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Annex 1

Recurrent and/or high priority recommendations

UNOPS strategy for addressing issue

Recommendation Action I_ssuaydentlf!ed in OAI_:’R UNOPS management comments _ .
number unit internal audit reportsin on the audit report Strat Timeframe Indicator of progress/
2006 cgy completion
Division of Finance and Administration
3 FIN The Atlas user profile of “We agree with the recommendation. | Implemented - withthe | Completed Completed
FIN staff members, who Wewill follow up with ICT to introduction of the user
can approve both purchase ensure that, the only FIN staff with crestion processin
orders and payment purchase order approval rights are Atlas, which controls
vouchers, should be the CFO and two Senior Finance theroles each user is
reviewed in line with the Officers, authorized to act as Officer- assigned. In addition,
in-chargein the CFO’s absence.” UNOPSis currently
Internal Control reviewing the situation
Framework. In addition, an in order to ensure that
Atlas report to monitor conflicts that were
possible violations of created prior to the
segregation of duties introduction of the
should be put in place and ?g‘Prt‘?f\(g cogtrol s :ét e
; identified and corrective
regularly reviewed. action taken, &
appropriate.
4 FIN In collaboration with “We agree with the recommendation. | In coordination with Not yet prepared | Not yet started

UNDP and other Atlas
partners, the configuration
of inter- and intra-module
reconciliationsin Atlas
should be implemented in
order to regularly ensure
the compl eteness, accuracy
and correctness of Atlas
data.

The configuration of inter- and intra-
modulereconciliationsin Atlasis
included in the deliverables of Atlas
Wave 2 implementation.”

UNDP and UNFPA the
requirementsfor
improved controls will
beincluded as part of
the AtlasWavelll
implementation




Afghanistan Programme I mplementation Facility

1 | AGOC | Expenditureshould not beincurred ”UNOPS agrees with this recommendation. Reduction of the use Ongoing- Ratiois | Complete switch-over of
without an approved project document Reminders have been sent to the Country of the Imprest and currently downto | Imprest disbursementsto
or agreement aready in place Coordinator concerning compliance with the greater use of ATLAS | only 10 per cent ATLAS

Financia Rules and Regulations. In addition, in for disbursements. of transactions
order to improve compliance, a Regional through Imprest
Finance Officer will be assigned to the as at end of 2006.
Afghanistan Office to follow up on this Thiswill be
recommendation.” reduced aslow as
possible by the
end of thefirst
quarter 2007.
In place now. No payments will be
All DoA and PM have authorized without a
been directed not to project document or
expend funds without agreement
aproject document or
agreement.
End of February
AGOC SOPto be 2007.
amended to include
this.

2 | AGOC | TheFinancial Regulations and Rules “UNOPS agrees with the recommendation. A policy on “Advance | Implemented Policy on “Advance
should bereviewed to ascertain under Proposals for changes to the Financial Rules and Funding” has been Funding” fully developed,
what conditions expenditure could be Regulations will be considered in 2006. A released and released and implemented.
incurred prior to the receipt of funds. possible solution will be to alow commitments implemented

of funds prior to receipt of funds when specific End of February
criteria have been met, such as: signed project Advance Funding 2007
agreement; interruption of operations would Policy to beincluded
seriously impact project objectives; Donor has in AGOC SOP
other projects which are funded and agrees to
use these funds until funds are received.”
3 | AGOC | Effortsshould be madeto secure “UNOPS agrees that over-expenditure on project | Negotiations with Ongoing Zero deficit in the AGOC

additional funding to cover the $3.2
million deficit.

budgets, without agreement from the client
violates the Financial Rules and Regulations.
The UNOPS Deputy Executive Director has
instructed the Country Coordinator, Afghanistan,
to take the appropriate corrective action in

donors and better
monitoring of project
budgets and
disbursements

portfolio.

No over-expenditures
without donor written
direction and headquarters
UNOPS concurrence.




accordance with UNOPS Financial Rules and
Regulations.”

4 | AGOC | Themonitoring and follow-up “UNOPS agrees with the recommendation. Strict ARL monitoring | Completed All ARL balancesremain
functions with regard to the ARL Procedures have been improved with the and monthly ARL under 90 days old
should be strengthened and all long- introduction of proceduresfor follow-up and ageing report to be
outstanding items should be cleared as settlement of advances over 90 days and produced monthly for Monthly ARL ageing
soon as possible. monthly reporting of ARL balances.” the Director AGOC. reports result in no ARL

No replenishment of balances over 90 days.
advancesto the field
without clearance of At the end of January
current ARL. 2007 the ARL is

By end of $902,968.86, of which
AGOC SOP amended | February 2007 $544,855.00 is till
to reflect this outstanding over 3
reguirement. months.

5 | AGOC | Thepractice of charging advances for “UNOPS agrees with the recommendation. In Strict monitoring of Completed but Compl ete supporting
operational project activities as direct order to ensure compliance with the established ARL and monthly requires some documentation for all
expenditure should cease and al such internal control procedures, UNOPS will outpost | ARL reporting to the follow-up to project expenditureis
advances should be charged to the aRegiona Finance Officer to monitor Director AGOC and ensure al past present.

ARL and cleared on atimely basis. compliance and report to the Chief, Division of the RFO when documentation is
Finance and Administration, regularly.” appointed. present. Fully
completed by the
1% quarter 2007
8 | AGOC | Thepractice of purchasing equipment “UNOPS agrees with this recommendation. A Policy on “buy and 1% quarter 2007 | Policy fully developed,

for leasing to other projects should be
reviewed and ardated business policy
should be established to cover this
method of operation.

detailed review of operations with aview to
ensuring current procedures are adequate will be
carried out in 2006.”

lease” to be developed
and posted into AGOC
SOP

released and implemented

“Establishment of a National Environment Youth Corps” project - the Gambia

1

AFO

The reply should be submitted to the
UNDP Resident Representative in the
Gambiafor issuance to the
Government. A detailed reply to the
Government |letter of 1 November
2005 and the subsequent government
communication on the matter should
be prepared by the UNOPS regiona
office in accordance with the

“1. Para. (ii)

There may have been difficultiesin

communication during the war in Céte d’Ivoire,

where UNOPS office was based until June 2003.

