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I.
INTRODUCTION

1. In compliance with decision 2006/13, UNFPA is pleased to present its Management Response to the report on “UNFPA Internal Audit and Oversight Activities in 2006” (DP/FPA/2007/14).  This response is supplementary to DP/FPA/2007/14 and should therefore be read in conjunction with it.

2. From the outset the management of UNFPA would like to highlight, as indicated in paragraph 43 of DP/FPA/2007/14, that while there are certain challenges, UNFPA has taken a leap forward in the areas of accountability, assurance, risk management, internal controls, and fraud prevention over the last few years.  UNFPA is on a solid footing in terms of management and oversight and that there is strong commitment to continuously improve in this area in light of the challenges and issues UNFPA is faced with.

3. UNFPA management has fully embraced the risk management approach to oversight, while being conscious of the fact that, as in any change management initiative, it will take time for the whole organization to fully internalize and take advantage of this approach which will also need to be adjusted based on lessons learned.  For the future, the Strategic Plan (2008-2011) will provide the overall framework within which accountability measures will be operationalized and monitored.

II.
KEY AND RECURRENT AUDIT FINDINGS

4. In DP/FPA/2007/14, three areas of key audit findings are highlighted that require the continued attention of UNFPA based on the recurrent audit observations.  These are: Business Processes, National Execution
, and Information Technology Security.  Since the last interaction with the Executive Board on these matters at the Annual Session in June 2006, UNFPA has exerted significant effort and made great strides in all three areas.

1.
Key Audit Findings
1.1
Process Risks - Business Processes

5. In terms of the number of recommendations, those falling under the Process risk category are the most numerous.  In DP/FPA/2007/14 (paragraph 26) it is stated that the process risk category exposure did not change from 2004 to 2005, but also that this may be because the risk approach and Internal Control Framework (ICF) only took hold in 2006. 

Internal Controls
6. The ICF is the key element of the security and control environment as it assists all UNFPA offices in implementing effective internal controls.  Following the initial issuance of the ICF, UNFPA has worked to further enhance both the framework and the understanding and application of it.  In March 2007, UNFPA expanded its ICF. The revision expanded on the segregation of duties and on approval functions in Atlas.  The approval functions are now explicitly linked to the size and composition of country offices.  The framework links the control mechanisms to responsibilities of the Fund’s organizational units and to the applicable guidelines, policies, rules and regulations.  The framework also explains the responsibility and accountability of individual staff members and oversight bodies (such as the UNFPA Division for Oversight Services, the United Nations Board of Auditors, Executive Board and the independent Audit Advisory Committee).

7. The application of the ICF and follow up is an integral part of the Atlas/Financial training workshops.  These are provided on a regular basis.  During, the annual regional meetings and regular visits to country offices, pertinent internal control matters emanating from internal and external audit observations are also raised and actions to be taken discussed.

8. Country offices are held accountable by UNFPA Geographical Divisions for continuously reviewing and adjusting internal controls based on a review of overall or office-specific risks and guided by internal and external audit findings.  General weaknesses are systematically addressed.  In this context, a checklist of activities/controls has been issued to be regularly certified by country offices.  The checklist includes the review of outstanding obligations and purchase orders, a verification of recorded assets and an analysis of staff receivables.

9. Through the Internal Control Framework, the management of country ceilings and project budgets has been streghtened.  Ceilings are systematically monitored and reviewed by Headquarters.  The use of the built-in budget override facility is kept at a minimum by requiring managers to obtain explicit authorization prior to the use of the facility.  Similarly, budgetary provisions are being made for charges that occur late in the year, such as indirect costs.  Although Atlas allows over-budgeting of the country ceiling, aggregate expenditure cannot exceed ceilings.  Similarly, expenditure under co-financing and trust fund arrangements is limited to the amount of cash received by the organization.
10. In order to enhance the awareness and understanding of and compliance with the Internal Control Framework UNFPA is also planning to develop a certification programme for the Internal Control Framework. 

