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. 1 NTRODUCTI ON
1. The Administrator is pleased to provide the Executive Board with the first

annual report on internal audit and oversight services provided by the D vision
for Audit and Managenent Review (DAMR) for the year ended 31 Decenber 1996. The
report is submtted pursuant to the arrangenents agreed upon at the second
regul ar session 1996.

2. In addition to UNDP, DAMR al so provides internal audit and oversi ght
services to the United Nations Ofice for Project Services (UNOPS) and to the
United Nations Popul ation Fund (UNFPA). Sections of the report apply equally to
all three organizations i.e., those concerning internal audit, oversight and
accountability; organization and resources; and quality service initiatives.
However, detailed discussion of the audit and oversight activities carried out
on behal f of UNFPA are included in a separate report, which is being subnmtted
by the Executive Director, UNFPA.

[1. INTERNAL AUDI T, OVERSI GAT AND ACCOUNTABI LI TY

3. Oversight functions as a whole, and internal audit in particular, have
under gone significant changes in recent years. It has generally been accepted
that designing a fewinternal controls in an organi zation to ensure
non-recurrence of past problens can no |onger ensure its accountability and
strategi ¢ devel opnent, especially in a changing environnent. A proactive and
preventive approach, one that identifies risks, anticipates problens, and
pronotes a working environnment in which internal control systens encourage
creativity and responsi bl e risk-taking, needs to be ingrained. Such an
approach, in tandemw th conventional audit responsibilities and with due
respect to audit independence, contributes to a vigorous accountability culture.

4. The Administrator is fully commtted to establishing such a culture of
accountability in the organization to ensure that UNDP business is carried out
econom cally, efficiently and effectively. The Adm nistrator w shes furthernore
t hrough such a culture to ensure that managers apply and conscientiously foll ow
best managenent standards and that staff at all levels are held accountable for
their performance and resource utilization

5. In order to nurture and achi eve a new | evel of accountability, UNDP, as

di scussed i n docunent DP/ 1996/ 35, proposed a new accountability franework,
supported by the Executive Board in its decision 96/36. As the Board nmay
recall, the new accountability framework involves the follow ng four el enents:
UNDP mandate, its mission and its goals; shared val ues; capabilities; and
nonitoring and | earning. The process being used to inplenment the foregoing

t hroughout UNDP is a technique known as control self-assessnent. DAMR has been
assigned responsibility for coordinating the inplenmentation and oversi ght of the
accountability franmework

6. In addition, the Admi nistrator has established a Managenent Revi ew and
Oversight Committee (MROC) for UNDP. Chaired by the Associ ate Adm nistrator
its nenbership includes the Under-Secretary-CGeneral of the Ofice for Interna

l...
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Oversight Services (O OS) and senior UNDP managers. The Committee provides

advi ce and oversight on internal audit, investigations, evaluation and ot her
matters relating to accountability. DAMR acts as secretariat for the Committee.
Board nmenbers may wish to note that the Under-Secretary-Ceneral, O CS, has
suggested this type of commttee as a nodel for the other, |arge independent
funds and programes of the United Nations.

7. The Administrator is pleased to advise the Executive Board that the audit
and oversight activities of DAMR during the year have contributed to a
hei ght ened awar eness of internal control franeworks and inproved practices.

[11. ORGAN ZATI ON AND RESOURCES

8. DAMR conprises the office of the Director and five sections: Interna

Audit Services (IAS); Managenent Review and Anal ysis Services (MRAS); National
Execution Services; UNOPS Audit Services; and UNFPA Audit Services. At

31 Decenber, DAMR had 41 authorized posts. The authorized posts for the
Internal Audit Services Section include four National O ficer positions, |ocated
at the two regional service centres.

9. In addition to internal staff resources, DAMR contracted with two
i nternational public accounting firms to conduct audits of country office
operations in the Africa and the Asia Pacific regions.

10. The Director, DAMR is concerned that the authorized | evel of resources are
not sufficient to nmeet his current audit and oversight responsibilities within
accept abl e professional standards of an average cycle of once every five to
seven years. The Admi nistrator shares this concern and plans to address the

i ssue in the budget submission for the next biennium

V. QUALITY SERVI CE | NI TI ATl VES

11. In order to enhance the quality of its services and practices, DAMR
enbarked on a programre of quality service initiatives (@l) during the year
Through the QSI exercise, which stresses client and stakehol der satisfaction and
enpl oyee invol vement and i nnovation, DAMR seeks to becone: (a) for clients, an
instrument of learning as well as control and oversight; and (b) for

st akehol ders, an instrument for inproved performance and accountability.