However, the situation improved when WCARO
moved to Dakar in June 2003. Specific
recommendations were made by UNOPS Portfolio
Manager to improve channels of communication
between UNDP/UNOPS/Projects during a

Execution of solution
asindicated in column
3

Early April 2007.

Detailed |etter has been
prepared and will be sent
shortly.




comments contained in this audit
report. The reply should be provided
to the Government through the UNDP
resident representativein Gambia.

monitoring mission to Banjul undertaken in
February 2005.
2. Para (iv)
UNOPS will reply to the letter when sending the
audit report since the audit was undertaken
specifically to address issues raised by the
Government.
3. Para. 10
The responsibility for managing the project was
givento UNOPS Africall Division in Abidjan
since the onset of the project in 2002 as part of the
decentralization process.
4. Para. 14
It should be stated that UNOPS did not participate
to the meeting because it had not been invited.
5. Para. 17
The pro forma cost for the CTA post was
underestimated in the project document asit was
for oneindividual without dependants. The actual
cost was found to be much higher as the incumbent
of the post had 4 dependants, 3 of whom were
entitled to education grant. UNOPS requested
UNDP approval of the higher amount before
finalizing the CTA’s recruitment.
6. Para 41
UNOPS PAC identified the issue of resource
mobilization as arisk that may disrupt project
implementation in case pledges indicated in the
project document do not materialize.
In addition, with the pressure from the highest
level of government to start project activities,
UNDP gave advance authorization to UNOPS
before the incorporation of theinitia budget in
the financial system”.




2 | AFO For future activities and as a matter | “In this case, UNDP fast-tracked the approval Project Manager to Ongoing No repest of theissue.
of lessons learned, care should be | process of the project document, which did not | supervise corrective
taken when preparing a sound and | facilitate any amendments desired by UNOPS. | action asindicated
comprehensive project document. Given the urgency and the pressure from
government officials as conveyed by UNDP,
UNOPS accepted the project document though
it was not involved in the formulation or
appraisal and authorized the UNDP Resident
Representative to sign on its behalf.
Since 2001, when this project was accepted,
UNOPS has streamlined its procedure for
project acceptance, including decentralization
to regional offices. Measures have been taken
to regject projects that do not meet our
requirements, particularly when they have
already been signed, to encourage donors to
associate UNOPS as much as possiblein the
formulation stage and the UNDP Project
Appraisa/Approva Committee and to ensure
UNOPS PAC comments are addressed before
project implementation starts”.
“Support to the Police of the Republic of Mozambique” project - phase | (M0Z/95/015) and phase ||
(M 0OZ/00/007)
1| AFO Asamatter of priority, UNOPS “UNOPS agrees that the over-expenditure UNOPS Finance End March Fundstransferred
should resolve with the UNDP needs to be resolved but feels that while the headquarters to request
Mozambique office the issue of the reasons for the over-expenditure have been UNDP comptroller to
over-expenditure, which should clearly reported in the audit report as rel ease donor funds,
include dealing with the following resulting from non-compliance of the officers | which will reduce the
significant factors: (@) effect, if responsiblefor project management, thereis deficit by $236,684.
any, of donor contributions of no comment on whether the non-compliance
$236,684 kept by the UNDP was due to negligence on the part of the UNOPS has agreed to | End March
Comptroller’s Office in a holding UNOPS staff or other factors. Given that the accept alower rate of
account under MOZ/95/015; and (b) audit was made at the request of the UNOPS AOS, reducing the
discrepancy on the calculation of Deputy Executive Director based on deficit by $133,000.
the UNOPS support cost as stated discussions with the UNDP officein UNOPS Finance
between the donor agreement with Mozambique and given the seriousness of the | headquarters to apply
the Government of Spain and the aleged actions, it is suggested that the audit this.
Project Document. team consider further investigation of the Budget revision agreed




matter. In this connection, since those UNOPS/AFO to and signed

responsible are now employed by UNDP, and | further discusswith

since the audit was partly aresult of UNDP Resident

discussions with UNDP, interna audit should Representativein

carry out any additional work with the Mozambique the

agreement of UNDP. remaining over-
expenditure to confirm

Regarding (a) above, as a regular-resource- they werein line with

funded project, UNOPS receives an project

authorized budget and not cash. Therefore, activities/delivery and

OAPR may wish to review thispoint with the | to discuss how these

assistance of UNDP. With regard to point (b), | costscan be covered.

the total budget authorization and revisions

prepared and approved by UNDP appear to

bein linewith thetotal contributions

received by UNDP, lessthe UNDP

management fee. Therefore, if there are

discrepancies, OAPR may wish to further

investigate with the assistance of UNDP”".

Please refer to the OAPR response to the

management comments, as shown/detailed in

thefinal report.

AFO Theissue of whether to continue or “UNOPS agrees with the audit UNOPS agreed to pay | End March Letter from UNDP
terminate the contract with the firm recommendation. ARO will seek the advice balance of $7,000 to confirming recovery
ABACO should beresolved in of Office of Legal Services and theassistance | enableworksto be of demurrage charges
consultation with the Office of of UNDP Mozambique in deciding the course | completed — oncethe
Legal Services. of action to be followed.” demurrage was

refunded — waiting
response from UNDP
Mozambique
AFO Under the project MOZ/95/015, the “As noted above, as a core funded project, UNOPS headquarters End March UNDP to rel ease funds

difference between the total donor
contributions shown in the final
budget revision with that shown in
the records of the UNDP
Comptroller’s Office should be
reconciled, as a matter of priority.

In particular, the reconciliation
should take into account the amount

UNOPS receives authorized budget and not
cash. Therefore OAPR may wish to review
this point with the assistance of UNDP”.

Please refer to the OAPR responseto the
management comment, as shown in the final
report.

Finance to request the
UNDP Comptroller to
release funds, which
will decreasethe
deficit




of $236,684, which is being kept in
aholding account by the UNDP
Comptroller’s Office

Themine action procurement activities of the Global and Interregional Division

1

NAO and DPS

For proper vendor management and
maintenance of the vendor
database, we recommend the
following:

* Establish a process, including
setting criteria or benchmarks for
the comprehensive eval uation and
screening of vendors to be included
in the vendor file.