11. As mentioned in DP/FPA/2007/14 a Fund-wide fraud prevention and risk management programme is being implemented in 2007 with a view to heighten awareness of and familiarity with risk management and the prevention of fraud, especially of senior managers.  This includes regional workshops combined with training on the essence of responsible financial management in all four regions and Headquarters.

Policy Environment and Business Process Management

12. Since its launch in January 2005 the UNFPA Policies and Procedures Manual (PPM), which is a repository of all UNFPA’s policies and procedures and is available to all UNFPA staff through DocuShare on the UNFPA intranet, has been increasingly populated with new and revised policies and procedures, in many cases building on those of other Executive Committee agencies of the United nations Development Group (UNDG) or the United Nations Secretariat and best practices in relevant areas.  It has been a major effort to update existing policies and to develop formal policies in those areas where there previously were none to guide the organization.  The PPM is now so mature in terms of its breadth and depth that UNFPA has decided to review whether and how the Fund may be able to further strengthen the quality of the policies, the application and use of them, and to simplify and streamline them as well as further ensure United Nations system consistency.  This is a part of an institutionalized, systematic way of keeping policies and procedures up to date, relevant and user- friendly.

13. UNFPA actively participates in a UNDG working group on harmonization of Financial Regulations and Rules, where the United Nations Secretariat is also represented.  It is expected that the new harmonized rules will better reflect current business processes and will further tighten internal controls.  Once completed the harmonized Financial Regulations and Rules will be submitted to the respective governing bodies.  This is expected to take place in 2008.

14. The compliance with procurement guidelines was reinforced through a number of administrative instructions and a series of regional procurement workshops in 2006.  Additionally, a software has been developed to track orders and supplier performance.  The introduction of e-procurement with a direct link to an agreed supplies online ordering system, additionally ensures efficiency and better value for money and a more systematic application of procedures.  

15. A number of certification initiatives have been completed or launched to increase the professionalism of the staff and provide additional quality assurance to stakeholders:

· The UNFPA Procurement Services Section in Copenhagen has been granted ISO 9000 certification, which provides assurance of best practices
· Arrangements have been made whereby account staff are able to enroll themselves for completion of an internationally recognized professional accounting certificate.

· IT staff will obtain the Information Technology Infrastructure Library (ITIL®) certification.

Results-Based Management and Monitoring and Evaluation
16. DP/FPA/2007/14 (para 31) makes reference to important findings related to programme management.  In this area UNFPA is responding in a number of ways. Since 2004, the “I-Track” web interface supports all UNFPA staff in focusing on a more results-based approach to programme planning, monitoring and reporting.  It also allowed UNFPA to collect online annual reports from all country offices and headquarters units.  The introduction of Atlas, including piloting of the programme management module, provides for more systematic programme monitoring and better links with financial performance.  As UNFPA moves forward in this area we are taking into account important external assessments such as the two Dahlberg reports on the status of Result-based Management in UNFPA and the use of the multi-year funding framework (MYFF) as a strategic planning tool.

17. The new Balanced Scorecard provides a major opportunity for results-based performance management.  It includes a number of management outputs and indicators, such as number of internal audit recommendations that have been closed.  These management outputs correspond to those found in the 2008-2011 Strategic Plan and are included in its monitoring and reporting framework.

18. UNFPA, together with other organizations, has been working on the implementation of results-based budgeting (RBB) that would allow deployment of output driven biennial support budget (BSB) resources in support of programmes at all levels.

19. UNFPA has implemented a series of learning and training initiatives for management and programme staff in the field to improve their skills in results-based programming and this will be ongoing:

· Through its existing regionally based Country Technical Services Teams (CSTs), UNFPA has played an important role in results-based management (RBM) training of regional United Nations Country Teams (UNCT) contemplating new Common Country Assessments (CCAs) and United Nations Development Assistance Frameworks (UNDAFs). This inter-agency training roll out began in mid-2006.

· UNFPA is working as an integral part of United Nations system interactions on results-based management issues in the context of Chief Executive Board (CEB) and UNDG, for example by the UNFPA Executive Director being the Chairperson of the High Level Committee on Management.

