing
team’s strategic plan for 2022-2023 and the recommendations and targets
committed to by the Task Force;

(i1) The environmental, social and governance rules and objectives were not
fully complied with for each asset class, in accordance with the Office’s
environmental, social and governance guidelines established in 2020. It should
be mentioned that the Office’s risk and compliance team was in charge of
ensuring and monitoring whether internal environmental, social and governance
rules and objectives were respected, including climate-related topics;

(iii) The role of the Internal Investment Committee was to oversee and
recommend the Office’s approach to sustainable investment and ensure that
responsible investment principles were incorporated into investment activities.
However, as verified in its monthly minutes from January to August 2022, the
sustainable investing approach was not addressed by the Committee;

(b) As for the risk management pillar, the Office has incorporated in-house
methodologies and third parties to identify risks and has used engagements in
transitioning companies to manage climate risks and take advantage of climate
opportunities. The Office provided a list of 70 engagements for which commitments
had been made for closure by 2025, detailing the progress made as at 31 August 2022,
but it did not present a timeline that could clarify how it would achieve closure of
those engagements and what the strategy would be. It should be noted that up to
August 2022 only 13 engagements had been completed, which began to be established
in 2019 and 2020. Likewise, it was observed that the Office did not have established
goals each year to meet the number of engagements committed to by 2025, and had
not prioritized closing the engagements with companies that had had deficient
environmental, social and governance ratings or had been involved in high-impact
controversies. Moreover, for cases in which closing would not be feasible during that
period, the Office did not define an alternative plan;

(c) Regarding the metrics and targets pillar, the Office used emissions metrics
and targets to meet the objective of reducing financed emissions? in its equity and
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Financed emissions are greenhouse gas emissions associated with the financing and investing
activities made by an organization.
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corporate bonds portfolios by 29 per cent in 2021 and by 40 per cent by 2025,
compared with 2019 levels. Nevertheless, in the third quarter of 2022, the
measurement included only the equities portfolio, even though it should also have
included the corporate bond portfolio. It is worth mentioning that the exclusion of the
corporate bond portfolio is not aligned with the emissions metrics and targets committed
to by the Task Force on Climate-related Financial Disclosures and the Net-Zero Asset
Owner Alliance.

24. In connection with the metrics and targets pillar, as with the Net-Zero Asset
Owner Alliance, the Office was planning to extend the scenario analysis on reducing
the greenhouse gas footprint by 2025 over the major asset classes. In this context, it
was noted that up to August 2022 there was no workplan established to include other
asset classes in the short term.

25. The Board acknowledges the progress on sustainability matters made by the
Fund, which has officially included a sustainable approach in its investment policy
and has voluntarily joined alliances to make a contribution to environmental, social
and governance, resulting in the Fund being ranked first on the leaders list in
2021-2022 Responsible Asset Allocator Initiative Index and Leaders List Report,
recognizing the Fund’s leadership in responsible investing.

26. However, the Board is of the view that the governance pillar should be
strengthened to effectively manage climate-related risks and opportunities in order to
be aligned with the Office’s sustainable investing approach.

27. Regarding the risk management pillar, the Board is concerned that the lack of a
clear strategy, workplan and goals, as well as the complexity, time and resources
required to close engagements, may lead to difficulties in meeting the 70 engagements
committed to by 2025. However, the Board encourages the Office to continue its
efforts to engage with companies to manage climate risks.

28. In addition, with respect to the metrics and targets pillar, the Board considers
that the Office should move forward and work on extending the metrics and targets
to the major asset classes and disclose the current asset class emissions measured in
2022 in order to assess climate-related risks and opportunities in line with the
investment strategy and risk management processes.

29. The Board recommends that the Office of Investment Management
strengthen the role of the Internal Investment Committee to oversee the Office’s
approach to sustainable investment.

30. The Board recommends that the Office of Investment Management
sustainable investing team complement the current workplan, including
activities, staff responsible, goals, benchmarks and deadlines, to comply with the
broad topics established in its strategic plan for 2022-2023 and the
recommendations and targets committed to by the Task Force on Climate-related
Financial Disclosures.

31. The Board recommends that the Office of Investment Management develop
and implement a workplan to address and close the 70 engagements committed
to, and to include the metrics and targets to meet the objective of reduced
financed emissions in other asset classes by 2025, with the purpose of complying
with the Net-Zero Asset Owner Alliance timetable committed to.

32. The Office of Investment Management accepted the recommendations.

Deficiency in the integration of environmental, social and governance factors

33. Under the Sustainable Development Goals, in particular Goal 17 on partnerships
for the Goals, and the need for the global community to engage investors in global
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issues, the Office’s sustainable investing approach seeks to promote sustainable
business practices and stewardship that advocates the improvement of the
environment, fair labour practices, non-discrimination and the protection of human
rights, and references such internationally recognized sustainability -related initiatives
as principles for responsible investment and the United Nations Global Compact.

34. In 2019, the Office established the sustainable investing implementation
guidelines for each asset-class portfolio, since each portfolio has a unique nature of
investment processes, opportunities and risks posed by environmental, social and
governance factors.

35. The sustainable investing approach approved in September 2022 in the
investment policy statement is aligned with its fiduciary duty and responsibility and
includes material environmental, social and governance considerations that are
currently in the process of being integrated throughout the investment decision-
making process.

36. In addition, through its engagement and proxy voting partners, the Office
regularly engages with the management of invested companies on issues related to
environmental, social and governance and the resolution thereof. By exercising proxy
voting power and shareholders’ rights as well as by collaborating with other
stakeholders of the invested companies, the Office seeks to influence the companies
to improve their environmental, social and governance practices.

37. The Board reviewed a sample of 19 of the 278 new investment instruments on
the portfolio, which amounted to $471,928,029.65 as at 31 August 2022, to verify that
the environmental, social and governance factors had been integrated throughout the
investment decision-making process under the sustainable investing implementation
guidelines established by the Office for each asset class portfolio, as follows:

(a) Inasample of eight global public equities transactions, it was observed that:

(i) None of the transactions had the investment rationale analysis on
environmental, social and governance matters completed by the Office;

(ii) For six transactions, the environmental, social and governance analysis by
Bloomberg differed by more than three months from the analysis to the date on
which the transaction was finally traded;

(iii) Even though the environmental, social and governance metric was one of
the factors to consider at the moment of investing, the Board noted that:

a.  Five transactions had a medium or low rating on the Morgan Stanley
Capital International environmental, social and governance rating analysis;

b.  There were five companies in which the Office had invested that
were involved in disputes such as anti-competitive practices, impacts on local
communities, environment, customers, labour rights and human rights impacts,
labour management relations and supply chain management;

c.  The Office had invested in two companies that were on the watch list
according to the Morgan Stanley Capital International United Nations Global
Compact index;

(iv) For four transactions, no priority proxy voting had been carried out, or no
shares were held at the time of voting;

(v) Four transactions had no sustainable engagement made up to date;

(vi) For the small caps equities transaction, managed by external managers, the
Office had evaluated whether the external manager had an environmental, social
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and governance policy, but did not carry out the assessment on the company in
which the external manager had invested;

(b) In a sample of eight fixed-income transactions, it was noted that:

(i) The Office did not use the environmental, social and governance
dashboard (which includes environmental, social and governance metrics from
different environmental, social and governance data providers at the global-
level corporate issuer), even though the guideline states that such a dashboard
would help the fixed income investment analysis;

(i1) No transactions had an investment recommendation made by the Office or
an investment rationale analysis on environmental, social and governance
matters;

(iii) The Morgan Stanley Capital International environmental, social and
governance rating analysis and the Sustainable Accounting Standards Board
materiality matrix were not used, as established in the guidelines as part of the
environmental, social and governance themes/topics to be considered;

(iv) Regarding the issuer analysis, there was no evidence of the review having
been carried out as established in the guideline;

(v) Regarding sustainability engagement, two transactions did not have an
engagement in force;

(¢) In asample of three alternative and other investments, it was observed that:

(i) Although the Office should make a presentation for approval for
co-investments, for two co-investments, such presentations did not include an
environmental, social and governance analysis;

(i1) For the other investment, the Sustainable Accounting Standards Board
materiality matrix had not been used in the environmental, social and
governance analysis;

(iii) Up to 31 August 2022, no engagements had been made for alternative and
other investments.