(a) Establish a vendor performance
feedback mechanism for recording
in the vendor file, which could be
accessed by all procurement
practitioners. The same mechanism
may be used to disseminate
information on “blacklisted”
vendors;

(b) Carry out aregular periodic
review of the vendor filefor
updating vendor information and
purging obsol ete data.

DPS Comments: “Although the
recommendation is directed at Global and
Int3rregional Division (GLO), from the
corporate procurement standpoint, DPS
agrees with the recommendation. The new
UNOPS Procurement Manual contains
language addressing vendor management and
evaluation of supplier performance”.

GLO Comments: “This is fully endorsed but
identifying GL O as the action unit
responsibleis not in line with the current and
past division of responsibilitieswithin
UNOPS. Client services do not develop
corporate procurement guidelines. They are
developed by corporate services (OLS and/or
DPS) in consultation with client services.
Thisissue can perhaps be seen as a
consequence of the incomplete 2004
restructuring, which placed operational
responsibility for procurement with client
services but provision of support, tools and
guidelines with DPS. However, the
restructuring of corporate services was put on
hold and the support from DPS originaly
envisaged did not materialize until later. GLO
does not have the mandate, capacity or
resources to devel op corporate guidelines on
the management and maintenance of the
vendor database, which is a corporate tool.
We can certainly provideinput to DPSinto
the design and ongoing maintenance for those
vendors with which we work. DPS should be
requested to identify a completion date and
responsible manager.”

Vendor management is
amajor task/activity. It
has been agreed that
the Organizational
Effectiveness Centre
(OEC) of UNOPS will
start developing a
corporate vendor
management systemin
the last quarter of
2007. In the meantime,
asupplier performance
evaluation form has
been developed.
Procurement steffs
have been instructed to
includeitin all new
procurement case files
andtofill itin at the
end of the procurement
process. One person at
GSC isaso collecting
thisinformation for all
procurement activities
conducted by UNOPS

End of 2008

Thiswill depend on the
vendor management
system that will be put in
place




NAO and DPS

We recommend that consideration
be made to establish aretention
policy for al pertinent bid
documents and records rel ated to
procurement activities.

DPS Comments: “Although the
recommendation is directed at GLO, from
corporate procurement standpoint, DPS
agrees with the recommendation. In this
regard, UNOPS issued Organizational
Directive No.12 Records Retention Policy
on 21 April 2006. The new UNOPS
Procurement Manual stipulates rules on
‘Documentation of the procurement process’
(see para. 1.77).

GLO Comments: “Recommendation 3 also
pertains to the devel opment of corporate
procurement guidelines so the same
comments on recommendation 1 apply.
Earlier, when thisissue came up, [GLO]
referred to the UNOPS Handbook and found
that it issilent on this subject. [GLO] could
not locate any guidance on this subject.
Subsequently, Organizational Directive No.
12 was issued on 21 April 2006 [...]. All
unsuccessful proposal's have been retained
since 21 April 2006. Sincethis
recommendation has far-reaching
consequences for all units of the
organization, not just GLO and mine action,
[GLO] would recommend that the
management comments include the proposal
that adherence to the records retention policy
in this respect will be monitored and
periodically reviewed in the light of best
practices and the capacity of the
organizationa unitsto follow the policy. The
cost and mushrooming volume of documents
for the organization to manage can be
considerable [...]”.

Theretention policy is
clearly definedin
Organizational
Directive No. 12 and
in the Procurement
Manua

NA

NA

“C

reating a Regional Information Network in Western and Central Africa” (FidafriqueIl) — Senegal

AFO

The Agreement should be amended
to reflect theissuesraised in this
report with regard to the following:

“UNOPS agrees [...] and will discusswith
IFAD both issuesin September 2006 when
the next mission is scheduled.”

IFAD considersthat it
is not necessary to
establish such

30 April 2007

IFAD to send aletter to
UNOPS explaining the
case.




(a) clearly stating the role of
UNOPS; and (b) clarifying the
audit responsibilities.

amendment because
the project completion
date is scheduled for
31 December 2007.
Thisissuewill be
discussed during the
next supervision
mission in April 2007.

“Western and Central Africa Rural Development Hub, a Tool for Improved Food Security and Rural

Poverty Alleviation”

programme — Senegal

1 | AFO The Agreement should be amended “UNOPS agrees with the recommendation IFAD considersthatit | 10 May 2007 IFAD will send aletter to
to reflect theissues raised in this and will discusswith IFA both issuesin is not necessary to UNOPS explaining the
report with regard to the following: September 2006 when the next mission is establish such case.

(a) clearly stating the role of scheduled”. amendment because
UNOPS, and (b) clarifying the the project completion
audit responsibilities. dateis scheduled for
31December 2007.
Thisissuewill be
discussed during the
next Steering
Committee meeting
Indonesia Programme Implementation Facility and the “Schools Reconstruction and Refurbishment
Project” financed by UNICEF

1 | APO We recommend that in line with “Agreed. Already done. July-December 2006 Done (September | Approved PIP document
the ongoing dial ogue with the A Project Implementation Plan (PIP) was PIPfinalized and 2006) and formal takeover of the
UNICEF fidld office, the project prepared, circulated for comments and approved by UNICEF, project management by
implementation plan and budget be discussed during the UNICEF/UNOPS reflecting, inter alia, APO. New approved
revised to take into account the Bangkok August 2006 meeting. This number of schools management services
significant changes in the size of document was approved in principle and agreed upon with agreement, replacing the
the activities, funding and forms the basis of current programme with APO. initial memorandum of
reporting requirements. UNICEF in anticipation of the revised understanding.

memorandum of understanding to be
signed.”

2 | APO We recommend that staff be trained “Agreed. Discussions between APRO and Provision for training Training slated Traineesidentified and
and encouraged to fully utilize Atlas | project management under way to drastically | of project finance staff | for current PIP preliminary arrangements
in the project operations. increase use of Atlasin 2007. Additional made in January-June | period January- / discussions taken up

resources will be required during the next 2007 PIP. ThisPIP June 2007. with Division of
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PIP negotiations with UNICEF.
UNOPSisfinalizing its review of the use of
imprest accounts at all locations with aview
to either using UNDP Country Officesto
make payments, wherefeasible, or by
providing Atlas payment functionality to
UNORPS offices (preferred option). Atlas
training will be provided to project personnel
with user IDs.”

was formally approved
about two weeks ago.
Need for such training
has aready been
communicated to
FinanceNY and OEC
CPH.

