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Annex 1.
Terms of reference of the Audit Advisory Committee

Purpose and context
The purpose of the Audit Advisory Committee (hereafter referred to as the "Committee”) is to assist the Administrator in fulfilling his/her responsibilities regarding financial management and reporting; internal and external audit matters; risk management arrangements and; systems of internal control and accountability. The primary role of the Committee is to advise the Administrator, taking into consideration the Financial and Staff Regulations and Rules as well as policies and procedures applicable to UNDP and its operating environment.

The United Nations Board of Auditors performs the external audit of UNDP operations and the Office of Audit and Performance Review (OAPR) provides internal audit services.

Mandate

The Committee shall:

(a)
Advise the Administrator on all issues arising from its activities under these terms of reference and make appropriate recommendations to him/her.
(b) Review and advise the Administrator on policies significantly impacting financial management and reporting; the internal audit function; and the effectiveness of UNDP systems of internal control and accountability.
(c) Review and advise the Administrator on UNDP’s financial statements and reports.
(d) Promote the understanding and effectiveness of the audit and investigation functions within UNDP, and provide a forum to discuss internal control and matters raised by internal and external audits.
(e) Monitor and advise on risk management arrangements.

(f) Review and provide comments on the OAPR strategy and annual work plans.
(g) Discuss external audit work plans.
(h) Consider all relevant reports and management letters by the internal and external auditors, including reports on UNDP’s financial statements.
(i) Consider the risk and control implications of audit reports and highlight, as necessary, audit issues that may need further investigation with due considerations to confidentiality and due process..
(j) Monitor the implementation by management of the internal and external audit recommendations.
(k) Advise on UNDP fraud prevention policy, code of ethics and whistleblower policy.

(l) Prepare and submit an annual report on its activities to the Administrator that is also presented to the Executive Board for information.

Authority

The Committee has the authority and the responsibility to review any activity relevant to these terms of reference. This includes, but is not necessarily limited to:

(a) Obtain all information and/or documents it considers necessary to perform its mandate including all internal and external audit reports.
(b) Seek any information from any UNDP personnel or request information generated from UNDP’s systems and require all UNDP personnel to cooperate with any request made by the Committee in performing its mandate.
(c) Obtain legal or other independent professional advice if it is considered necessary.

The Chairperson will meet with the Director of OAPR at least annually in a private session.

The Chairperson and the members of the Committee will meet with the external auditor at least annually in a private session.

Membership and quorum

The Administrator shall appoint five members of the Committee; all members will be external to UNDP and among the five members a Chairperson will be designated by the Administrator. An alternate cannot represent a member. Any three members shall constitute a quorum.

If the Chairperson designated by the Administrator is not present at a meeting, the members will elect an acting Chairperson from among the members present.

Terms of office for members will be two years renewable once. For the initial year changes in membership will be staggered so as to provide continuity of oversight.

Attendance

All meetings of the Committee will be attended by the Associate Administrator or his/her representative and by the Director of OAPR or his/her representative. Other UNDP staff may attend on the invitation of the Chairperson.

Number of meetings

The Committee shall normally meet at least four times a year. The Chairperson, any member, the Director of OAPR, and/or the external auditor may request additional meetings.

Convocation of meetings

The Associate Administrator will provide the secretariat to the Committee. The meetings of the Committee shall be convened by the secretariat on the request of the Chairperson. The members of the Committee shall normally be given at least ten working days’ notice of meetings.

The Chairperson, in consultation with members and the Director of OAPR, will prepare a provisional agenda for the meetings, which should be circulated together with the notice of meetings.

Members’ participation other than in person

It is expected that members will be present for meetings in person. However, it is possible for a member to attend by videoconference or telephone, under exceptional circumstances, and such participation will be taken into account for the purpose of establishing a quorum.

Confidentiality and disclosure of interest 

All members of the Committee shall sign a statement of confidentiality and disclosure of interest. A register of interests will be maintained by the secretariat to record members’ interests in general or on specific matters. Where an actual or potential conflict of interest arises, the interest will be declared and will cause the member(s) to either be excused from the discussion or abstain from voting on the matter. In such an event, a quorum will be required from the remaining members.