· As a facilitator of South-South cooperation exchanges, UNFPA is planning to use its vantage point to factor in a strong RBM capacity development component in all programmes seeking to avail themselves of this modality for technical assistance in line with the new Strategic Plan (2008-2011).

20. Furthermore, in order to strengthen monitoring and evaluation UNFPA is also suggesting to strengthen its capacity in and support to country offices in the following ways through the revised, proposed organizational structure and the 2008-2009 BSB:

· The envisaged merger of programme and technical advisers in multi-disciplinary teams will allow for further integration of technical concerns into programme management practices, thus enhancing the capacity for monitoring, evaluation and knowledge sharing. 
· Qualified evaluation staff will be added both at Headquarters and in regional structures to support capacity development at the country level for the application of programme performance standards and evaluation frameworks. This pool of experts will expand the UNDG roster of monitoring and evaluation experts.

21. In terms of evaluations the plans for 2008-2011 will be shaped by the 2008-2011 Strategic Plan and Global and Regional Programmes and will ensure that major components and strategies entailed in these will be evaluated. 

1.2
Relationship Risks - National execution
22. UNFPA is committed to national ownership and capacity development, including through national execution.  UNFPA Financial Regulations and Rules (Regulation 8.6) stipulate that ‘in keeping with the principle of national capacity-building’, recipient Governments or national non-governmental organizations (NGOs) must be given first consideration in the selection as an executing agency or, under the harmonized operational modalities, implementing partner.  At the same time, in DP/FPA/2007/14 it is highlighted that from 2004 to 2005 there was an increase in the relationship risk category possibly due to a better identification of the risks with systematic measurements of financial and programme performance indicators.  UNFPA is also guided by decision 2006/13 of the Executive Board, which includes a section on national execution.

23. In light of this, in 2006, UNFPA established a Task Team led at the Deputy Executive Director level with a view to take the organization forward in accordance with the 2006 Executive Board guidance on national execution. Consequently, an action plan was developed and implemented.  The Task Team proved to be instrumental in driving a process forward to promote national execution while safeguarding financial management.

Promoting the use of national execution 
24. Close partnership between UNFPA and national implementing partners and an understanding of roles and responsibilities of all partners are essential in order to be able to promote the use of national execution.  While UNFPA works with other United Nations partners to promote the use of national execution and to build this capacity, UNFPA has also taken specific steps on its own in this area.  This includes identifying measures to promote national execution which have been incorporated into a guidance note with practical suggestions for country offices. Some of the suggestions include:

· Training of implementing partner counterparts on project management skills and results-based management.

· Provision for an implementing partner of a technical person/team for a limited period with an agreed time frame for capacity-building.

· Short-term attachment of one implementing partner counterpart to another implementing partner with proven capacity in the programme and financial management.

· Appropriate training and equipment for implementing partners for projects that have staff working at the regional/district/unit level who are responsible for recording and reporting of expenditures to assist in timely and accurate reporting of financial reports.

· Encourage the use of a national financial and narrative reporting system unless the systems are so weak that they compromise the quality and credibility of the reporting system, in which case focus should be on supporting the improvement of these systems.

25. The capacity development aspects of national execution will be further addressed through the work of the UNFPA Task Team on Capacity Development and through UNDG mechanisms, and as an integral and central part of the new Strategic Plan (2008-2011).  The UNFPA strategy on capacity development draws on the UNDG capacity development framework.  UNFPA is strengthening the capacity of national and regional partners in this area in order to meet the demand from UNCT.  The UNFPA capacity development strategy will incorporate concrete steps to improve the capacity of counterparts to assess capacity gaps, and to plan, implement and monitor their own programmes.
Managing risks related to national execution
Harmonized Approach to Cash Transfer (HACT)
26. The UNDG harmonized approach to cash transfer (HACT) directly links the assessed implementing partners’ risk to the selection of cash transfer modality, frequency of on-site visits, monitoring reports and audits.  Thus, the oversight activities are more efficiently directed towards areas where UNFPA is exposed to risks.  This risk-based approach, introduced in a phased manner, will provide greater assurance on the funds advanced to national implementing partners, an area that is also a concern of the United Nations Board of Auditors.  The HACT also requires the United Nations system and its implementing partners to draw a capacity-building plan to address areas in need of strengthening, based upon the results of the micro-assessment.  The HACT is being phased starting in January 2007.  A preliminary assessment of experience to date will be carried out by the end of 2007.  UNFPA has monitored the status of implementation of HACT and has also issued further guidance to staff. 