Finance/New York and
OEC/ Copenhagen.

APO We recommend that the “Agreed. Since thetransfer of the project UNOPS has opened up | Ongoing Less suspicion and
coordination, flow of information responsibility from APIF to APRO in July to UNICEF misunderstanding.
and communication between 2006, there has been considerable Construction Unit Problems are resolved in-
UNICEF and UNOPS at the field improvement in the UNICEF/UNOPS Inspection teams at the situ thus minimizing the
level be continuously improved to relationship at thefield level. Much hasbeen | field level. UNICEF probability of tension and
resolve difficulties and obstaclesin improved in the coordination, information technical staff in conflict of opinion and
project implementation in amore flow and communication between the two Banda Aceh, Calang, reducing delays in taking
timely manner. agencies. Weekly meetings on progress; Meulaboh and Nias remedia action. Improved
weekly technical meetings at alternate Field Officesare collaboration and
venues; and ad hoc meetings either in Banda | invited to all facilitation leading to
Aceh or in Jakarta have been held between procurement related increased business over
UNICEF and UNOPS to maintain close meetings/sessions, timefrom 133 to 170
consultation on project development or e.g., pre-bid, bid schools since the takeover
issues. UNICEF Construction Unit staff are opening, joint by APO.
invited to all pre-bid meetings and public bid | inspectionsfor
openings.” progress tracking and
substantial handover
are also undertaken.
APO Imprest account submissions to “Agreed. Thereocation of the Finance Apart from relocating Donein New Finance staff on
headquarters should be done no Officer to BandaAceh hasled to regular and | the Finance Officerto | December 2006 board at the Project
later than the second week of the timely submission of imprest account BandaAceh, a Management Unit (PMU),
following month, as required in the returns.” recruitment drive Banda Aceh and the 4
imprest guiddlines. launched to bring on field offices.

board qualified and
capabl e finance staff.
The Finance Unit of
the project has
benefited from a
Finance Associate thus
strengthening the
staffing in the unit.
The Fidd Offices have

The new staff have
undergonetrainingin
FASS and to a great
extent have impacted
positively on the PMU
capacity to provide
support for thefield
offices.

Submission of Imprest
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equally benefited from
new and capable
finance staff, thus
enhancing the capacity
of theteam to organize
andrespond in a
timely manner, as well
as expediting Imprest
account submissions.

account returns to Finance
New Y ork hasimproved
remarkably.

APO We recommend that the practice of “Agreed. Transfer of fundsto a staff Done Sept 2006 Finance staff handling
using staff’s personal bank account member’s personal account ceased with the fundsin his persona
for the project operational relocation of the Finance Officer to Banda account eloped. Small
requirements be discontinued, as a Aceh during first week of September 2006. cash accounts have been
matter of priority, and al funds The practice of cash advancesto field offices created in al field offices.
transferred to a new account under was also discontinued. Regular petty cash
the name of the project office. The accounts have now been set up with proper
project should establish alocal authorization. Only in Calang actual cash
currency imprest bank account in will be held in a safe since no banks are
Banda Aceh and in the other field availablethere at present.”
officelocations. If abank account
in the other field office locationsis
not possible, asmall cash account
(not to exceed $2,500) that is
operated on an imprest basis
should be established.

APO We recommend that the “Agreed. The exercise or reviewing Done December 2006 - | Imprest account
expenditures recorded in Atlas expenditures recorded in Atlas for the project January 2007 expenditures were

under the Schools Reconstruction
project be thoroughly and
periodically reviewed in order to:
(a) ascertain the validity of
outstanding purchase orders which
were established prior to 30 June
2006 and to adjust or close them,
as necessary; (b) identify any
incorrect charges, such asthe
incorrect charge of $140,000,
which should bereversed and
transferred to the BRR project, asa
matter of priority.

has been completed. Action is being
undertaken by the Portfolio Manager to
reverse ineligible expenditures charged to
the project and simultaneously cancel ULOs
considered invalid at this point in time.
Balance of 2005 purchase orders s have all
been cancelled, credited to the project, and
aong with Project Delivery Report, reported
to UNICEEF (as of 30 September 2006).”

reviewed retroactively by
the Portfolio Manager and
all detected ineligible
expenditures identified.
Major items were reversed
out of the project, and
only afew small items
remain to be donein 2007.
Also, dl non- valid 2005
and 2006 purchase orders
were cancelled before
closure of 2006 accounts.
Incorrect charges to the
project vis-avisthe BRR
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project were also taken
out on closure of 2006
accounts.

9 | APO We recommend that the designated “Agreed. The Portfolio Manager in APROis | All expendituresin Started in January | Purchase orders created
Atlas budget owner for the Schools now responsiblefor this exercise and will 2007 will be made on 2007 and ongoing | and approved in Bangkok.
Reconstruction project should perform the function as recommended. Past the basis of Atlas All expenditures will be
closely control and monitor expenditures have been carefully reviewed approved purchase made out of these
expenditures, particularly the and validity of purchase ordersis currently orders purchase orders, thus
validity of outstanding purchase being ascertained.” facilitating reconciliation
orders or encumbrances. and tracking of

expenditures, aswdll as
improving financia
reporting. By establishing
aMaster Tableon the
subcontract components,
the value of the purchase
ordersare closdly
monitored and adjusted
over time.

11 | APO We recommend that a national “Agreed. A survey of national salary scales New national and September 2006 New salary structure for
sdlary structure, based on corporate of other sister United Nations agenciesin international salary nationals implemented in
guidelines and taking into account Banda Aceh and Niaswas undertakenin July | structurewasputin November 2006 with
the national salary scales of other 2006. Corporate Guiddines have been taken place based on retroactive payments
United Nations organizations into account. A new salary structurein line comparable dating back to September
operating in the samefield with national salary scales has been prepared | emoluments of other 2006. International salary
location, be instituted for personnel and is under implementation with effect United Nations agency structure was tied to the
under the Schools Reconstruction from 1 September 2006.” staff of similar levels contract expiry and
project. in Aceh and Nias. renewals of individuals.