12. El even working groups were established, representing a cross-section of all
DAMR staff, to focus on a wide range of issues, including: client service
standards; reporting practices; audit nethodol ogi es; planning and managenent
processes for audit assignnments; core conpetency requirenents; training and
devel opnent needs; benchmarki ng; work met hods and practices; technol ogy; and
records retention.

13. Sone of these initiatives have already led to inproved practices and
results and some will be reflected in the budget subm ssion for the next

bi ennium OQhers will be ongoing, as part of a process of continuous self-
i mprovenent.
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V. I NTERNAL AUDI T AND OVERSI GHT SERVI CES
A, Ceneral
14. The information in the table bel ow summari zes the output of DAMR for the

year. Overall, DAMR issued 209 reports during the year and reduced its work in
process by 26 per cent.

Audit and oversight services provided in 1996

I n process Projects Reports I n process

01/ 01/ 1996 initiated i ssued 31/ 12/ 1996
UNDP I nternal Audit Services 57 70 91 36
Nat i onal Execution Audit Services 4 12 11 5
UNOPS Audit Services 3 33 31 5
UNFPA Audit Services 48 55 70 33
Speci al Audits/Investigations _ 2 _9 _ 6 5
114 179 209 84

15. To neet the chall enges posed by the new requirenments, DAMR gave speci al
attention to staff development. In accordance with the DAMR 1996 Staff

Devel opnent Plan and in cooperation with the Ofice of Human Resources (OHR)

19 staff menmbers attended 16 courses and/or workshops organi zed by the American
Management Association, the Institute of Internal Audit and OHR O the courses
and wor kshops, 10 were audit-related, 3 were adm nistrative courses, and 3 were
on inproving interpersonal and witing skills. Through the QSI exercise,

nuner ous professional neetings were held within DAMR to review a variety of

subj ect s.

16. Part of the function of the Managenent Revi ew and Anal ysis Section has been
to coordinate the production of UNDP manuals. 1In accordance with
reconmendati ons nade by the United Nations Board of Auditors, DAMR conpleted
negotiations to transfer this responsibility to the secretariat of the Programme
Managenent Oversight Commttee early in 1997.

B. Internal audits

17. During 1996, DAMR provided internal audit services to 70 country offices
and issued 91 internal audit reports, which contained 2,011 recomendati ons.
This is conpared to the issuance of 48 audit reports which contained 1,402
recomendations in 1995. O these reconmendations, 1,663 (83 per cent) were
accepted by auditees and have been or are being inplemented. DAMR is follow ng
up on the remaining 348 (17 per cent) recommendati ons. The distribution of
recomendati ons by function are as follows:
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Organi zations and financial operations 390
Programme matters 299
General administration 611
Personnel adm nistration 462
O fice automation 249
Tot al 2 011

18. Internal audits identified the follow ng issues, which have organi zati on-

wi de inplications.

1. Oganization and financial operations

19. Relationship between resident coordinators and UNNC Directors. There is an
i ssue arising fromthe unclear relationship between resident representatives and
UNIC Directors. Although the recent strengthening of the resident coordinator
system shoul d have resol ved the issue, it still remains in some countries. 1In
this connection, the Secretary-General announced in his letter of 17 March 1997
to the President of the CGeneral Assenmbly that the process of integrating those
United Nations information centres serving devel oping countries into the

Resi dent Coordinator's Ofice will be conpl eted.

20. Functions relating to resident coordination, resource nobilization
advocacy, and programre nonitoring and evaluation. The division of a country
office into the Programme Section and the Admi nistration/Fi nance Section remains
valid. However, adjustnments nmay be required in order to cover energing
functions and functions that need to be strengthened according to the changed
priorities and environment in UNDP. Many country offices have realized the

i nportance of this but are facing difficulties in doing so adequately because of
t he downsi zing of their staff. While DAMR does not recomend assi gnhi ng
additional staff, it considers that headquarters gui dance and inputs may help
resident representatives, within their delegated authority, to achieve an

opti mum country office organi zati onal structure. Revisions to progranmm ng

gui del i nes are under way and shoul d address this issue.