38. In addition, the Board reviewed the Office’s environmental, social and
governance reports for equities issued in the first and second quarters of 2022, which
showed the situation of the securities that were in the portfolio up to that date, to
evaluate the investment decisions in that regard. The following details were identified
in the reports:

(a) At least 29 securities had the highest carbon emissions as well as low
Morgan Stanley Capital International environmental, social and governance ratings
in the first and second quarters;

(b) At least 13 companies presented high-impact controversies, such as
customer, governance and labour rights issues, environmental impacts and human
rights violations, and had a red or orange flag in the first quarter.

39. The Board deems that, even if the decision to invest does not depend only on
sustainability and reputational aspects, they represent an additional criterion to
consider in the assessment of whether or not to invest, according to the Fund’s
sustainable investing strategy.

40. In addition, the Board views with concern the fact that the environmental, social
and governance metrics and reputational risks may not be considered in the investment
decision-making process, even though they can help to mitigate many long-term risks
and can have a positive material financial impact on the Fund’s investments.
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41. The Board is of the view that issues observed and the lack of monitoring of the
environmental, social and governance factors may lead to difficulties in complying
with the sustainable investing strategy and also would not be aligned with the
investment policy statement and environmental, social and governance guidelines.

42. The Board recommends that the Office of Investment Management revise
and adjust the current sustainable investing implementation guidelines to ensure
that the activities are aligned with the nature of the investment and the current
operation for each asset class.

43. The Board recommends that the Office of Investment Management
strengthen and evaluate its current monitoring mechanism to ensure that the
environmental, social and governance metrics are effectively integrated into the
investment decision-making process, in order to comply with the investment
policy statement and environmental, social and governance guidelines.

44. The Office of Investment Management accepted the recommendations.

Exchange-traded funds exempt from environmental, social and governance and
rating restrictions

45. The Office’s investment policy statement, updated and approved in September
2022, establishes in paragraph 6 on governance, staff obligations and objectives that
the Office strives to ensure that all of its activities integrate the ideals of sustainable
investing, including taking into account environmental, social and governance
metrics, while remaining entirely consistent with its fiduciary responsibility to meet
the long-term investment objective.

46. In accordance with paragraph 68 of the Office’s approach to sustainable
investing in the investment policy statement, the Fund acknowledges its responsibility
to society as part of an international organization committed to social progress by
being a founding signatory to the principles for responsible investment and its
association with the United Nations Global Compact and the United Nations
Environment Programme finance initiative.

47. In this context, the Office may invest in all types of securities and assets
consistent with its eligible investment universe, including, among others, exchange-
traded funds.? However, the Fund restricts investments in the tobacco industry and in
the securities of companies producing controversial weapons, including weapons of
mass destruction, as well as fossil fuel companies.

48. From the analysis of the investment policy statement, the Board noticed that the
exchange-traded funds and other index products were exempt from environmental,
social and governance analysis and rating restrictions.

49. The Board therefore reviewed the nine exchange-traded funds held in the global
public equities investment portfolio, which represented a total amount of
$1,089,914,719 as at 31 August 2022. Seven of the funds were managed by the
Office’s global emerging markets team and two by external managers. The following
shortcomings were identified:

(a) According to the fact sheet provided by the administrator BlackRock, none
of the exchange-traded funds held in the portfolio sought to follow a sustainable,
impact or environmental, social and governance investment strategy;

22/123

IN)
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(b) Analysing the sustainability characteristics of the exchange-traded funds,
seven had issuers that had been identified by Morgan Stanley Capital International
environmental, social and governance research as follows:

(1)  Four as producing tobacco products;
(i1) One as involved in controversial weapons;

(iii) Two as producing firearms and small arms ammunitions for civilian
markets;

(iv) Six as earning over 5 per cent of total revenue from thermal coal mining;

(v) Four as failing to comply with the United Nations Global Compact
principles;

(c) All exchange-traded funds were identified by Morgan Stanley Capital
International as associated with activities with an implied temperature rise over
2.5°C, which was not aligned with the temperature goal of the Paris Agreement;

(d) At least three exchange-traded funds from three different countries were
identified in the Office’s environmental, social and governance report for the first
quarter of 2022 as being associated with the highest carbon-emitting securities in the
portfolio;

(e) The prevailing criterion to include these instruments in the portfolio was
the exposure to certain markets, liquidity and cost. It should be noted that the
exchange-traded funds recorded an underperformance in 2022 and that the
environmental, social and governance analysis had not been considered.

50. The Board is concerned that exchange-traded funds are excluded from the
analysis of environmental, social and governance and rating restrictions, taking into
account that the sustainable strategy established in the Office’s investment policy
statement seeks to integrate environmental, social and governance analysis into all
asset classes. In turn, when the investment policy statement declares exchange-traded
funds as permitted instruments for investments that belong to the public equities asset
class, even when there is no useful environmental, social and governance index in the
marketplace fitting such instruments, the Office should at least analyse and ponder
their sustainability characteristics and decide whether it is appropriate to keep them
in the investments portfolio or to replace them with other types of instruments, if
feasible.

51. The Board is of the view that integrating the principles of sustainable investing,
which includes environmental, social and governance metrics and potential
reputational risks, into the investment decision allows the Office to align with various
United Nations initiatives, such as the Paris Agreement, the principles for responsible
investment, the United Nations Environment Programme finance initiative and the
United Nations Global Compact.

52. The Board recommends that the Office of Investment Management revise
the current investment policy statement to ensure that all instruments by each
asset class are not exempt from the analysis of environmental, social and
governance and rating restrictions, including exchange-traded funds and any
other index products.

53. The Board recommends that the Office of Investment Management
establish and implement a procedure to integrate the analysis of the
environmental, social and governance metrics, rating restrictions and
reputational risk issues through the exchange-traded funds investment process,
in order to be aligned with the sustainable strategy for all asset classes.
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54. The Office of Investment Management did not accept the recommendations and
explained that the exception for exchange-traded funds in the investment policy
statement was for the exclusion of certain asset types from the investment universe.
The reason was that exchange-traded funds grant access to markets and that these
were designed for external asset managers to replicate indices mechanically, making
it impossible to follow the Office’s environmental, social and governance policies. As
such, the Office indicated that the exception of environmental, social and governance
exclusion is considered in paragraph 50 of the investment policy statement, allowing
the Office to manage the portfolio efficiently and effectively through further
diversification, which was one of the key elements of safety as part of the four
investment criteria mandated by the General Assembly.

55. The Board holds that, since exchange-traded funds are an eligible type of
investment in the investment policy statement and that sustainable investing is an
objective and a commitment of the Office, the environmental, social and governance
analysis and rating restrictions should not be excluded in the decision-making
process, but rather should be pondered. Therefore, the Board maintains the
recommendations.

Pension Administration
Lack of guidance on overpayments write-offs criteria

56. The Fund’s accounts receivable write-off policy and procedures, revised in July
2020, states that overpayments may be deemed unrecoverable and may be written off
as uncollectible receivables two years after discovery by the Fund. For write-off
purposes, the Accounts Section should prepare a write-off recommendation, including
background and basic facts regarding the case, evidence of efforts made to recover
the funds and a summary of findings and reasons to consider the case unrecoverable.
Minor overpayments of $50 or less may be written off without collection efforts if it
has been over two years after discovery by the Fund.

57. Likewise, according to paragraph G.7 in section G of annex II to the Financial
Rules of the Fund, the Chief Executive of Pension Administration or the
Representative of the Secretary-General may authorize the impairment of assets,
including but not limited to receivables.

58. In addition, the Fund’s write-off of receivables has been subject to consultation
by the Advisory Committee on Administrative and Budgetary Questions, as shown in
its fifteenth report on the proposed programme budget for 2022 (A/76/7/Add.14).