“Access Improvements to Markets in the Eastern Region” programme - Timor-L este

1 | APO The management should ensure “Management agrees with the observation PMU will monitor the | Ongoing In addition to
that personnel who perform poorly that early activities should have been taken staff performanceon a Performance A ssessment
are either counseled soonest for a replacement despite special situation.” daily basisand before the contract
possible; or terminated at the feedback is provided extension, each staff is
earliest opportunity in order to to APOinatimey reminded to act as per
avoid a situation where the poor manner terms of reference and
performance of key personne leads related rules.
to ineffective execution of project
activities.

2 | APO The management of UNOPS “Management agrees with the observation APO will follow up Ongoing The former monitoring

should ensure that:

and recommendation and will follow up with

with UNDP to ensure

and evaluation specialist’s
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(a) Thejob description/scope of
work/terms of reference for the
monitoring and evaluation
specialist isformally agreed, with
UNDP taking into account any
overlap of activitieswith the
consultant;

(b) Amount charged for the
services of the monitoring and
evaluation Specidist isjustified
and commensurate with the work
performed and other equivalent
Projects;

(c) The monitoring and evaluation
specidist isassigned to the AIM
Project on afull-time basis as
required by the project document;
(d) Only the actual cost is charged
to the project. Estimation of cost
should be accounted only as pre-
encumbrance or encumbrancesin
ATLAS. Disbursement should be
based on actual cost;

(e) Timely reversal in ATLAS
should be performed to reflect the
actual monitoring and evaluation
specialist cost in the AIM project
expenditure.

UNDP for a decision on this issue.”

afull-time monitoring
and evaluation

specidlist is appointed
as amatter of priority.

assignment ended when
her contract expired (6
months) and UNDP has
not taken any further
action to appoint a
replacement.

APO

Management should revise the
project document on atimely basis
to take into account changes made
to the timeline, budget, additional
funding secured from the
Government of Timor-Leste and
the latest estimated completion
dates; notwithstanding the fact that
the project document should be
revised on an annua basisin
accordance with part IV thereof.

“Management fully agreed with the

observation and recommendation and will
urge UNDP to amend the project document
so that al changes can be properly reflected

and documented.”

APO will ensure all
future changes from
the original project
document are
reflected through
revision or amendment
in atimely manner

December 2006

Addendum to the Contract
(project document)
between UNDP and
European Commission
was signed

APO

The management should ensure
the:

“Earlier in February 2006 when foreseeing

the possible delay of the project

Based on the project
work plan and actual

September 2006

Official approval from
European Commission for
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(&) Timely preparation of the
revised timelineg;

(b) Timely preparation of request
for project duration extension from
the European Commission;

(c) Reguest for extension for
project duration should include the
period of withholding the retention
sum;

(d) Timely follow-up to the
response from the European
Commission regarding the approval
of the extension.

implementation based on the tendering
timeframe, the Project Manager raised the
issue of project extension with the European
Commission at the meeting with European
Commission Country Director during the
visit in Dili. Given the fact that the extension
period must be decided in accordance with
the date of the contract award, European
Commission Country Director advised
UNDP and UNOPS to submit the project
extension request only after the contract
award. At subseguent meetings, the
European Commission repeated the same
requirement. Although thereisno official
letter or minutesin this connection, the
Project Manager recorded the above
discussion and instruction in the Mission
Report and APRO Assessment Report of
Timor Leste Projectsin August 2006.
Nevertheless, the Project Manager will
follow up with UNDP and the European
Commission for early approva of the
extension until end of 2008.”

bridge construction
schedule of the
Contractor, APO will
monitor the project
progress more
effectively so asto
ensure that correct and
timely action is taken
in future.

project extension until end
of 2008

7 | APO UNOPS should monitor the timely “The comment well noted. Under AIM, 90 Based on the project September 2006 Official approval from
execution of activitiesin order to per cent of the project budget islocated for work plan and actual European Commission for
meet the specified objectives of the construction of 5 bridges. Without knowing bridge construction project extension until end
project. the exact date of contract award, the schedule of the of 2008
Should there be a changein the management has to keep sufficient amount Contract, APO will
timing of execution of project available for the construction contract in the monitor the project Budget Revision was
activitiesand it is apparent that the budget of the current year. Nevertheless, progress and use of signed
Situation is not conduciveto attention should be given to close monitoring | funds more effectively
meeting the objectives in the time of budget/expenditure to ensure efficient S0 asto ensure that
period allocated, the budget should communication with the donor for timely correct and timely
be revised accordingly to provide a budget revision and projects extension.” actionistakenin
more reasonable delivery rate. future.

A timely formal communication to
the donor to approve the extension
of the project should aso be
performed by the Project Manager.
16 | APO The management should ensure “The comment is well noted. APO has sent the December 2006 The Budget Revision

that each of the budget linesis

Normally, the new budget revision should be

Budget Revision to the

passed commitment
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revised in atimely manner if there
arepotential variances.

sent to commitment control in ATLAS
immediately after signatures. The budget
revision signed on 18 September 2006 is
only an interim one needed for inclusion of
$700,000 of the additional government
contribution before awarding the contract to
the contractor for bridge construction on 22
September 2006, and another budget
revision isto be made after European
Commission approval of project extension to
end of 2008 is granted. As aresult, APRO
has held the action to send the budget to
commitment control in the system. In
ATLAS, once new budget revisionis
approved, the expenditure reports will be
automatically changed according to new
budget allocations. APRO decisionisto
avoid possible confusion on expenditure
reports that might be caused by frequent
budget revisions within shorter period,
particularly at the end of the quarter when
the quarterly PDR will be sent to UNDP
headquarters.

The “O” expenditures or over-expenditure
under certain budget linesin the 2005
expenditure report are caused by charging to
incorrect fund/donor codesin ATLAS. The
corrections have been made through reversal
and such human errors should be avoided as
much as possible in future.”

Commitment Control
and taken action to
correct erroneous
charges asan
immediate follow-up
to auditor’s advice

control in the system and
the expenditurereport is
cleaned.