21. Programme support units (PSUs). These were established in response to the
need for nonitoring and managi ng progranme resources assigned to projects
execut ed by agencies. The grow ng national execution progranme and the
consequent increased involvenent of the finance sections of the country offices
has nmeant that some of the functions currently undertaken by PSUs are |ess
efficient and/or duplicated by the finance sections. Necessary structura
changes coupled with the application of the Financial Information Managenent
(FIM system should mnimnze duplications.

22. Certifying and approving functions. It was evident that not all staff
menbers exercising the functions had a cl ear understanding of their
responsibilities, particularly the certifying function. Hence, transactions
were certified by staff nenbers who had no authority over or only little
know edge of those activities (either because of lack of staff or |ack of
clarity). The Division of Finance (DOF) and DAMR are in the process of
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reviewing the functions with a viewto clarifying the respective
responsibilities of certifying and approving officers and streamining the
process, w thout jeopardizing accountability.

23. Financial internal controls. The Finance Manual requires that paynments
nmade by country offices for non-UNDP funded activities and which exceed $10, 000
a nmonth be based on authorization from headquarters. However, country offices
have still not been able to keep track of and control, through the Automated
Field Ofice Accounting System (AFQAS), anounts authorized and paynents mnade.
As a result, the paynments and authorizations were manual |y recorded, which did
not nmeet the purpose of the internal control since it depended |argely on the
know edge and accountability of the staff nenbers involved. DOF will address
this issue with input fromthe Division for Adnm nistrative and I nformation
Services (QAlS).

24. Safequarding repl eni shnent and transfer of |large anounts of cash at country

offices. A few country offices kept |arge amounts of cash on hand because of

t he absence of a l|ocal banking system Rules and neasures to safeguard their
repl eni shment and transfer should be established and strengthened. DOF and DAMR
are following up on this matter

25. Financial contingencies in operating cooperatives/conm ssaries. There is a
need for headquarters to keep track of the cooperatives and conm ssaries
operating in the field and to ensure that they are properly established and do
not result in financial contingencies and conmtnents for UNDP. Managenent
agrees and will follow up.

2. Programme natters

26. Programme resources managenent. There are two systens used in country
offices: the Field Ofice Programme and Projects Manual (mainly for programe
resources managenent) and AFQAS (whi ch was designed to account for country

of fice financial transactions, including expenditures under national execution
programmes). They are not currently linked to each other. As a result,
duplicate work between PSU and t he Finance Section occurred, as noted in
paragraph 21. In addition, it was noted that there was a need to inprove the
nmoni tori ng of programe/project expenditures. FIMshould serve the purpose.

27. Managenent of cost-sharing contributions. The current corporate policy in
this regard, as specified both in the Finance Manual and the Progranme and
Project Manual (PPM is that cost-sharing contributions should be paid in
advance of the inplenentation of planned activities. However, sone country

of fices had incurred expenditures before the cost-sharing funds were actually
recei ved; the anounts involved were significant. Two issues were identified:

| ack of conpliance with the policy due to various reasons; and | ack of interna
controls in the existing nmanagenent information systens (such as the issue

di scussed in para. 23). It is expected that the latter issue could be resol ved
with the application of FIM As regards the first issue the Bureau for Finance
and Administration (BFA) has initiated a policy review, particularly regarding
the calculated risk UNDP has to or can bear vis-a-vis its inpact, which may
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pronmote the overall progranme delivery. CQutcone of the revieww |l be used as
the basis for a new policy, as appropriate.

28. Programme lLogistical Support Projects (PSLPs). It is noted that PSLPs
covered activities beyond those specified in the PPM Managenent agrees that
core activities should certainly not be covered by PSLPs and that necessary
revisions to the PPM chapter concerned will be considered.

3. General administration

29. Ceneral Administration Manual (GAM. Wth continuing enphasis on
decentralization, DAVR considers that nore flexibility should be given to
country offices in formulating specific procedures according to | oca
situations, based on the policies decided upon by headquarters or the Executive
Board. In this connection, the Manual of Operations Managenent (MOM) is being
formul at ed.