59. The Board extracted from the Integrated Pension Administration System the
overpayments ageing report as at 31 August 2022, which contained 2,109
overpayments from 2003 to 2022 related to the death of the beneficiary. The
breakdown is shown in table I1.2.
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Table 11.2
Overpayment breakdown as at 31 August 2022

(United States dollars)

Recovery rate

Period Number of cases Overpayment Recovery Balance (percentage)
2003-2008 35 116 873 0 116 873 0
2009-2014 276 1084910 3809 1 081 101 0
2015-2020 1206 6 601 210 1611 447 4989 763 24
2021 294 1736 712 379 684 1357028 22
2022 298 1 689 497 271 096 1418 401 16

Total 2109 11 229 202 2266036 8963 166 20

Source: Based on the overpayments ageing report as at 31 August 2022.

60. The Board noted that the Fund had provisioned all detected cases up to 2020, as
indicated in the recovery rate in the overpayments ageing report. However, only
20 per cent of the original overpayments had been recovered.

61. Moreover, of the total overpayments due to death, 1,498 cases had no recovery
recorded up to 31 August 2022, equivalent to 76.52 per cent of the overpayment
balance. The breakdown of those cases is shown in table I1.3.

Table I1.3
Overpayments without recoveries as at 31 August 2022
(United States dollars)

Period Number of cases Balance
2003-2008 35 116 874
2009-2014 270 1068 778
2015-2020 779 3644913
2021 207 914 914
2022 207 1113 629

Total 1498 6 859 108

Source: Based on overpayments ageing report as at 31 August 2022.

62. The Board considers that, after several attempts by the Fund to contact relatives
of the deceased beneficiaries for the restitution of overpayments without any
response, there is a high level of uncertainty regarding current and future recovery of
the funds, taking into consideration the fact that paying back the overpayments to the
Fund is not an obligation for the beneficiaries’ relatives.

63. In addition, considering that the write-offs disclosures by management in the
long-form report have been a recurring matter of interest for the Advisory Committee
and other Fund stakeholders, the Board considers that proceeding with the write-off
process and the consequential disclosure of all overpayments for those in which there
is no recovery expectation contribute to enhancing communication between the Fund
and the users of such information.

64. The Board recommends that the Pension Administration revise and adjust
the write-off policy, taking into consideration the nature and different factors
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that would contribute to further categorizing the overpayments made, and then
proceed with the write-off, if applicable.

65. The Pension Administration accepted the recommendation.

Undefined targets on the gender strategy

66. Following the adoption in 2015 of Sustainable Development Goal 5 on gender
equality as part of the 2030 Agenda for Sustainable Development, the Secretary-
General launched a system-wide strategy on gender parity in September 2017, which
includes recommended actions to reach gender parity. While the goal is 50/50 parity,
it is recognized that sustainability at that number is unlikely, and for the purposes of
the strategy, parity is considered to be within the margin of 47 per cent to 53 per cent.

67. Likewise, to achieve gender parity and improve the working environment and
the opportunities for its female staff, the Fund introduced a gender strategy and action
plan for the period 2021-2023 to guide its efforts to build gender parity at the Fund.

68. In the Fund’s gender strategy analysis, the Board observed that the strategy
developed did not include what percentage or margin the Fund meant by parity.

69. Thus, on the basis of the target and margin established by the United Nations
system-wide strategy, the Board reviewed the gender parity of the Fund’s staff as at
31 August 2022, and noted the following:

(a) Of the total staff of the Fund, 56 per cent were women and 44 per cent
were men;

(b) For staff in the General Service category, 66 per cent were women and
34 per cent were men, who were still underrepresented;

(c) For staff in the Professional category, 45 per cent were women and 55 per
cent were men, with women still underrepresented;

(d) Atthe D-2, D-1, P-4 and P-3 levels, the Secretary-General’s target, which
states that each level must have at least 47 per cent female representation, was not
met;

(e) At the P-2, G-7, G-6, G-5 and G-4 levels, female representation far
exceeded the 53 per cent top margin for gender parity.

70. The Board considers that the Fund needs to establish its own target and margin
for gender parity to fulfil the objective of Goal 5 on gender equality effectively. In
addition, the Board considers that the Fund should comprehensively evaluate
overrepresentation at different levels.

71. The Board acknowledges the efforts made by the Fund in terms of a gender
perspective. However, performance against targets and indicators still needs to be
improved to ensure equal gender representation.

72. The Board recommends that the Fund, on the basis of analysis, include in
its gender strategy a specific target and margin of gender parity that it aims to
accomplish.

73. The Fund accepted the recommendation.

C. Transmissions of information by management

1. Write-off of losses of cash, receivables and property

74. During the year 2022, the Pension Administration recorded receivable write-
offs for $1,479,986.73 as a result of normal business operations in accordance with
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the established policy on benefit overpayments receivable. There were no write-offs
of receivables from the Office of Investment Management. There were no write-offs
of losses of cash or property, in the respective areas of responsibility.

Ex gratia payments

75. The Fund reported to the Board that there were no ex gratia payments in 2022.

Cases of fraud and presumptive fraud

76. The Fund reported that there was no case of fraud and presumptive fraud related
to the staff of the Fund for the financial year ended 31 December 2022.
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Annex
Status of implementation of recommendations up to the financial year ended 31 December 2021
Status after verification
Audit
report Under Not Overtaken by
No. year Report reference Recommendation Management response Board's assessment Implemented implementation implemented events

1 2017 A/73/5/Add.16,
chap. 11, para. 62

2 2019 A/75/5/Add.16,
chap. 11, para. 121

32019 A/75/5/Add.16,
chap. 11, para. 154

The Board further
recommends that the Fund
develop an automatic
signature verification
system to facilitate the
certificate of entitlement
process.

The automated signature
verification system has been in
production since December
2022. The new system allows
for the verification of signatures
in all document types and intake
methods.

The Board recommends that
the Office of Investment
Management incorporate the
policy on the operations and
risk management of external
managers into the
investment policy,
considering that 15 per cent
of the portfolio is externally
managed.

The investment policy statement
has been approved and is
available on the website of the
Fund.

The Board recommends that
the Office of Investment
Management establish a
formal procedure among the
legal team, Senior
Investment Officers and
operations team to obtain
timely information about the
deals that have been closed
during the year for
preparing the note on
investment commitments in
the notes to the financial
statements.

A structured process was
implemented involving the legal
team, Senior Investment
Officers and operations team to
obtain timely information about
completed deals throughout the
year to facilitate the preparation
of the note on investment
commitments in the notes to the
financial statements.

The Board verified that the X
automated signature

verification system went live

in December 2022, which

would facilitate different

processes carried out by the

Fund, including the certificate

of entitlement process.

Therefore, the recommendation

has been implemented.

The Board observed that the X
Office of Investment
Management had incorporated
the policy on the operations
and risk management of
external managers into the new
investment policy approved in
September 2022. Therefore,
the recommendation is
considered to have been
implemented.

The Board verified that the X
Office of Investment
Management had established a
procedure among the parties
involved in order to obtain
timely information that allows
for the preparation of the note
on investment commitments.
Therefore, the recommendation
is considered to have been
implemented.
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No.

Audit
report

year Report reference

Recommendation

Management response

Board's assessment

Status after verification

Under

Implemented implementation implemented

Not Overtaken by

events

5

6

2019 A/75/5/Add.16,
chap. II, para. 160

2019 A/75/5/Add.16,
chap. II, para. 161

2020 A/76/5/Add.16,
chap. 11, para. 42

The Board recommends that
the Office of Investment
Management develop a
digital repository/file with
all information for each
fund needed to support the
acquisition process, from
the evaluation stage to the
point at which the
transaction has been deemed
satisfactory from a business
and legal perspective and
has satisfied any conditions
imposed by the Private
Markets Committee.

The Board recommends that
the Office of Investment
Management develop,
document and implement a
detailed procedure that
establishes the stages for
closing an agreement of real
assets and alternative
investments.