Voting

The Committee’s decisions will be made by the members present by voting and on the basis of a simple majority. Should the votes be equally divided, the Chairperson shall have the casting vote. The Committee should, however, strive to achieve decisions on a consensus basis of all members present as the desired option.

Responsibility and liability of members

Members shall act in an independent, non-executive capacity while performing their advisory role on the Committee. As such, members shall not be held personally liable for decisions taken by the Committee acting as a whole.

Documents

Upon the request of the Chairperson, documents will be prepared and/or circulated by the secretariat.

Minutes of meetings will be prepared and kept by the secretariat. The Committee shall approve the minutes by correspondence within a month of each meeting.

Documents may also be submitted by the External Auditor.

Confidentiality of meetings and minutes

The deliberations of the Committee and the minutes of the meetings are confidential unless otherwise decided. The documents and informational material circulated for the consideration of the Committee shall be used solely for that purpose and treated as confidential.

Reporting

The Committee shall prepare a report on its work for the previous year for presentation to the Administrator by 31 March of every year. The report will include recommendations with respect to changes to its mandate. The Committee will also prepare a report for the annual session of the Executive Board. Upon request, the Chairperson shall present these reports.

The Chairperson will interact regularly with the Administrator on the results of the Committee deliberations as well as on forthcoming issues relevant to its business.

Indemnity of members

The Committee members will be indemnified from actions taken against them as a result of activities performed in the course of business of the Committee, as long as such activities are performed in good faith and with due diligence.

Remuneration

Members will not be remunerated by UNDP for activities undertaken with respect to their membership of the Committee.

UNDP will reimburse all committee members for any travel and subsistence costs that are necessarily incurred in relation to participation in Committee meetings.

Annex 2. 
Harmonized audit rating

Presented below is the harmonized rating agreed among the internal audit services of the United Nations Children’s Fund, United Nations Population Fund, World Food Programme, United Nations Office of Project Services, and the United Nations Development Programme, effective 1 January 2007.
Satisfactory
Internal controls and risk management practices were adequately established and functioning well. No high risk areas were identified. Overall, the office objectives are likely to be achieved.

Partially satisfactory
Internal controls and risk management practices were generally established and functioning, but needed improvement. One or more high and medium risk areas were identified that may impact on the achievement of office objectives.

Unsatisfactory
Internal controls and risk management practices were either not established or not functioning well. The majority of issues identified were high risk. Hence, on the overall, office objectives are not likely to be achieved. 
Annex 3. 
OAPR country office risk assessment model (updated)
Presented below is the country office risk assessment model developed by the Office of Audit and Performance Review (OAPR) in 2005 and updated in 2006 for risk-based planning purpose and used in selecting the country offices for audit in 2007.
I. 
Introduction

The Office of Audit and Performance Review (OAPR) formulated a risk-based audit planning system to ensure that its priorities are consistent with the goals of UNDP and, thus, enable it to add value to UNDP. OAPR designs a three-year rolling strategic plan and an annual work plan based on an assessment of risks and exposures that may affect UNDP in conducting activities in more than 180 countries through its country offices and regional centers. OAPR intends to provide UNDP management with information that would help mitigate the negative consequences associated with accomplishing country office objectives, in particular, and UNDP’s millennium development goals, in general.

Having a model for risk assessment has become essential because of the diversity of UNDP operations worldwide and the wide scope of OAPR audit coverage and limited available audit staff. To optimize these limited resources, it is imperative that OAPR efficiently and effectively allocate resources to areas that matter most to UNDP. Thus, risk assessment is a key element during the audit planning phase to systematically identify significant areas of activity in UNDP that warrant special emphasis and closer review. 
Having an effective risk-based planning system will give a reasonable assurance to UNDP management that significant and critical auditable areas are adequately covered through a medium- to long-term audit strategy and annual work plans and that recommendations resulting from these audits add value to the country offices and UNDP as a whole. 