27. UNFPA is also piloting an external Access Application for Electronic Submission of the HACT Funding Authorization and Certificate of Expenditures (FACE) forms.  Following testing, this will be offered to implementing partners.  The application promotes the submission by implementing partners to UNFPA, consistent and complete financial data through an on-line interface to be introduced in 2007.  UNFPA has demonstrated the pilot system to other United Nations partner agencies.

28. An integrated programme and financial monitoring solution for implementing partners has also been identified as a way to promote the use of national execution and to manage the risks related to this.  Work has been initiated to share within UNFPA existing innovative solutions already available in certain countries.

Audits of Implementing Partners
29. A revised, standardized terms of reference for audits on national implementing partners has been developed and issued.  This will contribute to the improvement of the quality of audits of implementing partners.  A new database for national implementing partner audits has also been launched.  Once populated, this will equip UNFPA with a tool to analyze the outcome of the national implementing partner audits.

2.1.3
Technology Risks - Information Technology Security
30. In DP/FPA/2007/14 it is indicated that there has been an increase in the technology risk from 2004 to 2005, which the report attributes to more reliance on information technology applications, in particular Enterprise Resource Planning (ERP), which has increased the potential impact of loss.  Management looks forward to next year’s report on internal audit and oversight activities as a number of significant and important steps have been taken by management in this area.

Security and Control Environment in Atlas
31. The security and control environment in Atlas consists of a number of elements of which the audit trail is just one.  UNFPA, together with its Atlas partners, UNDP and UNOPS, have taken a number of steps to manage and reduce security and control risks in Atlas and as a consequence, since its introduction, the security and control environment in Atlas has been systematically upgraded in line with industry standards and currently includes: 

· Use of a system (ARGUS) to manage and process user accounts and access rights in Atlas based on the Internal Control Framework guidelines

· Use of workflow in Atlas to restrict unauthorized approval of payment vouchers based on predefined financial limits

· Restriction of access to Atlas pages for unauthorized transactions

· Use of exception reports in Atlas to track unusual transactions 

· Formalization and enforcement of the Internal Control Framework guidelines

· Decision to implement an Oversight Monitoring system to track potential payment anomalies and potential infringement of ICF guidelines.

32. Regarding audit trails, the issue is not per se the reliability of the audit trails that have been introduced because those are indeed reliable, but rather the scope of the use of the audit trails and the benefits and costs related to these.  Selected audit trails were implemented already in 2004.  Given the complexity of such deployment and the uncertainty of Atlas system performance associated with global roll out of Atlas, it was decided that selected audit trails were to be implemented from the start.

33. Based on internal risk assessment in consultation with business users and internal audit office at UNDP/UNFPA and UNOPS as well as independent advice of external PeopleSoft experts, audit trail for additional high risk areas have been implemented since July 2006.  These include the ability for: (a) tracking changes to key data in vendor tables such as vendor names, name address, who approves the vendor, etc.; (b) tracking changes to bank account table such as changes to bank numbers, bank address, etc.; and (c) tracking changes to investment and foreign exchange documents. 

34. The next set of audit trails to be implemented will take into consideration the additional loading on system performance, the planned review of User Issue Study, the potential impact on Atlas upgrade and in consideration of Part II of the Atlas review by Cedar Consulting.  As before, a risk-based approach to audit trail implementation and clear consideration of compensating controls will be needed to ensure optimal value for investment.  For UNFPA a priority area will be the implementation of a tracking system for back-end changes made to Atlas.