The Board recommends that
the Pension Administration
design, develop and
implement a control
mechanism that establishes
periodic reviews of the data
quality, in conjunction with
the member organizations
and beneficiaries of the
Fund, if necessary, with the
purpose of maintaining the
data and preventing
potential inconsistencies in
the information recorded in
the Integrated Pension
Administration System and

A repository was developed
containing all the necessary
information for each fund. The
repository supports the
acquisition process, from the
evaluation stage to the point at
which the transaction has been
deemed satisfactory from both a
business and legal perspective
and has satisfied any conditions
imposed by the Private Markets
Committee.

The investment procedure was
updated to reflect the stages for
closing agreements and was
implemented successfully.

Data quality roles are
defined/embedded in
established organizational
structures and governance
arrangements with the Fund’s
member organizations.

At the internal level, the
business intelligence tool
highlights key data issues to
provide insight and direction for
the Fund’s data quality actions.
Data quality actions are ongoing
as the offices involved address
data issues as identified by the
business intelligence dashboard
and in relation to their

The Board verified that the
repository developed by the
Office included the required
information for the different
stages of the acquisition
process. Therefore, the
recommendation has been
implemented.

The Board verified that the
Office of Investment
Management had updated the
investment procedures and
included the different stages
for closing real assets and
alternative investment
agreements. Hence, the
recommendation is considered
to have been implemented.

The Board verified that the
Pension Administration had
implemented controls to
identify missing data or when
data fixes are needed. This also
allows continuous follow-up
on these fixes, as required.
Therefore, the recommendation
is considered to have been
implemented.

X
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No.

Audit
report

year Report reference

Recommendation

Management response

Board's assessment

Status after verification

Under
Implemented implementation

Not Overtaken by

implemented

events

7

8

2020 A/76/5/Add.16,
chap. 11, para. 43

2020 A/76/5/Add.16,
chap. 11, para. 71

ensuring the reliability of
the information provided to
users.

The Board also recommends
that the Pension
Administration perform an
analysis to define the
circumstances in which the
inconsistencies in the key
data used for the actuarial
valuation become material
and to define tolerance
thresholds in order to make
the criteria used transparent
for future reviews.

The Board recommends that
the Pension Administration
develop and implement an
official procedure that
specifies the review by the
Fund and the United Nations
of the after-service health
insurance census data and

respective areas of
responsibility, with increasing
interaction with the Fund’s
member organizations. A data
quality working group was
established to further support
the ongoing actions completed
by various offices.

Complementarily, the Fund has
made available to its member
organizations dedicated intranet
pages, business intelligence
dashboards and training to
assist in the data quality actions
that fall under the responsibility
of its member organizations.

The consulting actuary submits
a data request for the actuarial
valuation and currently
specifies in the request the data
fields that are essential to
carrying out the actuarial
valuation. The data request also
specifies the data checks on key
items that are deemed essential
for completeness. In exceptional
circumstances, the consulting
actuary would request input
from the Fund when records
essential for the actuarial
valuation are missing, where
they may have had to apply
prudent assumptions.

A procedure was prepared and
issued for the review of the
post-employment benefits
census data. The procedure
provides details on the reports
generated from the review.

The Board verified that the
Pension Administration had
defined the key census data
fields in conjunction with the
consulting actuary. In addition,
the Fund agreed that the
review of the key data should
be performed before the
actuary makes any assumption.
Therefore, the recommendation
is considered to have been
implemented.

The Board verified that the
Pension Administration had
developed and approved a
procedure for after-service
health insurance census data,
which includes the validations/
controls, tolerable thresholds,
staff responsible and
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9 2020 A/76/5/Add.16,
chap. 11, para. 72

10 2020 A/76/5/Add.16,
chap. II, para. 121

includes the validations
and/or controls, the tolerable
thresholds for any deviation,
the responsible officials and
the deadlines associated
with the review, as well as
details of the
communications that will be
carried out between the
Fund and the United
Nations.

The Board also recommends
that the Pension
Administration issue an
official report with the
results of the review and of
the adjustments made to the
after-service health
insurance census data each
year, in order to support the
reasonableness review
performed in the context of
the preparation of the
financial statements.

The Board also recommends
that the Office of Investment
Management enable the
broker account module to
include the direct broker
feeds for the verification of
staff members’ brokerage
accounts to comply
adequately with the best
practices of the industry and
contribute to mitigating the
risks related to potential
conflicts of interest with the
activities of the Fund.

The procedure for the review of
the post-employment benefits
census data provides details on
the reports generated from the
review. Since the valuation
takes place once every two
years, the next after-service
health insurance census data
review, for the year 2023, is
expected between December
2023 and February 2024.

The implementation of the
recommendation has started,
and the project is being
implemented in phases in order
to mitigate any issues, given the
number of staff and the
potential number of broker
feeds that need to be
established.

communication with the
United Nations. Therefore, the
recommendation is considered
to have been implemented.

Since the next valuation will
be performed in 2023, the
Pension Administration has not
issued an official report with
the results of the review and
the adjustments made to the
after-service health insurance
census data. Therefore, the
Board considers that the
recommendation is under
implementation.

Considering that the broker
account module has not been
enabled in the system, the
Board deems that the
recommendation is under
implementation.
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11 2020 A/76/5/Add.16,
chap. II, para. 133

12 2020 A/76/5/Add.16,
chap. 11, para. 134

13 2020 A/76/5/Add.16,
chap. II, para. 159

Furthermore, the Board
recommends that the Office
of Investment Management
establish a procedure that
defines the criteria that
should be weighed when a
reputational risk event arises
so that the Office’s staff
members can take the
necessary measures before
the reputational risk
materializes.

The Board also recommends
that the Office of Investment
Management keep a
permanent and updated
record of the reputational
risks assessed during the
year, with the respective
action taken in that regard,
for all activities within the
scope of the Office
(including vendors, external
managers, advisers and
other third parties).

The Board also recommends
that the Office of Investment
Management strengthen and
evaluate its current control
mechanisms to ensure
comprehensive and effective
monitoring of the
management of external
advisers on an ongoing
basis, allowing the Office to
identify, evaluate and
mitigate potential
investment, operational and
reputational risks.

The reputational risk policy was
revised to include the criteria
that should be weighed when a
reputational risk event arises.
The revised policy was
approved by the Representative
of the Secretary-General.

This was included in the
reputational risk policy. The
revised policy was approved by
the Representative of the
Secretary-General.

An updated external adviser
policy was endorsed and the
recommendation was
implemented successfully.

The Board noted that the new
reputational risk policy
establishes a procedure that
complies with the requested
criteria. Therefore, the
recommendation is considered
to have been implemented.

The Board noticed that the
Office of Investment
Management keeps a
permanent and updated record
of the reputational risks
assessed during the year for all
activities within the scope of
the Office, along with the
corresponding action taken in
that regard. Therefore, the
recommendation is considered
to have been implemented.

The Board verified that the
Office of Investment
Management had developed
the enterprise vendor
management and revised the
adviser policy, which includes
controls for the ongoing
monitoring of external
advisers. Therefore, the
recommendation is considered
to have been implemented.