This model applies to country offices and regional centres where UNDP operates. Another model applies to corporate offices at the headquarters in New York, Copenhagen, and Bonn. 
II.
Risk assessment methodology

The main risk assessment process consists of: (a) risk identification, (b) risk measurement, and (c) risk prioritization. The specific risk scoring is done by OAPR with the participation of regional bureaux/country offices. Thereafter, results of regional risk assessment are consolidated to get the overall risk ranking of all countries at the corporate level. These processes are explained below.

A. 
Risk identification

This involves speculating about the relevant threats and/or opportunities that could affect an auditable unit and its ability to achieve its business goals. The factors that affect risks relate to the size of the country office and the complexity of the office operations. Thus, OAPR identified the risk factors, which are categorized as quantitative and qualitative, as follows:

Quantitative factors are measurable and objective. 

1. Total programme delivery by country office  

2. Total programme resources allocation

3. Number of months of strategic reserve 

4. Total office budget allocation

5. Number of authorized personnel

6. Number of projects 

7. Number of purchase orders  

8. Time elapsed since last internal and/or external audit 
Qualitative factors are not quantifiable but have an influence on risks in the actual operations and in the management of resources. 

1. Country offices in special development or political situations

2. Turnover at country office senior management level
3. Stakeholders’ concerns
4. Anticipated changes in country office portfolio
5. Results of NGO/NEX evaluations and outsourced DEX audits

6. Results of recent investigations by OAPR
7. Last OAPR audit rating
B. 
Risk measurement

To measure risk, one considers information such as the probability of occurrence, severity of consequences, and timing or duration.  For OAPR to have a consistent basis of measuring the potential influence on the overall level of risk for each country office, a uniform 5-point scale measurement system across UNDP is being adopted. 
In all ratings (quantitative and qualitative), the following applies:

	1
	2
	3
	4
	5

	Risk

	Very low
	Low
	Medium
	High
	Very high


The actual values for each quantifiable factor are scaled proportionately so that the country office with the highest value is given a rating of 5 and the country office with the lowest value, a rating of 1. All countries are given ratings depending on their position in the range from 1 to 5. In defining the scale, the minimum and maximum value of all countries on the UNDP-wide level are to be considered. Ranges defined for each factor should be based on an analysis of UNDP global actual figures. 
C.
Risk prioritization

Some risk factors are more critical than others. In ranking the risks, OAPR applies the following weights:

	Risk factors
	Percentages

	Quantitative 
	

	1
	Total programme delivery by country office
	20%

	2
	Total programme resources allocation
	20%

	3
	Number of months of strategic reserve
	15%

	4
	Time elapsed since last internal and/or external audit 
	15%

	5
	Total office budget allocation
	10%

	6
	Number of authorized personnel
	10%

	7
	Number of projects
	5%

	8
	Number of purchase orders
	5%

	
	Total
	100%

	Qualitative
	

	1
	Country offices in special development situation
	20%

	2
	Turnover at country office senior management level
	20%

	3
	UNDP stakeholders’ concerns
	15%

	4
	Anticipated changes in country office portfolio
	15%

	5
	Results of NGO/NEX evaluations and outsourced DEX audits
	10%

	6
	Results of recent investigations by OAPR
	10%

	7
	Last OAPR audit rating
	10%

	
	Total
	100%


The final rating is based on a combination of 50 per cent quantitative and 50 per cent qualitative ratings. The countries are ranked according to the overall scores. These results are to be used in initially identifying country offices to be audited and as the basis for reallocating audit resources for 2007 and for the years thereafter.

D.
Consultations with regional bureaux/country offices

OAPR consults with the respective regional bureaux to get the data needed for input into the risk assessment model and to get their overall perception of risks in the countries under their purview. For the 2007 planning period, the regional bureaux and the country offices will be requested to provide the risk rating for four qualitative factors, namely: (a) country offices in special development or political situations; (b) turnover at country office senior management level; (c) anticipated changes in the country office portfolio; and (iv) UNDP stakeholders’ concerns.  