35. It is acknowledged that while the potential impact of loss has increased, no such loss to UNFPA has been documented in 2006.  None of the allegations of fraud detected and investigated by UNFPA in 2006 involved direct impropriety in Atlas, i.e., use of Atlas as a tool or exploitation of an Atlas- related weakness to commit the fraud.  With the new Oversight Monitoring system UNFPA will be able to better detect potential fraud that could take place through Atlas.

Atlas Upgrade and International Public Sector Accounting Standards 

36. DP/FPA/2007/14 indicates issues related to the cost-benefit of introducing new features in the current system before the upgrade to PeopleSoft version 9.0.  The four main drivers of change to business processes related to Atlas are:

· Business process changes driven by the Financials 9.0 version

· Business process changes driven by the International Public Sector Accounting   
Standards (IPSAS) 

· User issues and audit driven requirements

· Other users’ requirements.

37. IPSAS is a new set of accounting standards that the General Assembly has approved the adoption of by 2010 through resolution (A/RES/60/283).  In light of this there is a strong governance structure in place to manage this, which is the IPSAS Programme Board involving all Atlas Partner agencies.  As for all Atlas-related development, the IPSAS Programme will also be under the oversight of the Trilateral Advisory Panel (TAP).  Finally, all changes to customizations and configuration will also follow Change Control procedures with the involvement as needed of the Change Control Board.  Key strategic and long-term issues are also reviewed at the Deputy Executive Director/Assistant-Secretary General level on a regular basis.

38. The IPSAS Programme is currently in the initiation stage.  The key focus of this stage is clarifying all assumptions underlying the scoping and planning of the IPSAS Programme including the definition of phases of implementation with the key criteria being:

· IPSAS priorities

· Other business priorities such as solving critical user issues or meeting critical audit requirements

· Minimizing the cost of carrying customizations over several phases.

2.
Recurrent Key Audit Findings

39. As requested by the Executive Board through previous decisions a table is provided (see Annex I) with key and recurrent findings from audit reports issues in 2006.  When looking at the content of the table it is important to note that given that over time those offices at highest risk are audited it is not unexpected that the same issues may reappear from one year to the next, in particular since the audits are of different country offices.  It should also be emphasized that not all the issues in the table were identified in each audit.  Therefore the table should be interpreted as delineating those issues that were most likely to appear in audit reports issued in 2006.  Since the audit reports are issued throughout the year for the same issues it is not possible to provide a specific date; instead a performance benchmark is provided that then applies in each and every case.

40. UNFPA would like to point out that there are a couple of cross-cutting underlying causes leading to the recurrence of audit findings:

· Vacant positions in part due to difficulties associated with attracting qualified candidates 

· An increase in the number of policies and procedures that have more recently been formulated and or updated through the PPM (see paragraph 12) has challenged the ability of staff to familiarize themselves with the policies and procedures 

· Turn-over of staff and recruitment of new staff in country offices has sometimes resulted in lack of familiarity with UNFPA policies and procedures

· Comparatively small number of staff in UNFPA country offices that nevertheless have to fulfill a broad gamut of functions which UNFPA plans to address through the proposed revised organizational structure (to be considered by the Executive Board)
III.
OVERVIEW OF FOLLOW-UP ON IMPLEMENTATION OF INTERNAL AUDIT FINDINGS

Institutionalized Follow-up Process

41. UNFPA is pursuing a strategy of consistently following up on internal (and external) audit findings which is led by senior management and replicated at Division and country office level.  The 2006 Regional Planning Meetings focused on specific management issues which led into key accountability tools such as the organizational unit tool, namely the Office Management Plans.  These will now be reinforced with the Balanced Scorecard and individual accountability tools, Performance Appraisal and Development (PAD). In addition to focusing on the key issues identified in the internal and external audit reports, specific focus was put on follow-up on the implementation of internal audit recommendations.  From January 2007 onwards, UNFPA’s Management Committee has instituted a regular review of the status of the implementation of internal audit recommendations on a quarterly basis, which has led to a significant improvement in the updating of the information in the comprehensive audit and recommendations database system (CARDS) that includes information on all internal audit recommendations.