23

APO

The management should ensure
that:

(a) All data has back-up at least on
weekly basis,

(b) UPS hardwareto beinstalled
on each project desktop;

(c) An off-sitelocation is
identified for storage of all back-up
CDs and to serve as an alternative
| ocation to continue operations
should the contingency arise.

“Point well noted. Management will advise
and supervise the Project Team to ensure
proper action.”

PMU will ensure
proper action istaken
by dl staff

Ongoing

Software and required IT
goods are purchased for
this purpose.
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Annex 2

Summary of recommendations unresolved over 18 months

Report Unresolved recommendation UNOPS management explanation
reference
PS0175 The petty cash level for MY A/01/005 should With therefocusing of the project strategies, there
Myanmar beincreased and a petty cash account should was no longer any need to increase thelevel of

be established for MY A/01/005. petty cash.
PS0175 Contracts between UNOPS and third parties APO will ensure the recommended action will be
Myanmar must be entered into only by officials holding taken and is collecting documentsfor this purpose.

an appropriate, valid del egation of authority.
With regard to the specific contracts with Dana
Phyo Cooperative Society, Mon Literature and
Culture Committee and U Aung Zaw Hein,
post-facto approval should be sought from
senior management to accept related charges as
valid expenditures.

PS0181 The staffing of the SGP unit should be No additiona staffing decision was taken by

GEF-SGP reviewed with aview to increasing CPMT Global Manager. National coordinator

Tanzania programme-related support to the national confirmed that since SGP unit isintegrated within
coordinator in order to strengthen the the UNDP country office, arrangements have been
monitoring of projects. made to ensure that UNDP country office staff

assiststhe national coordinator with project-
monitoring tasks.

Recommendation cannot be immediately
implemented owing to SGP financial constraints.
Additionally, the national coordinator has not
provided any indication for a continued need of
extrastaffing, in view of office reorganization.

PS0190 The programme assistant should discontinue Since new Atlas processing guidelines were
GEF-SGP preparing purchase ordersin Atlas. introduced in September 2006, the SGP staff
Ecuador should create purchase orders for grant payments,

and may assist in admin payments (if accepted by
UNDP country office) for usua processing by
UNDP country officein line with standard
fiduciary responsibility and Internal Control
Framework. This revised procedure is needed to
streamline response to observed payment process
delays on the part of most UNDP country offices.

Recommendation cannot be followed as new and
improved guidelines were subsequently launched.
Theresult was an improved and streamlined
payment process and better coordination between
SGP staff and UNDP country office.

PS0191 The “double payment” of $1,902 to the No written comment received so far from national
GEF-SGP beneficiary “Associa¢ao dos Pequenos coordinator or UNDP country despite several
Brazil Productores Rurais da Cabeceira do Mangai” reminders. Follow-up action continues.

should be recovered from the beneficiary.
UNDP country office financial recordsindicate the
recovery of the double payment — to be verified.

PS0191 It should be ensured that the operation of the No written comment received from nationa
GEF-SGP national steering committeein Brazil isinline | coordinator despite several reminders. Follow-up
Brazil with the Guiddines, particularly in the action continues.

following aspects:

(a) Members should be formally appointed by SGP Brazil records to be verified.
the UNDP Resident Representative;
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(b) Any member of the national steering
committee from the non-governmental sector,
academic and scientific institutions, other civil
service organizations, should be appointed to
servein her/his personal capacity and not asa
representative of her/his organization;

(c) The practice of considering the tenure of
members to be “indefinite” should be
discontinued and the “two-year rule” should be
generaly used as a yardstick.

PS0191
GEF-SGP
Brazil

It should be ensured that areview is carried out
of al operationally compl eted projectsto make
sure that these have been/are brought to an
appropriate closure.

No written comment received from national
coordinator despite several reminders. Follow-up
action continues.

Loca SGP Brazil recordsto be verified.

PS0192
GEF-SGP
CostaRica

The differences in amounts appearing in the
Quarterly Expenditure Report, the annual work
plan and the PEDR should be reviewed and
reconciled.

It appears that the audit team is under theincorrect
impression that the sum of funds appearing in the
yearly budget for grantsis equivalent to the country
dlocation. The grant alocation is communicated
yearly to each country by means of a specific | etter.
The grants once approved by the NSC are
disbursed through multiple installments over a
number of years. Thuswhat is recorded in the
yearly budget isthe total sum of grants
disbursements due in that single year, including
previously approved grants. Asageneral comment,
we do not see clearly the purpose in reviewing the
discrepancies post-facto related to the country
administrative expenses. Rather it isworth noting
that with more than 85 country programmes our
effort has concentrated in devel oping ad-hoc
reporting instruments to control the expenditures
vis-avisthe approved yearly budget while
checking on the consistent reporting from the
country offices.

OAPR comments: Theissue pertainsto: (a) budget
and expenditure recording and reporting; and (b)
discrepancies noted between the different
management reports, i.e., the Quarterly Expenditure
Report prepared at the field level, the annual work
plan and the PEDR. The recommendation makes no
mention of the amount of the grant allocation, in
particular, but rather addresses the programme
budget and expenditure reporting, as awhole. We
recommend, therefore, that future project financial
reports from headquarters and the field should be
regularly reviewed for consistency in order to
strengthen budgetary monitoring and control.

UNOPS agrees with this clarification.

PS0195
GEF-SGP
Kenya

The engagement of temporary assistance to
lessen the administrative workload of the
programme assistant should be considered.

No action taken owing to financial constraints at
thetime and in view of by now improved workload
situation of the programme assistant.

PS0195
GEF-SGP
Kenya

The grade level of the programme assistant
should be reviewed.

No action can be taken at thistime since the
standard consistent classification of al SGP
programme assistants as well as UNDP/UNOPS
Human Resources rules do not allow re-
classification of grade in the circumstances.
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Annex 3
Definitions of standard audit ratings

Audit ratings

The following standard audit ratings have been defined so that management can place in context the
opinions given in internal audit reports.

Definition of performance

Within the operationa audit context, performance refers to the economy, efficiency and effectiveness of
operations under management’s control. Operational audits assess the extent to which resources are
acquired and utilized with due regard to economy and efficiency and whether management has put in place
mechanisms to accurately monitor and assess whether programmes are meeting planned objectives.
Operationa audits do not report on the achievement of results.