X
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14 2020 A/76/5/Add.16, The Board further A procedure encompassing the ~ The Board noted that the X
chap. II, para. 160 recommends that the Office various requirements outlined in Office of Investment
of Investment Management the recommendation was Management had implemented
establish a procedure that implemented by the the enterprise vendor
defines the steps of the due  management. management and revised the
diligence process that is adviser policy, which includes
performed on the various due diligence steps.
non-discretionary advisers Therefore, the recommendation
after onboarding, including is considered to have been
which aspects will be implemented.
addressed in that process,
when and how often it
should be done, which
reports and results are
generated from the review
and who is responsible,
among other things.
15 2021 A/77/5/Add.16, The Board recommends that The Fund is working to define Since the Fund is in the X
chap. I, para. 27 the Fund carry out an additional key performance process of defining additional
analysis of the categories indicators linked with the main  suitable key performance
that present the most budgetary categories that will indicators linked to the main
significant differences be included in the budget budgetary categories to
between what is approved proposal for 2024. determine and justify resource
and what is executed, to requirements with the
improve the budgetary governance bodies, the Board
estimates and thus make deems that the
budget proposals more recommendation is under
accurate and better adjusted implementation.
to actual expenditure made
in the execution period.
16 2021 A/77/5/Add.16, The Board recommends that As part of the review of key Considering that the Fund is X

chap. 11, para. 32

the Fund define and
implement key performance
indicators linked to the main
budgetary categories, for
example, staff costs and
contractual services, to
determine and justify the
resource requirements with
the governance bodies.

performance indicators, the
metrics that inform budget
planning were included in the
Fund’s budget proposal for
2024, which requires the
approval of the Fund’s
governing bodies.

yet to define additional key
performance indicators linked
to the main budgetary
categories, the Board views the
recommendation to be under
implementation.
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17 2021

18 2021

A/77/5/Add.16,
chap. II, para. 48

A/77/5/Add.16,
chap. 11, para. 49

The Board recommends that
the Pension Administration
finalize and implement a
formal action plan for each
pillar of the strategy, which
includes critical success
factors, objectives,
activities, projects,
milestones, staff
responsible, key results
indicators and key
performance indicators.

The Board recommends that
the Pension Administration
enhance the monitoring and
regular review of the
workplan to ensure the
fulfilment of the strategic
plan in the remaining
period.

Several projects and initiatives
have been identified and
prioritized under each of the
three pillars of the strategy. The
project managers of these
prioritized projects work with
their respective project boards
to validate and achieve the
milestones for each of the
deliverables. The Fund tracks
and monitors the progress of
each of these projects and
initiatives.

The key performance indicators
associated with each of the
projects are captured and
monitored in a project
management tool introduced to
monitor the projects and
initiatives undertaken in the
framework of the strategy. The
project plan and associated
activities/milestones are tracked
under the “project plan” of the
tool. Other relevant information
such as responsible staff and
metrics are also tracked under
the project information.

The project management tool is
connected to business
intelligence dashboards that are
being used to monitor and
review the projects and
initiatives tied to the three
pillars of the strategy on a
regular basis. The Fund’s
management reviews at its
meetings and on a regular basis
the status of the strategy and
related indicators.

The Board reviewed the action
plan developed by the Pension
Administration for each of the
pillars of the strategy and
verified that it includes
projects, staff responsible and
metrics, among other things.
Therefore, the recommendation
is considered to have been
implemented.

The Board analysed and
verified that the measures
taken by the Fund to monitor
and regularly review the
established workplan
contribute to ensuring the
fulfilment of the strategic plan.
Therefore, the recommendation
is considered to have been
implemented.

X
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report Under Not Overtaken by
No. year Report reference Recommendation Management response Board's assessment Implemented implementation implemented events
19 2021 A/77/5/Add.16, The Board recommends that A set of indicators to measure Since the Pension X
chap. II, para. 50  the Pension Administration  and monitor the achievement of ~Administration has not yet
develop and implement a the strategic plan was defined, = developed and implemented a
dashboard incorporating key and the implementation of these dashboard incorporating key
results and key performance metrics in a dashboard is being  results and key performance
indicators using a business  explored. indicators as required, the
intelligence technology Board considers this
platform to review and recommendation to be under
monitor performance and implementation.
assist in taking corrective
action, as required.
20 2021 A/77/5/Add.16, The Board recommends that The functions and The Pension Administration X
chap. 11, para. 57 the Pension Administration  responsibilities and terms of has established the terms of
take the measures necessary reference for the Business reference of the Business
to further define the Transformation and Transformation and
functions and Accountability Unit and the Accountability Unit and the
responsibilities and the Data Analysis Unit have been Data Analysis Unit, which
terms of reference for both  updated to comply with the were approved in March and
the Business Transformation requirements. April 2023, respectively. Both
and Accountability Unit and documents are available to
the Data Analysis Unit. staff on the Fund’s intranet
page. Therefore, the Board
considers this recommendation
to have been implemented.
21 2021 A/77/5/Add.16, The Board recommends that The workplans for the Business The Board noted that the X

chap. II, para. 58

Transformation and
Accountability Unit and the
workplans, including Data Analysis Unit have been
activities, responsibilities updated, defining the reporting
and timelines, given the line.

remaining two years of the

strategy, for the Business

Transformation and

Accountability Unit and the

Data Analysis Unit and

monitor the progress on and

achievement of the

objectives of the Units.

the Pension Administration
finalize and formalize the

Pension Administration had
formalized the workplans,
including activities,
responsibilities and timelines
for both units, which are
monitored by the Deputy Chief
Executive of the Pension
Administration and senior
management as appropriate.
Therefore, the recommendation
is considered to have been
implemented.
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22 2021

23 2021

A/77/5/Add.16,
chap. II, para. 59

A/77/5/Add.16,
chap. 11, para. 72

The Board recommends that
the Pension Administration
set key performance
indicators for the Business
Transformation and
Accountability Unit and the
Data Analysis Unit in order
to measure their performance
and contribution to the
achievement of the strategy.

The Board recommends that
the Pension Administration
develop and implement an
action plan in the short term
to fix erroneous, missing
and incomplete data with
business owners of the
different processes that
input data into the
Integrated Pension
Administration System, to
ensure that the information
is accurate for the actuarial
valuation and benefits
processing by the Fund.

Based on the updated Business
Transformation and
Accountability Unit and the
Data Analysis Unit terms of
reference, suitable performance
measures for both units were
identified and aligned with the
Fund’s strategy.

Data quality roles are
defined/embedded in
established organizational
structure and governance
arrangements with the Fund’s
member organizations.

At the internal level, the business
intelligence tool highlights key
data issues to provide insight and
direction for the Fund’s data
quality actions. Data quality
actions are ongoing as the offices
involved address data issues as
identified by the business
intelligence dashboard and in
relation to their respective areas
of responsibility, with increasing
interaction with the Fund’s
member organizations. A data
quality working group was
established to further support the
ongoing actions completed by
various offices.
Complementarily, the Fund has
made available to its member
organizations dedicated intranet
pages, business intelligence
dashboards and training to assist
in the data quality actions that fall
under the responsibility of the
Fund’s member organizations.

The Board verified that the
Pension Administration had
established key performance
indicators for both units in
their terms of references. The
key performance indicators are
aligned with its strategy.
Therefore, the recommendation
is considered to have been
implemented.

The Board verified that the
Pension Administration had
developed controls to identify
incomplete or erroneous data
or when such data needed to be
fixed, allowing continuous
follow-up and fixes, as
required. Therefore, the Board
considers the recommendation
to have been implemented.

X
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24 2021

25 2021

26 2021

A/77/5/Add.16,
chap. II, para. 80

A/77/5/Add.16,
chap. 11, para. 86

A/77/5/Add.16,
chap. II, para. 100

The Board recommends that
the Pension Administration
broaden the established
benchmarks for main
benefits and other key
processes, especially those
related to participants and
beneficiaries, with the
purpose of measuring and
knowing the overall
performance of the Fund
better.

The Board recommends that
the Pension Administration
carry out an analysis and
issue a management
information report on the
age profile of the Fund’s
participants.

The Board recommends that
the Pension Administration
develop and implement
automatic synchronization
between both interfaces, in
order to avoid the
reprocessing of files and
potential data
inconsistencies.

A set of key performance
indicators was developed for
other processes. Key
performance indicators include
benchmarks for key benefit
recalculations such as survivors’
benefit (after service), deferred
benefits into payment, child
benefits into payment and two-
track payments. A business
intelligence dashboard was
developed to enable tracking of
the key performance indicators
for recalculations.

The age profile of participants
is monitored through an existing
report on the participants’
business intelligence reporting
tool, which is available to the
Fund’s member organizations.
From a solvency perspective,
the Fund’s evolving participant
and retirement patterns are
monitored through the biennial
experience analysis. The
experience analysis is
considered by the Committee of
Actuaries and later presented to
the Board.