Latest Status
42. At the latest review in mid-April 2007, of the 81 internal audit reports issued from 2004-2006, 72 per cent of the recommendations had been closed, while 15 per cent were in progress.  For 13 per cent the status was unknown primarily because those recommendations issued towards the end of 2006 had not yet been entered in the CARDS database.  Overall the level of closure of audit recommendations has significantly improved over the last year.

43. For those reports issued in 2004 and 2005 (recommendations older than 18 months) the status was unknown for less than 2 per cent of the total recommendations, while 14 per cent were in progress.  Please refer to Annex II for details by year.  UNFPA management does not find that this situation is acceptable.  Given the time elapsed since the recommendations were originally issued, regardless of the original risk level attached to the recommendation, management considers bringing all of these open recommendations to a closure to be a high priority.  Consequently, significant efforts have been exerted by Country Offices and Geographical Divisions to further resolve those recommendations that were either in progress or where the status was unknown.  For example, of the internal audit reports that were issued in 2004 or 2005 in the Latin America and Caribbean Region, the number of recommendations not closed decreased by 50 per cent from mid-April to mid-May.  Similar efforts and progress has also been achieved in other regions.

44. An analysis of those recommendations older than 18 months that have not yet been closed does not demonstrate a particular pattern but rather, reflects the same issues as identified in the section above on Recurrent Key Audit Findings and Annex I.  The reasons for the lack of closure is primarily due to a less than systematic follow-up process in the past where country offices that did not take the initiative to close the recommendations were not adequately followed up on a regular basis.  This gap in follow-up has however been rectified and the efforts over the past year have resulted in significant improvements in the closure rates facilitated by the quarterly monitoring of progress that is now in place.  UNFPA expects that by the end of the third quarter of 2007, almost all recommendations issued in 2004 and 2005 will have been closed and that concurrently, recommendations issued in 2006 and 2007 are being closed on a regular basis, so a back-log will not reappear.  It should be pointed out that especially due to a large increase in the number of internal audit reports issued over the last three years, the number of recommendations have also increased significantly, which, combined with a cumbersome, manual monitoring system, has posed a particular challenge in terms of monitoring and follow-up.  This will be addressed through the new CARDS database.

Further Ongoing and Planned Improvements

45. In addition to improving the follow-up on the recommendations themselves, the increased, systematic focus on the follow-up on internal audit report findings has also highlighted some procedural and technical shortcomings in the CARDS database that have hampered the follow-up. 

46. In order to address these technical weaknesses, under the leadership of UNFPA Division for Oversight Services, a revised CARDS database has been developed which will address the weaknesses of the existing database.  Once this revision is completed within the next few months this will not only facilitate the updating of the database itself but also the regular monitoring of progress made. In this way staff time will be used more productively towards addressing the recommendations rather than towards the production of updated reports.

47. Management and Oversight are also working together to put in place measures that will reduce the oversight findings. Building on the risk model developed by the Division for Oversight Services, an annual risk profile will be provided to each country office (called WAVES).  Based on this, the UNFPA Division for Oversight Services and UNFPA Management will work together to develop simple, generic, practical guidance to country offices on what actions they can take to reduce their risks.  Furthermore, management will put special focus on providing support and backstopping to those country offices that, according to the risk model, are at highest risk.  This will be in terms of more frequent and targeted support and country visits, capacity-building, etc.

48. With the new Strategic Plan (2008-2011) UNFPA is taking another step forward towards becoming an even more accountable and results-based organization and this also applies to the area of risk management and the implementation of internal audit recommendations.

49. Finally, UNFPA management would like to welcome and recognize the first annual report of the independent Audit Advisory Committee (AAC) and the work undertaken by the AAC to date, including their review of the draft 2006 Annual Financial Statements of UNFPA.