Performance also refers to the manner in which activities are conducted — i.e., whether they are conducted
in accordance with UNOPS values. UNOPS values encompass the notions of prudence and probity, as well
as the necessity of taking acceptable risks.

Standard rating Definition
Satisfactory In general, controls were in place to ensure that operations are

economic, efficient, and effective; and that activities are
conducted with due regard to UNOPS val ues. Any weaknesses
identified were not significant enough to compromise the overall
performance and the control environment. The range of
corrective actions required by management is moderate.

Partially Satisfactory The mgjority of key controls were applied. However, some
significant control weaknesses were identified. Timely
corrective action by management is 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.
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Annex 4
Audit risk assessment model and audit work plan for 2007
(Revision date: 17 October 2006)

l. Introduction

The Project Services Audit Section (PSAS) formulated a risk-based audit planning system to ensure that its
priorities are consistent with the goals of the United Nations Office for Project Services (UNOPS) and thus
enable it to add value to UNOPS operations. PSAS aims to design the 2007 annual work plan based on an
assessment of risk and exposures that may affect UNOPS in conducting its activities around the globe.
PSAS intends to provide UNOPS management with information to mitigate the risks involved in its
operations for the year.

Having a model for risk assessment has become essentia because of the diversity and range of UNOPS
operations worldwide, the PSAS wide scope of audit coverage and limited available staff. To optimize
these limited resources, it is imperative that PSAS efficiently and effectively allocate resources to areas
which are most critical to UNOPS. Thus, risk assessment is a key element during the audit planning phase
to systematically identify significant areas of activity in UNOPS that warrant special emphasis and closer
review.

Having an effective risk-based planning system will give a reasonable assurance to UNOPS management
that significant and critical auditable units are adequately covered through a medium- to long-term audit
strategy and annua work plans and that recommendations resulting from these audits add value to the
projects, corporate service units and UNOPS as a whole.

I. Overall objectives

The overall objective of the risk assessment exercise isto develop an audit plan for UNOPS, based on a
risk based approach by determining the higher risk areas and resulting audit procedures and areas of focus.

Therisk assessment also aimsto provide a feedback to the management on critical areas for due
management attention and supervision in implementation of sound internal controls.

1. Proposed methodology

Review of relevant data and infor mation would include UNOPS business plan; organizational structure,
management and staffing; funding and resources, including financial and operating data; applicable
legislation and recent devel opments, including changes in management.

Identification of audit universe and auditable units. UNOPS has currently been going through a number
of changesin organizational priorities and management structure. With the move of its headquarter from
New Y ork to Copenhagen, there is a chance that the existing business units may merge and change and
some additional units may emerge. It istherefore very important for any audit plan to take thisinto
consideration.

For our risk assessment model, two audit universes could be defined to capture the UNOPS operations:

(@) By organizational units;
(b) By programme and projects

Note: Audit work plan released to UNOPS senior management and to the members of the Corporate Controls Centre in October 2006.
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The attachment following the present annex indicates the auditable units within UNOPS, as a 17 October
2006, under the categories of Client Services units; Executive Office and Corporate Services units. Under
the category of Client Services units, a sample of related programmes and projects will also beincluded to
give appropriate coverage to UNOPS activities as awhole.

Risk identification involves speculating about the relevant threats and/or opportunities that could affect an
auditable unit and its ability to achieveits business goals. In identifying the risk factorsin assessing
organizationa units, those that have a potentia to materialy affect UNOPS in areas of governance,
management, operations and control environment have been taken into consideration. The risk factors also
take into account any historical or statistical available data pertinent to the risk identification process.

The identified risk factors for UNOPS two groups of identifiable units, i.e., Client services and Executive
Office and corporate services, are shown below and are categorized by quantitative and qualitative factors.

The rating is based on a combination of 60 per cent quantitative and 40 per cent qualitative ratings. The
units are ranked according to the overall scores. These results are to be used in identifying units to be
audited and as abasis for alocating audit resources for 2007.

Quantitativefactors Client Executive
services Office
and
corporate
services
1. | Approved programme budgets 10 -
2. | Approved administrative budgets - 15
3. | Tota programme expenditure 10 -
4. | Total administrative expenditure 10 15
5. | Resource mobilization 5 -
6. | Businessacquisition 5 -
7. | Number of purchase orders valuing $100,000 or more 10 15
8. | Time eapsed sincelast United Nations Board of Auditors and/or 10 15
PSAS Audit
60 60
Qualitative factors are not quantifiable but have an influence on risks in the actual operations and in
the management of resources.
Qualitative factors Client Executive
services Office
and
corporate
services
1. | Stakeholder concerns 10 10
2. | Last PSAS audit rating 10 10
3. | Results of recent audits or investigations 10 10
4. | Turnover at key management level 10 10
40 40

Risk measurement considers information such as the probability of occurrence, severity of consequences,
and timing and duration. For PSAS to have a consistent basis for measuring the potentia influence on the

overdl level of risk for each auditable unit, a uniform 3-point scale measurement system is being adopted.
In al ratings (quantitative and qualitative), the following applies:

1 3 5

Low Medium High
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The actual values for each quantifiable factor are scal ed proportionately so that the auditable unit with the
highest valueis given arating of 5 and with the lowest value, arating of 1. All units are given ratings
depending on their position in the range from 1 to 5. In defining the scal e, the minimum and maximum
values of al auditable units are to be considered. Ranges defined for each factor are on based on an
analysis of the global actual figures.

Consultations with the respective UNOPS units are to be conducted: (@) to obtain the data needed for
input into the model; (b) to determine their overall perception of risks, and (c) to confirm the risk
assessment carried out by PSAS. In the case of substantial differences in perception of risks, the risk
assessment process will be revisited.

In this connection, the UNOPS is being requested to provide their risk rating for two qualitative
factors, namely, stakeholders’ concerns and Senior management turnover in each unit.

Consolidation of results of the risk assessment is to be done by PSAS to obtain the risk ranking of al
auditable units. The overall scores are divided into three quartiles (see table below) - high, medium and
low risk - as the basis for determining the audit cycle and, consequently, the number of units to be included
in the PSAS audit work plan. The results of the risk assessment and the units identified for audit are shared
with UNOPS.