E.
Consolidation of results

The results of the regional audit services centres’ risk assessments, with inputs from the regional bureaux/country offices and NEX and investigations sections of OAPR, are consolidated by OAPR Directorate to obtain the risk ranking of all country offices at the corporate level. The overall scores are divided into four quartiles (see table below): (a) very high risk, (b) high risk, (c) medium risk, and (d) low risk, as the basis for determining the audit cycle and, consequently, the number of country offices to be audited for the year that will finally be included in the OAPR annual work plan. The results of the risk assessment and the countries identified for audit are shared with the regional bureaux.

	Level of risk
	Final risk scores

	Very high
	3.75 to 5.00

	High 
	2.50 to 3.74

	Medium
	1.25 to 2.49

	Low
	1.00 to 1.24


III.
Definition of risk factors and scores

Quantitative risk factors
To be assessed by OAPR Regional Audit Services Centres and Internal Audit Section

For 2007 risk assessment exercise, the statistical information that will be used will be those available in UNDP intranet during the period 12-20 October 2006, as follows:
A.
Total programme delivery by country office, in dollars
Delivery amount is one of the key elements to assess risk, especially in the case of country offices that support development services through the procurement of goods and services. The total programme delivery pertains to the total programme expenditure of the country office on the agreed cut-off period. This information can be obtained from:

	Up to $10 million                                                   
	1

	Between $10 million and $20 million                              
	2

	Between $20 million and $35 million                            
	3

	Between $35 m and $50 m                            
	4

	Above $50 million                                               
	5


B.
Total programme resources allocation 

Total programme resources allocation pertains to the income accounted for by the country office for its programme operation on the agreed cut-off period. This information can be obtained from each regional bureau and at:
	Up to $20 million                                                   
	1

	Between $20 million and $30 million                     
	2

	Between $30 million and $45 million                
	3

	Between $45 million and $60 million        
	4

	Above $60 million                           
	5


C.
Number of months of strategic reserve

Country office strategic reserve should be of at least 1.3 years (a little over 15 months), in accordance with corporate guidelines. An amount of time less than 1.3 years indicates that there could be a sustainability issue as well as operating costs exceeding the income of the country office. This information can be obtained from:

	Above 15 months 
	1

	Between 12 months and 15 months
	2

	Between 8 months and 11 months
	3

	Between 4 months and 7 months
	4

	Below 4 months 
	5


D.
Total office budget allocation

Total office budget corresponds to the budget figure approved by headquarters and reflected in Atlas on agreed period coming from UNDP regular resources. This information can be obtained from:

	Up to $750,000 
	1

	Between $750,000 and $1,500,000
	2

	Between $1,500,000 and $2,250,000
	3

	Between $2,250,000 and $3,000,000
	4

	Above $3,000,000
	5


E.
Number of country office personnel

This refers to the total number of approved posts in the office, comprising all international and local staff, on agreed cut-off period. This information can be obtained from the regional bureau and from:

	Less than 20 personnel 
	1

	Between 20 and 40 personnel
	2

	Between 40 and 60 personnel
	3

	Between 60 and 80 personnel
	4

	Over 80 personnel
	5


F.
Number of projects

The number of projects is comprised of NEX, NGO, and DEX projects of the country office on agreed period. A large number of projects add complexity to the operations. The UNDP global average number of projects is 53. This information can be obtained from:

	Less than 20
	1

	Between 21 and 30
	2

	Between 31 and 50
	3

	Between 51 and 70
	4

	Over 70
	5


G.
Number of purchase orders

A large number of transactions on purchasing and acquisitions adds complexity to the operations and increases business risk. The UNDP global average number of purchase orders per country office per year is 1,335. Information on the number of purchase orders processed through Atlas on agreed cut-off period can be found at: 

	Up to 1,000 purchase orders                          
	1

	Between 1,000 and 1,500 purchase orders    
	2

	Between 1,500 and 2,000 purchase orders 
	3

	Between 2,000 and 2,500 purchase orders  
	4

	Above 2,500 purchase orders                      
	5


H.
Time elapsed since last internal and/or external audits  

The last internal audit by OAPR and/or external audit by the United Nations Board of Auditors pertain to the audit period covered by the audit. Information can be obtained from CARDS at: 