A system enhancement was
implemented to ensure that
financial files are not processed
in the Integrated Pension
Administration System until
human resources data are up to
date.

The Board noted that the
Pension Administration had
established benchmarks for the
main benefits and other key
processes, which are monitored
through the business
intelligence participants and
recalculations dashboards.
Therefore, the recommendation
is considered to have been
implemented.

The Pension Administration
issued a report on the age
profile of the Fund’s
participants through the
business intelligence
participants dashboard, which
is available to the member
organizations. Therefore, the
Board considers the
recommendation to have been
implemented.

The Board verified that the
Pension Administration had
enhanced the automatic
synchronization between the
interfaces, adding new
parameters to run the process.
Therefore, the recommendation
is considered to have been
implemented.

X
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27 2021

28 2021

A/77/5/Add.16,
chap. II, para. 101

A/77/5/Add.16,
chap. 11, para. 109

The Board recommends that
the Pension Administration
continue to advance and
collaborate with the member
organizations in the
interface implementation
project, defining a workplan
to increase, in the short
term, the financial interfaces
of those entities that already
have a human resources
interface.

The Board recommends that
the Office of Investment
Management establish a
procedure and adopt the
measures necessary to
ensure that investment
officers on annual leave or
who are absent do not
participate in or approve any
commercial transaction
involving the movement of
funds and securities
transactions, and that
backup staff are in place to
ensure that there is no
interruption in the process.

The Pension Interface
Programme includes a series of
projects to support the Fund,
enhance and develop interface
systems, implement roll-out to
member organizations and
produce relevant business
intelligence dashboards.

The Fund has selected member
organizations to be onboarded
to stage-2 and stage-3 interfaces
in the short and medium term.
The project direction team for
the Pension Interface
Programme regularly reviews
the progress made. The Fund
has identified candidates for the
next financial interface projects
and is exploring the readiness
and feasibility of these and
other organizations and the
Fund for implementation.

The mandatory leave policy was
revised and approved by the
Compliance Committee.

The Board verified the X
progress in incorporating new
interfaces with other member
organizations. Some of these
interfaces are already
operational, while others are at
different stages of
implementation. Currently, the
project is being closely
monitored and has a defined
workplan for the short and
medium term. Therefore, the
recommendation is considered
to have been implemented.

The Board verified that the X
Office of Investment
Management had established a
procedure to suspend the
accounts of those on leave, to
avoid their participation in any
transaction, with back-up
assigned for such purposes.
Therefore, the recommendation
is considered to have been
implemented.
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29 2021 A/77/5/Add.16, The Board recommends that The mandatory leave policy was The Board analysed the actions X
chap. II, para. 110  the Office of Investment revised to reflect the new taken by the Fund and
Management strengthen and preventative control considers that the Office of
evaluate its current mechanism, which was Investment Management has
monitoring mechanism over implemented. Trading privileges strengthened and evaluated its
users’ accounts in the are suspended during mandatory current monitoring mechanism
Bloomberg system in order  leave and absences. over users’ accounts in the
to keep track of the Bloomberg system in
investment officers who can accordance with the required
approve transactions terms. Therefore, the
through the system during recommendation is considered
staff leave or absences. to have been implemented.
30 2021 A/77/5/Add.16, The Board recommends that An alternative solution to The Board noticed that the X
chap. II, para. 119  the Office of Investment ensure a uniform application of Office of Investment
Management strengthen and this measure is being explored. =~ Management was working on
update the current procedure updating the procedure for
for brokers and brokers and counterparties.
counterparties, including the Therefore, the recommendation
standards that brokers and is considered to be under
counterparties need to meet, implementation.
the reports and reviews
currently carried out by the
risk team and the Risk
Committee and the criteria
that need to be weighed and
evaluated in the removal of
or decision to retain brokers
and counterparties.
31 2021 A/77/5/Add.16, The Board recommends that Current application of the The Board checked the X

chap. II, para. 132

the Office of Investment
Management re-evaluate the
current application of the
evaluation report used for
the evaluation of brokers
and counterparties and
enhance their monitoring, in
order to ensure that these
are assessed in accordance
with the service or
transactions provided during
the period under evaluation,

evaluation report used for the
evaluation of brokers and
counterparties was re-evaluated
in order to ensure that they were
assessed in accordance with the
service or transactions provided
during the period under
evaluation, displaying “not
applicable” when any brokers or
counterparties had not
transacted with the Fund.

brokers’ evaluation report and
verified that those evaluated
corresponded to those that had
provided services or made
transactions during the period;
otherwise, their evaluation was
displayed as “not applicable”.
Therefore, the recommendation
is considered to have been
implemented.
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32 2021

33 2021

34 2021

A/77/5/Add.16,
chap. 11, para. 141

A/77/5/Add.16,
chap. II, para. 152

A/77/5/Add.16,
chap. II, para. 153

with the purpose of
measuring actual
performance and preventing
the Best Execution
Committee from making any
erroneous decisions.

The Board recommends that
the Office of Investment
Management establish a
maximum term in the
investment process for
private markets as from
their first and second
approvals to the signing of
the agreements of no more
than one calendar year, in
order for it to be properly
aligned with the annual
strategic plan and pacing
strategy for private markets.

The Board recommends that
the Office of Investment
Management evaluate and
redesign its current
mechanism for monitoring
the monthly requirements, in
order to ensure that
compliance with the
monthly review is strictly

fulfilled, with the purpose of

adopting the measures
necessary to address cases
in which deviations are
detected.

The Board recommends that
the Office of Investment
Management develop and
implement an electronic
platform or solution that
allows for the receipt of the
reports by external

The private markets procedures
have been revised, and a
maximum duration for the
approval of agreements was
introduced.

The investment management
agreements were modified to
clarify reporting mechanisms.

A solution was developed to
address this issue and the Board
was asked to consider that the
recommendation had been
implemented.

The Board verified that the
updated private markets
procedure indicated that the
signature for contract
approvals must not exceed one
calendar year. Therefore, the
recommendation is considered
to have been implemented.

The Board verified that the
Office of Investment
Management had evaluated
and redesigned the monitoring
mechanism for the monthly
reviews to detect deviations.
Therefore, the recommendation
is considered to have been
implemented.

The Board verified that the
solution allows the Office of
Investment Management to
receive the required reports
directly from the external
managers, tracking all
requirements and delays.
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report Under Not Overtaken by
No. year Report reference Recommendation Management response Board's assessment Implemented implementation implemented events
managers in order to track Therefore, the recommendation
all requirements and delays is considered to have been
incurred by each external implemented.
manager to ensure the
timely review by the Office.
35 2021 A/77/5/Add.16, The Board recommends that Version 1.4 of the access The Board verified that the X
chap. II, para. 165 the Office of Investment control procedure and Office of Investment
Management increase the version 1.2 of the information Management had updated and
frequency of user access security operations and approved the information
reviews and update monitoring process procedure security operations and
version 1.4 of the access were updated, and the frequency monitoring process procedure
control procedure and of the user access review was and the access control
version 1.2 of the increased. procedures that increase the
information security frequency of the user access
operations and monitoring review. Therefore, the
process procedure. recommendation is considered
to have been implemented.
Total number of recommendations 35 29 6 0 0
Percentage of total number of recommendations 100 83 17 0 0
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Chapter 111

Certification of the financial statements

Letter dated 31 May 2023 from the Chief Financial Officer of the
United Nations Joint Staff Pension Fund addressed to the Chair of
the Board of Auditors

The financial statements of the United Nations Joint Staff Pension Fund for the
year ended 31 December 2022 have been prepared in accordance with the
Regulations, Rules and Pension Adjustment System of the United Nations Joint Staff
Pension Fund,® International Public Sector Accounting Standards (IPSAS) as issued
by the International Public Sector Accounting Standards Board, and International
Accounting Standard 26, Accounting and reporting by retirement benefit plans, as
issued by the International Accounting Standards Board. The summary of significant
accounting policies applied in the preparation of the financial statements is included
in the notes to the financial statements. The notes provide additional information on
and clarification of the financial activities undertaken by the Fund during the period
covered by these statements.