Annex I
Key and Recurrent Findings from Internal Audit Reports Issued in 2006

	Issues identified in internal audit reports
	Strategy for addressing issue

	Time frame
	Indicator of progress/

completion

	EXTERNAL RISK

	1. Organizational unit not compliant with Minimum Operational Security Standards (MOSS)

	Make the organizational unit in question MOSS compliant 

UNFPA security staff undertakes field visits to assist offices becoming MOSS compliant (HQ)
	Within six months of issuance of audit recommendations

On a continuous basis
	Unit is MOSS compliant.

Action completed. Missions undertaken as documented in travel reports.

	2. Inadequate assessment of counterparts and absence of registration of NGOs
	Implementing the UNDG Harmonized Approach to Cash Transfer, which includes micro-assessments of partners
	Phased implementation beginning January 2007
	Number of countries where micro and macro assessments have taken place.



	PEOPLE RISK

	3. Vacancies in Representatives’ or Deputy Representatives’ posts
	Establish a roster for Representative and Deputy Representatives (HQ)

Develop and implement Rotation Policy (HQ)

Upgrade certain posts to higher levels to make them more attractive (HQ)
	Roster has been in place since 2004
Issued in May 2006 – the 2007 rotation exercise was launched in June 2006

January 2008 in conjunction with BSB proposal
	Action completed. Roster is in place.

Action completed. Rotation Policy is included in the Policies and Procedures Manual.

In progress. Indicator of completion: BSB approved in January 2008.

	4. Recruitments for short term assignment (services contracts and special services agreement) not following established procedure or wrong recruitment modality used 
	Issued a staffing policy that clearly explains when and how to use what recruitment modality (HQ)

Promote the understanding and use of the staffing policy (HQ)
	Staffing policy issued in January 2007
Continuously done through meetings, internal communication and learning events, including a human resource session in conjunction with the workshops on fraud
	Action completed. Staffing policy is included in Policies and Procedures Manual.

Action completed. Articles appear in internal newsletters and meeting agendas and minutes.

	5. Personnel benefits for national staff in country offices are not regularly checked (declaration of dependents, etc.)
	Alert service provider to any particular issue raised with regards to the fulfillment of the Service Level Agreement in order to rectify issue (UNFPA does not administer personnel services for national staff)
	Issue raised with service provider within one month of issuance of audit recommendation and issue rectified within three months of issue being raised
	Issue communicated in writing and issue rectified.



	6. Higher number of approved BSB posts than existing BSB posts in the country office
	Ensure that the approved number of 2006/07 BSB posts for their unit is communicated to country offices (HQ)
	End of 2nd quarter of 2007
	In progress. Indicator of completion: Communication sent.

	RELATIONSHIP RISK

	7. Large amount of outstanding funds advances (OFA)
	Regular reviews of OFA status by COs, GDs, and in HQ Management Committee initiated

Launch a country office periodic accountability checklist that includes quarterly OFA review and aging analysis (HQ)
	Reviews undertaken from the middle of 2006

Checklist launched in October 2006
	Action completed. Reviews are continuously undertaken.

Action completed. Accountability checklist in place. 2006 OFA balance has been reduced by 25%.

	8. Inaccurate financial reporting and a need to strengthen financial processes and controls of implementing partners
	Initiate capacity development initiatives based on the HACT micro assessments


	Phased implementation beginning January 2007


	In progress. Indicator of completion: Capacity development initiatives are being prepared.

In progress. Indicator of completion: UNDG review of status of HACT progress taken place by end 2007.

	9. Project documents and letters of understanding not signed or structure of annual work plans (AWPs) not allowing proper monitoring
	Sign project documents and letters of understanding

Improve capacity for and understanding of how to develop AWPs
	Within three months of recommendation being issued

Before preparation of next AWP
	Signed documents on file.

Staff trained and/or support missions undertaken.