30. Control of official vehicles. Policies, rules and procedures in GAMin
this regard were not strictly adhered to or were inplenmented in various ways by
country offices. The reasons for the non-conpliance include: tine spent and
costs involved in conplying with the rules; and procedures not consi dered
conpatible with the val ue added by these control neasures. Wth the increased
enphasi s on decentralization and del egation of authority to country offices,
there is a need to review the existing policies, rules and procedures and to
determ ne whether it is best to establish one standard set of corporate rules
and procedures or whether flexibility should be given to country offices to
establish rules and procedures suitable to peculiar circunstances in the country
and submt themfor approval by headquarters. This is being addressed in MOM

31. lnventory control and managenent. Headquarters and the country offices
maintain a large inventory of assets with a significant value. The current
corporate policy and procedure require headquarters units and country offices to
take inventory and submit it to DAIS annually. However, it was noted that many
items were not included in the inventory even though software - FO NVENT - was
devel oped to facilitate the work. Managenent agrees with DAMR that it is

i mportant to review existing policies and procedures to ensure acceptable

physi cal inventory-taking and managenent and will work with DAMR to ensure
conpl i ance.

32. Medical insurance plan (MP). DAWR repeatedly identified in country

of fices cases where reasonable and customary limtations for charges, sone of

whi ch invol ved consi derabl e anobunts, were not always well defined nor was the
supporting documentation subnmitted according to requirements as specified in the
Personnel Manual. OHR nmay wish to further review the situation and inprove the
internal controls.

4. Personnel administration

33. Special service agreenment (SSA). Notw thstanding OHR circul ars, the use of
SSAs in country offices was still not inline with the established rules and
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procedures. The reform of enploynment contracts shortly to be announced wl|l
resolve this situation.

34. lnvestigation. DAMR noted that the managenent of some country offices was
not clear on how investigations should be conducted in cases where staff menbers
were engaged in unsatisfactory conduct. Therefore, it is inportant to have

cl ear guidelines on who should be involved in investigations and how and when
OHR has recently issued a revision of the circular concerning accountability,

di sci plinary measures and procedures, which will serve this purpose and will

al so ensure that the rights of all concerned are respected.

5. Ofice automation

35. Approval process of country office automation plan. Sone country office
aut omati on budgets were not decided on until their automation plans were
officially approved by DAIS. Since it took a long tinme to approve the

aut omati on pl ans, because of various reasons, country offices found that they
did not have allocated funds to pay for even routine expenses. DAIS and the

Di vi sion of Finance (DOF) have reviewed the situation and a circular is about to
be issued to advise country offices that the Budget Section will, as a matter of
routine, issue an automation allotnent to country offices. The allotment wll
cover basic mai ntenance and replacenent. Any substantial upgradi ng and/or

i nprovenent of office automation will be dealt with separately. 1In the latter
case, country offices will have to nake their requests for additional budgets to
t he Budget Section through DAIS.

36. Disaster and recovery planning. Sonme country offices did not have disaster
and recovery plans, although relevant policies have been established (in the

of fice automati on guidelines). However, there appeared to be underlying
obstacles to inplenmenting the policies. Headquarters units concerned will
revi ew the obstacl es and provi de necessary assistance to country offices in
preparing di saster and recovery pl ans.

C. Managenent advice

37. Wth the change process under way in UNDP and followi ng a proactive and
preventi ve approach, DAMR increased its advisory services substantially to
assist the review of systens under devel opnment and with due regard for energing
policies. Sone of these advisory services were solicited by the units
responsi ble for the action, others were initiated by DAVR based on
recomendati ons made in prior internal audits.

38. Although they had an inpact on the overall allocation of resources in DAMR
t he advi sory services contributed to the new systens and emnergi ng policies which
would in turn have ensured a conprehensive and sound internal control franmework
fromthe outset. Hence, DAMR considers that provision of such services is a
very worthwhile exercise that helps to avoid internal control problens and
contributes to risk mtigation. This will continue to be a DAMR priority in
1997.
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39. The followi ng are sone of the DAMR advi sory services that contributed to
assessnments of the internal control framework: participation in the Integrated
Programme Managenment and in the Programme Management Oversight Committee;

gui dance on best practices to apply in situations where the use of |arge anpunts
of cash is required (i.e., in the absence of banking infrastructure); advice to
seni or managenent on the process required to bring to conclusion the operations
of a cooperative that was established in a country office to facilitate staff
access to basic necessities; critical analysis on the draft procedures for

recrui tnment and nonitoring of individuals enployed under special service
agreenents; retention of office space by a country office where speci al

circunst ances warranted detail ed anal ysis by DAMR before final arrangenents were
nmade about the space; review of audit requirements for undertakings financed by
specific donors and carried out by UNDP;, risk assessnment in the context of
private sector interaction with UNDP; potential issues for UNDP to take into
account in anticipation of significant collaboration with civil society

organi zations; and disciplinary process in anticipation of a revised information
circular on the subject.