I certify that the appended financial statements of the United Nations Joint Staff
Pension Fund are correct in all material respects.

(Signed) Karl-Ludwig W. Soll
Chief Financial Officer
United Nations Joint Staff Pension Fund

42/123

% The financial rules are promulgated by the United Nations Joint Staff Pension Board in
accordance with article 4 (b) of the Regulations of the Fund with effect from 1 January 2017.
Subject to the provisions of the Regulations of the Fund and to resolutions and decisions of the
General Assembly pertaining to the financial operations of the Fund, those financial rules shall
govern the financial management and administration of the Fund and should be read in
conjunction with the Administrative Rules. With regard to any matter not specifically covered by
those rules, the appropriate provisions of the Financial Regulations and Rules of the United
Nations shall apply, mutatis mutandis.

23-10542
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Statement of internal control for the year ended 31 December 20224

Scope of responsibility

The United Nations Joint Staff Pension Fund was established by the General
Assembly in 1949 to provide retirement, death, disability and related benefits for staff
of the United Nations and the other international organizations admitted to
membership in the Fund. The Fund is a multiple-employer defined benefit plan.

The United Nations Joint Staff Pension Board, a subsidiary organ of the General
Assembly, has the overall supervisory responsibility for the administration of the
Fund and the observance of the Regulations and Rules of the Fund.

The Chief Executive of Pension Administration discharges the Pension Board’s
responsibility for the administrative supervision of the Pension Administration. Under
the authority of the Board, the Chief Executive collects contributions, ensures record -
keeping for the Pension Administration, certifies benefit payments and deals with
other issues related to the Fund’s participants and beneficiaries. The Chief Executive
is also responsible for ensuring that actuarial matters are addressed with a view to
maintaining the long-term sustainability and financial health of the Fund.

The investment of the assets of the Fund is the responsibility of the Secretary-
General. The Secretary-General has delegated his authority and responsibility to act
on his behalf in all matters involving his fiduciary duties related to the investment of
the assets of the Fund to the Representative of the Secretary-General. The
Representative of the Secretary-General has delegated responsibility for the
management and accounting of the investments of the Fund and for the management
of the Office of Investment Management. The Representative of the Secretary-
General exercises this duty and makes investment decisions after consultation with
the Investments Committee and in the light of observations made from time to time
by the Pension Board on investment policy.

The Chief Executive and the Representative of the Secretary-General are
responsible for establishing and maintaining a sound system of internal controls in
their respective areas of responsibility to ensure the accomplishment of objectives,
the economical use of resources, the reliability and integrity of information,
compliance with rules and regulations, and the safeguarding of assets.

Purpose of the system of internal control

The system of internal control is designed to reduce and manage rather than
eliminate the risk of failure to achieve the objectives of the Fund and to improve
performance. It can therefore provide only a reasonable but not an absolute assurance
of effectiveness. Internal control is an ongoing process, effected by the Fund’s
governing bodies, senior management and other personnel, designed to provide
reasonable assurance regarding the achievement of the following internal control
objectives:

» Effectiveness and efficiency of operations
* Reliability of financial reporting

* Compliance with applicable rules and regulations

4 The statement of internal control, which accompanies the financial statements, is issued by the
Chief Executive of Pension Administration and the Representative of the Secretary-General for
the investment of the assets of the United Nations Joint Staff Pension Fund in accordance with
financial rule G.4 of the Fund.
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Internal control is a key function of management and an integral part of the
overall process of managing operations. The Fund management at all levels therefore
has the responsibility to:

* Establish an environment and culture that promotes effective internal control
* Identify and assess risks that may affect the achievement of objectives

» Specify and implement policies, plans, operating standards, procedures, systems
and other control activities to manage risks

¢ Ensure an effective flow of information and communication so that all Fund
staff have the information that they need to fulfil their responsibilities

* Monitor the effectiveness of the internal control system

Operating environment of the Fund

The Fund is exposed by its plan design, investments and operations to the
fluctuations of financial markets, demographic changes, internal risks related to its
operations and risks affecting its member organizations, service providers or clients
located in more than 190 countries. All significant identified risks are captured in
formal risk registers, which are subject to regular review by senior managers and
internal and external auditors.

Fund risk management and internal control framework

The Fund has implemented a governance structure, management processes and
internal and external oversight mechanisms to adequately identify, assess, manage,
monitor and report the risks inherent to its operations.

The internal control policy of the Fund defines internal control objectives,
components and responsibilities, as well as the roles of management, risk management
and compliance functions, internal audit and external audit, in line with the three lines
of defence model. The Fund’s internal controls over financial reporting provide
reasonable assurance that assets are safeguarded, that transactions are properly recorded
and authorized and that there are no material misstatements in the financial statements.
The internal control system and the review of its effectiveness are consistent with the
criteria established in the “Internal Control-Integrated Framework” issued by the
Committee of Sponsoring Organizations of the Treadway Commission in 2013.

The internal control framework is integrated with and complemented by specific
control frameworks to provide reasonable assurance on the use of information,
consistent with the Control Objectives for Information and Related Technologies, and
its integrity and availability, in accordance with the International Organization for
Standardization ISO/IEC 27001 standard.

The enterprise-wide risk management framework adopted by the Fund reflects
the nature of its operations and development and its specific requirements. The
enterprise-wide risk management framework is aimed at identifying events that may
affect the Fund and managing risk within the Fund’s risk appetite. The Fund’s risk
management framework includes the following components:

* Risk management governance: The operation of the risk management
framework is supported by the full ownership and accountability of the Pension
Board, management and staff for risk management activities. Specialized
committees conduct oversight and provide advice to the Pension Board on risk
management and internal control, as follows:

(i) Audit Committee: As an advisory Committee of the Pension Board, it
provides general oversight and offers recommendations for the Fund’s internal and
external auditing, and the Fund’s risk management and internal control framework.
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(i1) Fund Solvency and Assets and Liabilities Monitoring Committee: It
advises the Pension Board on risk management, funding policy, asset-liability
management and investment policy matters.

At the management level, the Enterprise-wide Risk Management Working
Group, chaired by the Chief Executive and the Representative of the Secretary-
General, includes representatives from all offices and monitors the Fund’s risk
profile, the implementation of risk management strategies and the effectiveness
of the enterprise-wide risk management framework.

Enterprise-wide risk management policy: The policy provides the basis for the
operation of the risk management framework and specifies its applicability
throughout the Fund. The enterprise-wide risk management policy methodology
complements the policy and defines the steps, roles and responsibilities in the risk
management process. The policy complements the United Nations code of conduct
and the standards of conduct and related administrative instructions and guidelines
in articulating expectations and behaviours for risk-conscious decision-making.

Risk assessments: The Fund conducts periodic risk assessment exercises and
maintains an enterprise risk register, which serves as the basis for defining
mitigation strategies or internal controls to address the Fund’s key risks.
Detailed risk registers supplement the enterprise risk register on business
continuity risks and cybersecurity risks. Risk management is integrated into
project management, with risk registers developed for projects.

Risk monitoring: The Fund’s risk profile is monitored during the quarterly
meetings of the Enterprise-wide Risk Management Working Group. Risk
management officers promote the implementation of the enterprise-wide risk
management framework, facilitate risk assessments, advise in the
implementation of risk management strategies and monitor and report on the
Fund’s risk profile. Frequent risk monitoring was enhanced with the
introduction of a risk dashboard and additional key risk indicators, in order to
better understand and assess enterprise risks.

Fraud risk assessment: The Pension Administration and the Office of Investment
Management perform fraud risk assessments to identify specific fraud schemes
and risks, assess their likelihood and significance, evaluate existing fraud
control activities, and implement actions to mitigate residual fraud risks.