	10. Delayed and/or inaccurate billing for services by partners 
	Launch a country office periodic accountability checklist that checks in Atlas if bills from service providers are up to date (HQ)

Remind partners to send bills

Review received bills for accuracy and point out inaccuracies to partners 
	Checklist launched in October 2006

Reminders sent two weeks after agreed billing date

Bills reviewed and feedback provided within two weeks of receipt of bill
	Bills reviewed on file.

Reminders on file.

Communication with partners on file.

	11. Unreliable NEX audit reports
	Issue new NEX audit guidelines and linking them with the format of input in the web-based NEX audit database application (HQ)

Launch new NEX audit database (HQ)
	Units have received new NEX audit guidelines that have been implemented in March 2007. It is expected that all countries will report according to the new format.

New NEX audit database launched in 2007
	Action completed. Number of NEX audit reports issued in 2007 complying with the new format (at least 80%).

Action completed. NEX audit database is functional and used.

	PROCESS RISK

	12. Cost of private use of vehicles and personal telecommunication costs not recovered
	Establish a system for recovery of  private use of vehicle and personal telecommunication cost 
	Within one month of recommendation being issued
	Personal private use of vehicle and telecommunication costs are documented and recovered.

	13. Annual inventory list of equipment and assets incomplete, not cleared, not done periodically, and/or not submitted promptly and assets not disposed of promptly
	Issue clearer guidance on Asset Management (HQ)

Asset Focal Points appointed as per Asset Management Policy

Follow-up message sent to country office when an inventory certification letter has not been received at Headquarters (HQ)

Disposal of assets promptly done through local CRC
	New Asset Management Policy was issued in November 2006

Within one month of recommendation being issued

Follow-up reminders sent as needed
Within three months of recommendation being issued
	Action completed. Asset Management Policy is included in the Policies and Procedures Manual.

Written record on file.

Action completed. 100% of COs have submitted the inventory certification letter for 2006.

Documented in minutes of local CRC meeting.

	14. Disbursements approved and paid without adequate supporting documents
	Revisit payment processing controls and procedures to make them in line with the Internal Control Framework
	Within one month of recommendation being issued
	Fully supported vouchers.

	15. Noncompliance with procurement procedures, particularly the required submission to CRCs

	Undertake workshops to build procurement capacity and raise awareness about procurement procedures, including the CRC, at country office level (HQ)

Development of an online CRC submission system (HQ)
	Four workshops were completed in 2006 as planned, one for each geographical division.  As well as procurement matters, finance and asset management issues were addressed.

Online CRC submission system is being tested and will become operational in 2007
	Action completed. Workshops took place in 2006.

In progress. Indicator of completion: Online CRC submission system being used.

	TECHNOLOGY AND SYSTEMS RISK

	16. Inadequate disaster plan and data recovery
	Offer country offices a corporate solution online data storage facility for back-up of data (HQ)
	Online storage facility launched in 2006.
	Action completed. Online data storage facility became operational in 2006.

	17. Ineffective audit trail in Atlas
	UNDP and UNFPA to commission a review of multiple areas related to the Atlas applications environment (HQ) 
	The review is being commissioned and will take place during 2nd half of 2007.
	In progress. Indicator of completion: Review completed and report issued.

	18. Inadequate computer security and maintenance
	Establish computer security and maintenance plans as per MIS guidelines
	Within three months of recommendation being issued
	Computer security and maintenance plans in place.
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Status of Implementation as per April 16, 2007


[image: image1]
Note:
“Status Unknown” means that no entry has been made by the unit audited in the recommendation tracking database. It does not necessarily mean that no action has been taken by the unit. Similarly “In progress” is based on the latest information entered in the database. Since the last entry the recommendation may in fact have been closed.
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� All UNFPA’s support to countries is nationally executed, regardless of the implementation arrangements.  However for the purpose of this paper, and in order to ensure consistency with DP/FPA/2007/14, the term national execution covers those arrangements where either governments or non-governmental organizations are implementing partners.  This interpretation is consistent with UNFPA Financial Regulation 2.1.


� All issues pertain to country offices.


� Refers to actions required by the COs to which the issue pertains, unless indicated directly as Headquarters (HQ).
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