	Last OAPR audit in year 2006
	1

	Last OAPR/UNBOA audit in year 2004-2005
	2

	Last OAPR/UNBOA audit in year 2002-2003
	3

	Last OAPR/UNBOA audit in year 2000-2001
	4

	Last OAPR/UNBOA audit in year 1998-1999 or earlier / audit never conducted at all
	5


Qualitative risk factors
These risk factors will be assessed by the country offices/regional bureaux and relevant units in OAPR (regional audit services center, internal audit section, investigation section, or NEX unit), as follows:

I.
Country offices in special development or political situation 

The organization, through the regional bureaux, periodically monitors and assesses the socio-economic and political situation in each country. For OAPR risk assessment purposes, special development or political situation means a country is experiencing (a) natural disasters, (b) political crisis, (c) security issues, or (d) any particular event that makes normal conduct of activities difficult. Normally, when special events occur, these countries are not prepared to absorb big floods of money coming in, and systems and procedures are not in place due to the lack of human and technical capacity, thereby increasing the risks and exposure to losses. To be assessed by country offices/regional bureaux:
	Countries normally conducting their operations
	1

	Countries with any one of the above special development or political situations
	2

	Countries with a combination of any of the above two special development or political situations
	3

	Countries with a combination of any of the above three special development or political situations
	4

	Countries with more than three major special development or political situations
	5


J.
Turnover at country office senior management level

This relates to changes in the following critical posts in the country office:  Resident Representative, Deputy Resident Representative and Assistant Resident Representative (both for either programme or operations). To be assessed by country offices/regional bureaux:
	One change in the management position in the last two years
	1

	Two changes in the management position in the last two years
	2

	Three changes in the management position in the last two years
	3

	Four changes in the management position in the last two years
	4

	Five or more changes in the management position in the last two years
	5


K.
Stakeholders’ concerns
This pertains to the level of interest that UNDP’s stakeholders may have on any project because of its high profile in the international community, media, external environment, or even in the host country. The risk of reputation to UNDP may arise due to the loss of human lives or mismanaged UNDP projects. To be assessed by country offices/regional bureaux:
	No interest at all 
	1

	Expressed level of interest is low 
	2

	Expressed level of interest is medium  
	3

	Expressed level of interest is high 
	4

	Expressed level of interest is very high 
	5


L.
Anticipated changes in country office portfolio

This pertains to anticipated changes in country office portfolio that would impact on the country office operations and necessitate changes in:  (a) policies, (b) systems and procedures, and (c) organizational structure including increase in human resources. To be assessed by country offices/regional bureaux:
	No change expected in 2007 
	1

	Minor changes expected in 2007 with no impact 
	2

	Minor changes expected in 2007 with minor impact (one of the above) 
	3

	Major changes expected in 2007 with minor impact  (two of the above)
	4

	Major changes expected in 2007 with major impact (all of the above) 
	5


M.
Results of recent OAPR investigations 


Investigations are normally associated with control breakdowns and deficiencies that result in benefits to individuals and/or losses to the organization. This portion should be done by all the staff of the Investigation Section, and the average score should be provided to the Regional Audit Services Centers for incorporation into their risk matrix. To be assessed by OAPR Regional Audit Services Centers and Internal Audit Section.
	No complaints reported in the last three years
	1

	Complaints reported, but not substantiated during the last three years
	2

	Complaints with low level of exposure reported and allegations substantiated during the last three years 
	3

	Complaints with medium level of exposure reported and allegations substantiated during the last three years
	4

	Complaints with high level of exposure reported and allegations substantiated during the last three years
	5


N.
Last OAPR audit rating

Audit rating pertains to the overall audit opinion of the last audit undertaken by OAPR, which covered the 12 audit areas. 
	Satisfactory overall rating with 10 or more of 12 audit areas rated satisfactory
	1

	Satisfactory overall rating with less than 10 of 12 audit areas rated satisfactory
	2

	Partially satisfactory overall rating with 10 or more of 12 audit areas rated partially satisfactory
	3

	Partially satisfactory overall rating with less than 10 of 12 audit areas rated partially satisfactory
	4

	Deficient overall rating
	5


O.
Results of NGO/NEX evaluations and outsourced DEX audits.
This pertains to the use of OAPR NGO/NEX evaluations performed annually and DEX project audits outsourced and managed by OAPR. This information can be obtained from CARDS. This aspect is assessed by the NEX Unit of OAPR.