Review of the effectiveness of internal controls

The review of the effectiveness of the Fund’s internal controls for the year ended

31 December 2022 is supported by:

 Evaluation of internal controls over financial reporting by management, which
involved the identification, documentation and evaluation of the design and
operational effectiveness testing of internal controls; the preparation and
implementation of mitigation plans to address any control deficiencies
identified; and assertion letters submitted by key officers in the Pension
Administration and the Office of Investment Management, who recognized their
responsibility for maintaining and executing effective internal controls and
reported any deficiencies identified. Internal control evaluations and assertion
letters were reviewed carefully, and action plans to implement corrective actions
were prepared, where applicable.

In accordance with its mandate, the Office of Internal Oversight Services
(OIOS), provided assurance that internal controls are adequate and functioning
effectively. In the execution of a risk-based audit plan endorsed by the Audit
Committee, OIOS conducted four audits, and two other audits were in progress
at the end of 2022, to provide assurance on the effectiveness of internal controls
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and identify control deficiencies. OIOS made 23 new audit recommendations
during 2022. The Chief Executive and the Representative of the Secretary-
General, in their areas of responsibility, took appropriate actions to address
important audit recommendations resulting from internal audits.

In accordance with its mandate, the Board of Auditors examined independently
the Fund’s management, internal controls and financial statements, performing
such tests and other procedures as they considered necessary to express an
opinion in their annual audit report. The Board was given full and unrestricted
access to all financial records and related data, and to the Fund’s management
and Audit Committee to discuss any findings related to the integrity and
reliability of the Fund’s financial reporting. The external audit report
accompanies the financial statements.

The review of the results of independent service audits on the controls applied
by key service providers, including Northern Trust, the master record keeper for
the Fund’s investments and the custodian banks for the investments, as well as
the United Nations International Computing Centre information and
communication technology (ICT) services and related controls over financial
reporting. Service audits concluded that, in all material respects, the controls
were suitably designed and operating effectively to provide reasonable
assurance that control objectives would be achieved.

In December 2022, the Pension Administration renewed its ISO 27001:2013
Information Security Management System certification for the Integrated Pension
Administration System, the scope of which was extended to the digital certificate
of entitlement, which is valid for three years, until March 2025. In March 2021,
the Office of Investment Management obtained certifications for ISO 22301:2019
for the Business Continuity Management System and ISO 27001:2013 for the
Information Security Management System. In 2022, it was successfully
recommended that the Office continue to retain both certifications. These remain
valid until March 2024. The certifications confirm that the Office conforms to and
is in compliance with the requirements of the information security management
system and business continuity management system standards.

Internal control matters during 2022 and planned actions

The review of assertion letters signed by key officers in the Fund and the results
of internal and external audits, independent service audits, and International
Organization for Standardization -certification audits provide assurance on the
effectiveness of internal controls. No significant internal control matters were identified;
however, the Fund will continue to review and improve internal controls, as follows:

1. In its previous report (A/77/5/Add.16), the Board did not identify
significant errors, omissions or misstatements from the review of the financial records
of the Fund for the year ended 31 December 2021. However, it identified scope for
improvements in the areas of data quality, the strategic plan, benchmarks, budget
management, trade approvals, private markets, brokers and counterparties, and
external managers. Management accepted and has initiated the implementation of the
recommendations made by the Board.

2. Investments and market risks (Office of Investment Management): During
2022, market volatility continued owing to the consequences arising from inflation
and geopolitical crises. The impact of recent market movements and limitations on
the convertibility of certain investments will be determined and monitored through
ongoing monitoring of the markets. The Office also successfully implemented the new
benchmarks and strategic asset allocation in 2022. In addition, the Fund continued to
be compliant with the Global Investment Performance Standards. The Fund will
conduct the quadrennial asset-liability management study in 2023.
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3. Risks derived from inflation and geopolitical crises (shared): Geopolitical
events early in 2022 contributed to a high inflation environment and highlighted the
need to bolster the Fund’s ability to monitor and mitigate geopolitical risks. As the
global effects of geopolitical disruptions in 2022 are still present, the Fund continues
to diversify channels to distribute pension benefit payments, including through the
United Nations Treasury, and to offer new digital services to lower banking charges for
beneficiaries located in countries affected by disruptions in the international transaction
system. The Fund will continue to monitor possible financial and operational impacts
of the high inflation environment and take prompt action within its regulatory
framework to mitigate potential risks derived from inflation and geopolitical crises. The
asset-liability management study is expected to reflect the structural changes in the
market. The impact of inflation and geopolitical crises will be analysed.

4.  Organizational culture and change management (shared): Strengthening
the Fund’s culture has been identified by management as key for the success of the
Fund’s overall strategy. A leadership culture assessment in line with the United
Nations system leadership framework was conducted in 2021 and 2022 with the
participation of a majority of Fund staff to identify priorities for culture-related work.
The Business Support Services Unit was launched in 2022 and has been instrumental
in advancing the implementation of the human resources strategy and the culture
transformation plan. Among other key actions, a dedicated learning and development
function was created in 2022 to support the implementation of the training strategy
and guidelines, and the Fund’s gender strategy and action plan were updated, resulting
in an improved gender-balanced work environment. The implementation of human
resources and culture transformation initiatives will continue, with a focus on
promoting organizational values and priorities.

5. Business continuity management (shared): The Fund has gradually
returned to a hybrid in-office work schedule in line with United Nations guidance for
flexible working arrangements. The Fund monitored and introduced changes to crisis
management and business continuity procedures and ICT systems to enable a faster
recovery for critical business functions and to ensure staff safety and operational
continuity in a hybrid working environment. The introduction of new benefit payment
channels, automated scanning and signature verification, robotic process automation
and new functionalities in the Fund’s member self-service and the digital certificate
of entitlement ensured the continuity of operations. In 2023, the Fund will explore
upgrading its core ICT systems, deploy other digitalization initiatives and further
strengthen internal controls.

6. Cybersecurity (shared): In 2022, the Pension Administration and the
Office of Investment Management continued to enhance cybersecurity controls and
programmes to respond to the evolving threat landscape and ensure that data assets
remain protected. Both the Pension Administration and the Office maintain the
1SO27001:2013 Information Security Management System certification to protect the
Fund against cybersecurity threats with around-the-clock monitoring, escalation and
response to security events. Cybersecurity training and awareness plans and the
assessment of potential cyberrisks continue to increase the awareness of staff and key
stakeholders on how to respond to threats. In the Pension Administration, a new
project to introduce multi-factor authentication for access to the member self-service
and the Fund’s other portals will further secure connections and client transactions.

7.  Data governance (shared): Both the Pension Administration and the Office
of Investment Management have undertaken projects to develop and implement a data
governance framework. Various components of the data governance framework are in
development, including a data quality policy and a data inventory. A better
understanding of data will allow the Fund to create a data strategy drawing on the
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vision of the Secretary-General to support the Fund’s strategy of becoming a data-
driven organization and strengthening controls related to privacy and data protection.

8.  Climate change (Office of Investment Management): As a signatory of the
Principles for Responsible Investing, the Fund integrates environmental, social and
governance factors into investment management decision-making processes,
facilities, staff capacity-building and procurement. These factors include climate
change, employment practices, inclusion and diversity. In 2022, the Office pursued
the environmental, social and governance integration process initiated in previous
years. In the 2021 Principles for Responsible Investing report for the year 2020, the
Office obtained ratings from 4 to 5 stars (out of 5) for its environmental, social and
governance programme. The Fund was ranked first in the 2021-2022 Responsible
Asset Allocator Initiative Index and Leaders List Report. Three professional staff
members joined the Sustainable Investing team, dedicated to each of the asset classes.
The Office started to roll out environmental, social and governance certifications for
its investment teams. It strengthened its existing environmental, social and
governance policy with the adoption of a new policy, or manifest, which states the
Office’s beliefs and principles related to sustainability integration in the investment
process as well as internal processes. In addition, the team developed Climate 2.0 and
Equity 2.0 strategies, enhanced existing private-market environmental, social and
governance integration techniques, and initiated a review of fixed-income
environmental, social and governance processes. The Office further developed its
impact investing strategy following the request by the General Assembly for the Fund
to e