Level of risk Final risk
scores
High 3.26t05.00
Medium 2.01t03.25
Low 1.00 to 2.00

Periodic reviews of the risk factors, scores and the weighting system should be carried out annually. The
purpose of periodic reviews is to ensure that emerging issues and changing concerns about risks and
opportunities are adequatel y and accurately captured and reflected in the annual work plan.

V. Definition of proposed risk factorsand scores

Quantitativerisk factors
The 2007 risk assessment exercise is based on available data for the month of October 2006.
A and B. Approved budgets

Approved budgets correspond to the budget figure approved by UNOPS headquarters and
reflected in UNOPS Dashboard as of 1 October 2006.

Client services (programme budgets)

Less than $75 million 1

Between $75 million and $150 million 3

Above $150 million 5
Executive Office and corporate services (administrative budgets)

Lessthan $1.5 million 1

Between $1.5 million and $4 million 3

Above $ 4 million 5
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C and D. Total expenditures on programme, management and other activities

Expenditure is one of the key elements to assess risk. The total expenditure on programme
and administrative activities pertain to the total expenditure of the units as of 1 October 2006.

Client services (programme)

Less than $50 million 1
Between $50 million and US $100 million 3
Above $100 million 5

Client Services (administrative)

Less than $1.5 million 1
Between $1.5 million and $3 million 3
Above $3 million 5
Executive Office and Corporate Services (administrative)

Less than $1.5 million 1
Between $1.5 million and $3 million 3
Above $3 million 5

E. Resource mobilization

As UNOPS is a service provider, income generation targets are an important factor and
indi cate the volume and compl exity of work for a particular unit.

Client Services (income targets)

Less than $5 million 1
Between $5 million and $10 million 3
Above $10 million 5

F. Businessacquisition

This factor takes into account the expected new pipeline projects for the auditable units. The
higher the value of pipeline projects the more it impacts on the operations, funding and hence
an enhanced need for control implementation.

Client Services
Lessthan $75 million 1
Between $75 million and $150 million 3
Above $150 million 5

G. Number of purchase ordersvaluing $100,000 or more

Higher average values of purchase orders add complexity to the operations and increase
business risk. Information on the number of purchase orders processed through Atlas has been
obtained as of 7 October 2006.

Client Services
Lessthan 50 1
Between 50 and 100 3
Above 100 5
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Executive Office and corporate services

Lessthan 5 1
Between 5 and 10 3
Above 10 5

H. Time elapsed since last United Nations Board of Auditorsand/or PSAS audit

This factor takes into account the time passed since the auditable unit was last audited by the
United Nations Board of Auditors and/or PSAS.

Last audit in year 2006 1
Last audit in year 2005 3
Last audit in year 2004 or earlier 5

Qualitative Risk Factors

J.

UNOPS stakeholders’ concerns

This pertains to the level of interest that UNOPS stakeholders (i.e., Executive Board, senior
management, Board of Auditors, donors and Governments) may have in any project/unit
because of its high profile in the international community, media, external environment, or
even in the host country. The risk of reputation to UNOPS may arise due to the loss of human
lives, operations in challenging countries (e.g., the Democratic People’s Republic of Korea,
Somalia) or mismanaged UNOPS projects. This aspect is assessed by headquarters units.

Expressed level of interest islow 1
Expressed level of interest is medium 3
Expressed level of interest is high 5

Last OAPR audit rating

Audit rating pertains to the overall audit opinion of the last audit undertaken by PSAS in the
last three years, which covered the planned audit areas. Where there were no audits conducted
in last three years, the median score of 3 has been taken to reflect the factor value.

Satisfactory 1
Partially satisfactory 3
Deficient 5

Results of recent special audits or investigations

Specid audits or investigations are normally associated with control breakdowns and
deficiencies and are an important indicator of organizational risk.

Cases reported, but not substantiated during the last three years 1
Cases with medium level of exposure reported and substantiated during the

last three years 3
Cases with high level of exposure reported and substanti ated during the last

three years 5

Turnover at headquartersunit key management level

This relates to changes in the critical posts in the Client Services and Executive Office and
Corporate Services units. This aspect is assessed by the management of UNOPS.
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0-1 change in the management position in the last two years 1
2-3 changes in the management position in the last two years 3
New set-up or more than 3 changes in the management position in the last two

years 5

Specific risk assessment steps

The risk matrix contains the following spreadsheets; quantitative data sheet (annexure I1);
gualitative and quantitative score sheets (annexure 111 and 1V); qualitative and quantitative
weighted-average score sheets (annexure V and VI); and consolidated risk rating (annexure V11).

Quantitative data sheet

Thisworksheet is used to enter the data that forms the basis of the overall risk assessment. Datais
available as indicated in various sources within the UNOPS I ntranet, dashboard and UNOPS
headquarters.

Qualitative and quantitative score sheets

These worksheets contain formula based on the risk-rating criteria for al the qualitative and
quantitative factors.

Qualitative and quantitative weighted-average scor e sheets

These worksheets assign weights to the risk factors calculated in the score sheets, based on criteria
defined in the risk assessment document.

Consolidated risk rating

This worksheet combinesin one single spreadsheet the total score assigned to each auditabl e unit
based on the assessment of the quantitative and qualitative factors and their respective weights.
The worksheets assign ranking to units based on the final weighted-average risk scores.
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Attachment

List of audit univer se and auditable units
asat 17 October 2006

Audit universe Auditable units L ocation
Regional Officesand e Middle East (BO056) Dubai
Client Services e Asiaand the Pacific (BOO55) Bangkok

e Centra Asia, North Africa, Near East and

Europe (B0051) Geneva
e Latin America and the Caribbean (B0054) Lima
e North America New York
o Africa(B00S3) Nairobi

e Individua programmes and projects Programme countries

CE:XBCU“VG" Offi ce and e  Office of the Executive Director (BO002) Copenhagen
orporate Services . .
o Officeof Lega and Procurement Services Copenhagen
(B0008)
e Division of Finance and Administration
(B0004) New York
e Division of Human Resources Management Copenhagen
(B0006)
e Division of Information and Communication Copenhagen
Technology (B0010) Copenhagen

e Globa Service Centre (BO058)

Source:  Organizational directive No. 1.5
UNOPS financial dashboard, October 2006.
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