	Satisfactory rating in all areas assessed/audited
	1

	Satisfactory rating in majority of the areas assessed/audited
	2

	Partially satisfactory rating in all areas assessed/audited
	3

	Partially satisfactory rating in majority of the areas assessed/audited
	4

	Deficient rating in all areas assessed
	5


Annex 4.
Audit terms and definitions
A.  Types of audit

	Type
	Definition 

	Full scope
	When the audit covers all the programme, operational, and administrative areas of the country office, namely: (a) country programme level, (b) management, (c) knowledge-sharing, (d) partnership and resource mobilization, (e) support to United Nations coordination, (f) advocacy services, (g) human resources administration, (h) procurement, inventory and office premises, (i) financial resources, (j) general administration, and (k) information systems and communications.

	Limited scope
	When the audit covers only some of the programme, operational, and administrative areas of the country office.

	Special audit
	When the audit is focused on other aspects, such as allegations or fraudulent transactions, or other areas as requested by the audit client, or a follow-up review of audit recommendations. 


B.  Audit ratings

	Rating 
	Definition 

	Satisfactory 
	In general, controls were in place to ensure that operations were economic, efficient and effective; and that activities were conducted with due regard for UNDP values. Any weaknesses identified were not significant enough to compromise the overall performance and control environment. The range of corrective actions required by management is moderate. 

	Partially 

satisfactory
	The majority of key controls were applied. However, some significant control weaknesses were identified. Timely corrective action by management would be required to correct these weaknesses. 

	Deficient 
	Control weaknesses identified were widespread or were significant enough to have a negative impact on performance. Management needs to take immediate corrective action to improve the control environment.


C.  Prioritization of recommendations

	Category
	Definition

	High
	Action is considered imperative to ensure that UNDP is not exposed to high risks (i.e., failure to take action could result in major consequences for the organization).

	Medium
	Action is considered necessary to avoid exposure to significant risks (i.e., failure to take action could result in significant consequences).

	Low
	Action is considered desirable and should result in enhanced control or better value for money.


D.  Categories of causes

	Category
	Definition

	Compliance
	Caused by failure to comply with prescribed UNDP regulations, rules and procedures.

	Guidelines 
	Caused by absence of written guidelines or procedures to guide staff in the performance of their functions.

	Guidance
	Caused by inadequate or lack of supervision by supervisors or managers.

	Human error
	Caused by human error or mistakes committed by staff entrusted to perform assigned functions.

	Resources
	Caused by lack of or inadequate resources (funds, skills, staff, and time) to carry out an activity or function.


E.  NGO/NEX audit areas
	Audit area
	Definition

	Financial monitoring and reporting
	Compliance with UNDP procedures for all payments; accuracy of journals, ledgers and financial reports, etc.

	Progress and rate of delivery
	Project activities, as well as monitoring and evaluation, were undertaken on schedule and according to work plan, including timeliness of support services provided by UNDP; in case of implementation delays, there were valid causes for those delays.

	Procurement of goods and/or services
	Goods and services were procured based on the ‘value for money’ principle and in accordance with UNDP procurement procedures.

	Human resources selection and administration
	Project inputs in the area of human resource management were managed in accordance with the provision of the project document; personnel, including consultants, were selected following a competitive and transparent process and in accordance with UNDP human resources management procedures.

	Management and use of equipment/Inventory
	A detailed inventory of non-expendable equipment was maintained and physical verification was carried out; project equipment was used only for the intended purposes; transfer of equipment was effected and documented.