40. Simlar to the services noted above, DAMR al so perforned inportant
functions whose objective was the inprovenent of accountability awareness and
practice in UNDP. The scope of these advisory services was wi de and incl uded
advice on internal control frameworks provided to resident representatives and
to groups of managers (such as deputy resident representatives and operations
nanagers) .

41. DAMR also participated in task forces that contributed to increased
accountability and performance. DAM continues to participate in a key task
force led by BFA on the review of basic internal control applications throughout
UNDP, with enphasis on the certifying officer and approving officer functions.

42. DAMR participated in the devel opnent of information systens, notably that
of the Financial |nformation Managenent System and the El ectronic Docunent
Managenent System DAMR worked with the project teamto review internal
controls, security and audit trails and comunicated the results of the analysis
of internal controls directly to the project team nmenbers for incorporation into
t he project design.

43. DAMR al so assigned auditors to review other systens in devel opnent that
requi red an analysis of internal controls and security. Sonme of these
assignnents included the Data Transfer Facility between UNDP and UNFPA, sal ary
advances to be undertaken by OHR and the assessnent of sending financia

aut hori zations through el ectronic nail

D. National execution

44. UNDP Financial Regulation 17.2 requires Governments to submt audited
financial reports for nationally executed projects and programes. The function
of the National Execution Section of DAMR is to administer and nonitor the audit
process.
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45. DAMR has been col |l aborating closely with the Board of Auditors on the
est abl i shnent of neasures that would allow renoval of the qualification of the
nati onal execution audited expenditure.

46. Since 1990, and in consultation with country offices, DAMR has been
produci ng national execution audit plans in line with revised Financi al

Regul ation 17.2, which requires that each project be audited at |east once in
its lifetime. (Htherto the regulation called for the audit of each project
annually.) For the 1996 audit (carried out in 1997) and in consultation with
the United Nations Board of Auditors, an effort will be nmade to identify |large
projects with a certain expenditure level, bearing in mnd the once-in-a-
lifetime concept, which would provide for receipt of at |east 65 per cent of
audi ted expenditure coverage by 15 June 1997.

47. In consultation with the United Nations Board of Auditors DAMR has been
increasing its review of the quality of audit reports. For 1989-1992, nost of
the audit reports provided only certification of the national execution projects
financial statements by the auditors, notw thstanding the UNDP requirenment for
nore conprehensi ve comments, observations and opi nions on the various scopes for
each project audited. The situation has been greatly inproved and nore than

60 per cent of the subm ssions now received are full audit reports with
coments, observations and opinions; neverthel ess, DAMR is expanding its efforts
in this area.

48. During 1996, a total of 42 Letters of Evaluation were prepared as a result
of DAMR review of audit reports submtted: 8 pertained to the 1994 audit and 34
to the 1995 audit reports. The renmaining 36 Evaluation Letters were transnitted
to country offices in February 1997.

49. DAMR undertook 12 audit m ssions or reviews in 1996. By year end, 11
reports had been issued. They contain a total of 205 recommendations, including
24 that required action by headquarters units. The responses received to the
DAMR audit reports support an acceptance rate of 95 per cent. However, DAMR is
unable to attest to the rate of inplementation of the reconmendati ons because of
resource constraints.

50. The mmjor issues that arose fromthe national execution audit m ssions
undertaken by DAMR in 1996 can be sumari zed as foll ows:

(a) Capacity assessnment by country offices is not undertaken consistently
bef ore engaging in the national execution nodality, resulting in an absence of
nmanageri al capacity or inappropriate and inefficient project nanagenent;

(b) Lack of or unclear instructions on UNDP policies and procedures;

(c) Failure to famliarize all parties concerned at an early stage with
t he national execution financial accounting systemincluding budget managenent,
nonitoring and eval uati on procedures and requirenents, with resultant errors and
om ssi ons;

(d) Delayed delivery by UNDP of year-end financial statenents, sonme of
whi ch are di spatched with many errors
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(e) Failure to transfer UNDP staff expertise to project managenment and
i nsufficient financial and managenent oversi ght by sonme country offices of
proj ect operations;

(f) Inplenentation of projects by autononous institutions that are not
included in the chain of accountability established by the programme country
Governnents; and

(g) Calls for sinplification and flexibility, including inplenmentation by
non-traditional entities such as non-governnmental organizations and private-
sector institutions.