	Recordkeeping systems and controls
	Project documents, budget revisions, reports, payment vouchers with their supporting documentation were maintained.

	Management structure
	Staffing was adequate, qualified and competent for the duties and responsibilities; there was segregation of duties and proper training of staff.


F.  NGO/NEX audit opinions

	Opinion
	Definition

	Unqualified opinion
	An unqualified opinion should be expressed when the auditor concludes that the financial statements give a true and fair view or are presented fairly, in all material respects, in accordance with the applicable financial reporting framework. 

	Qualified opinion
	A qualified opinion should be expressed when the auditor concludes that an unqualified opinion cannot be expressed but that the effect of any disagreement with management or limitation on scope is not so material and pervasive as to require an adverse opinion or a disclaimer of opinion. A qualified opinion should be expressed as being ‘except for’ the effects of the matter to which the qualification relates. 

	Disclaimer of opinion
	A disclaimer of opinion should be expressed when the possible effect of a limitation on scope is so material and pervasive that the auditor has not been able to obtain sufficient appropriate audit evidence and accordingly is unable to express an opinion on the financial statements.

	Adverse
	An adverse opinion should be expressed when the effect of a disagreement is so material and pervasive to the financial statements that the auditor concludes that a qualification of the report is not adequate to disclose the misleading or incomplete nature of the financial statements.


Annex 5.
Most frequent and highest priority audit issues
	Issues identified in internal audit reports
	Strategy for addressing issue
	Time frame
	Indicator of progress/

completion

	Development services

	Improvement in the application of programme and projects management, monitoring, evaluation, and reporting system

	Strict adherence to UNDP procedures; strengthened monitoring and evaluation unit; standardized project monitoring tools; cross training in project monitoring and evaluation; annual plans for field visits; agreed set of project performance indicators.


	2nd qtr 2007 – for six country offices out of 11

Concerns 11 country offices. Implemented in three country offices. In progress in two country offices. For six country offices, the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be  included in the follow-up undertaken as of end December 2006. The status of implementation of these will be reviewed as of end June 2007


	Project progress reports, including interim reports, submitted on time; trained staff on monitoring and evaluation methodologies

	Annual projects inventory list of equipment and assets incomplete, not cleared, not done periodically, and/or not submitted promptly; inadequate inventory system in place.

	Project and office staff designated to ensure periodic inventory is completed on a timely basis; Standard format used to ensure all required inventory details are verified.
	2nd qtr 2007 – for five country offices out of eight

Concerns eight country offices. Implemented in three country offices. For five country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation of will be reviewed as of end June 2007.

	Approved complete project inventory list submitted on time

	Financial Resources

	Bank reconciliations not performed regularly and outstanding differences not resolved promptly


	Strictly conduct monthly bank reconciliations; cancel 3-month old outstanding checks; well-defined bank reconciliation procedures.
	2nd qtr 2007 – for seven country offices out of 12

Concerns 12 country offices. Implemented in five country offices. For seven country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation will be reviewed as of end June 2007


	Regular bank reconciliation conducted;  and signed off by senior management; reduced unreconciled items

	Disbursements approved and paid without adequate supporting documents


	Strengthen processing controls; strict adherence to UNDP procedures.
	2nd qtr 2007 – for four country offices out of seven

Concerns 7 country offices. Implemented in three country offices. For four country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation will be reviewed as of end June 2007


	Fully supported vouchers

	Procurement

	Noncompliance with procurement procedures, particularly the required submission to CAP and ACP and related documentations.


	Strict adherence to UNDP procedures and over-ride function controlled; timely submission and review of documentations; obtain written delegation of procurement authority.
	2nd qtr 2007 – for five country offices out of 11

Concerns 11 country offices. Implemented in six country offices. For five country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation will be reviewed as of end June 2007


	Adequately supported procurements; documented reviews by CAP and ACP

	Human resources administration

	Non-adherence with the recruitment guidelines for both office and project staff; lack of transparent and competitive selection process.


	Complete documentation of recruitments; strict compliance with HR processes, including advertisements, reference checking, documenting interviews; training for HR staff; establishing ad hoc panels for project staff recruitment
	2nd qtr 2007 - for seven country offices out of 12

Concerns 12 country offices. Implemented in six country offices. For seven country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation of these recommendations will be reviewed as of end June 2007


	Recruitment actions adequately supported; updated job descriptions; trained HR staff


	Country-level programme

	Outcome evaluation plan not prepared or not updated; no systematic follow-up on evaluation recommendations; no tool to collect lessons learned from outcome evaluation.


	Strengthen staff knowledge on corporate monitoring and evaluation policies and guidelines; strict adherence with corporate evaluation policy.
	4th qtr 2007 – for five country offices out of eight

Concerns eight country offices. Implemented in two country offices. In progress in one country office. For five country offices the recommendations pertain to internal audit reports issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation will be reviewed as of end June 2007


	Updated evaluation plan; system to follow-up implementation status.

	Design of projects not aligned with intended outcomes; unclear MYFF.


	Review and redraft targeted programme outcomes; enhance results-based strategic planning process by focusing at the outcome level rather than output level.
	4th qtr 2007 – for one country office out of six

Concerns six country offices. Implemented in five country offices. For one country office the recommendation pertains to an internal audit report issued after September 2006 and therefore, could not be included in the follow-up undertaken as of end December 2006. The status of implementation will be reviewed as of end June 2007


	Clear outcome indicators based on MYFF guidelines


Annex 6.
Summary of recommendations unresolved for 18 months or more
	Unresolved findings
	Explanation for prolonged implementation time

	Year 2004

	Development services
	

	· Financial irregularities in a NEX project estimated at $324,000 – one office

	Project operationally closed and handed over to government counterpart. Follow-up maintained with government counterpart to address financial recovery.

	· Uncollected Government’s cost sharing funds that should have been received before expenditure was incurred on a given project; need to sign a formal and written agreement compatible with UNDP policies that clearly establishes agreed upon mechanisms for the management, reporting and collection of Government cost-sharing funds – one office. 

	Involves extensive discussions with the Government.

	· Need to address project monitoring issues, such as: incorrect classification of project execution modality which could result in different monitoring and accountability system; incomplete project inventory list – two offices.

	Requires adequate resources to fully implement recommendation; involves parties external to UNDP.

	· NEX guidelines and procedures for procurement are not fully adhered to; need to shift responsibility for NEX audit to the Government – two offices

	Limited government capacity and involves extensive discussions with government.

	Partnership and resource mobilization
	

	· Need to collect the government’s contribution to local office costs (GLOC) – one office

	Involves extensive discussions with the government.

	· Need to design and implement strategies for partnership and resource mobilization – one office

	Involves consultation with government and other parties external to UNDP.

	· Value-added tax paid by UNDP and other UN agencies not reimbursed by Government; need to submit appeal for tax exemption/reimbursement – one office

	Delays by government in amending tax legislation.

	Management
	

	· Need to address management issues, such as revising organizational structure, developing human resources strategy and redrafting job descriptions, limiting membership to the staff association to holders of UNDP letters of appointment – 4 offices

	Budget constraints and turnover at senior management level; re-engineering process initiated; involves changing of office practices.

	· Staff performing office functions but funded from projects, need an increase in extra-budgetary resources. Also, country office does not have control over selection process of national staff who are seconded from the Government, need to ensure competitive recruitment of such staff – one office

	Involves discussion with government and seeking advice from regional bureau.

	Procurement
	

	· No competitive bidding for a travel agent – one office

	Dependent on local market conditions

	· Outstanding purchase deliveries and payments need to be monitored more closely for timeliness through possible use of SunSystem – one DEX project

	Requires more resources

	IT and communication

	· Need to approve and enhance existing information system policies and procedures – one DEX project

	Requires more resources

	Year 2005

	Partnership and resource mobilization

	· Need updated standard basic agreement with government to take into account changes since 1978 – one office

	Involves extensive discussions with the government; awaiting final decision.

	IT and communication

	· Need to develop and implement an IT strategy – one office

	Resource limitations
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