51. The above issues are being addressed during the ongoing process of revising
t he guidelines on national execution; DAMR will follow up during future
m ssi ons.

52. The tineliness of the subm ssion of audit reports by countries renmains a
major difficulty. Only 11 countries with audited expenditure of $122.7 mllion
provided their audit reports by the deadline of 30 April 1996. |In total, for
the financial year ended 1995, DAMR received during 1996 audit reports from 70
countries with audited expenditure of $405 million out of a total reported
expenditure of $634.8 million. This additional volume of $405 nillion was
received only after the External Auditors review had concl uded.

E. United Nations Ofice for Project Services

53. UNOPS is conprised of 15 main organizational units at headquarters and has
five outposted units. The portfolio of active projects and Managenent Service
Agreenent (MSA) activities is about 1, 800.

54. During 1996, DAMR conducted audits and reviews of both headquarters
operations and projects and other activities in the field. This included audits
of managenent and ot her support services provided by UNDP through UNOPS under
Letters of Agreement between the Borrow ng Governments and UNDP with respect to
activities financed fromWrld Bank loans. This audit was carried out as

requi red by the agreenment between the Wrld Bank and UNDP on the MSA audit

nodal ity, under which UNDP is to provide the Borrowi ng Governnents with audited
financial statements for each MSA with expenditure above $100, 000 during the
fiscal year under consideration

55. At headquarters, a managenent review of the contractual nechani sm known as
the appoi ntment for activities of limted duration and a managenent audit of
contracts entered into with consulting firms were performed. Al so perfornmed at
headquarters was an audit of an indicative planning figure and third-party cost-
sharing project in Africa, desk audits of two projects (one MSA activity and the
Japanese Procurenent Programme) and a preparation of the conprehensive report on
MBA activities. Furthernore, the audits of the 20 MSAs were perfornmed at
headquarters, with support fromaudit firnms in five of the countries concerned,
the services of which were engaged by DAMR for that purpose.
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56. Field audits covered the followi ng activities: the project "Technica
Support to Procurement” in the Latin Anerica region; the procurenment activities
of the Programre of Assistance to the Palestinian People, in Jerusalem the

i nterregional project "Assistance to the Technol ogical Information Pil ot
Systent, Phase I1l; audits of an MSA activity "Japanese Procurenent Programe";
the project "Support to Village Goups" and the project "Support for Second
Phase PSMP' in Africa; the projects "Logistic Assistance to the Energency
Qperation" and "Marine Ecosystens - Red Sea" in the Arab region; and the

regi onal project "Strengthening Miltisectoral and Community Responses to the HV
Epidemc in Asia and the Pacific". In addition, six audit conmunications were
i ssued to UNDP organi zational units relating to issues of UNDP concern that
enmerged in the above audits of UNOPS operations.

57. Because of the special nature and purpose of the audit reports on the audit
of the governnent-funded MSAs financed by the World Bank, those 20 reports do
not contain recomendations. The other 10 reports issued in 1996 contained 170
recomrendations. O these, 67 were in the area of finance; 29 in the area of
personnel; 40 in adnministration; 33 in the area of programme; and one genera
recomrendat i on.

58. UNOPS provided its response on the actions taken or contenplated to be
taken to inplenent the recommendati ons contained in 7 of the 10 reports. The
seven reports contai ned 120 recommendati ons, on 107 of whi ch UNOPS agreed

(89 per cent of the cases).

59. In reviewing the results fromthe audit of UNOPS operations, the versatile
nature of the UNOPS operations nmust be borne in mnd. Although projects and NMSA
activities have comon aspects, many of them particularly the larger and nore
conpl i cated ones, have specific features. Because of linmted resources, the
audits performed of UNOPS operations in recent years are not of a routine nature
fromwhich trends in the operations can be identified. Rather, nost itens that
have been selected for audit have been large projects and other activities
constituting stand-al one operations. Therefore, many recomendati ons are
specific to the entities reviewed, and, because of the small nunber of
reconmendati ons, one should refrain fromdraw ng general concl usions.

F. Special audits and investigations

60. DAMR devoted over 5,600 staff hours and $650,000 in contract funds to
conduct and coordi nate special audits and investigations during the year. The
maj or investigations initiated in 1996 are descri bed bel ow

61. Reserve for Field Accommpbdation (RFA). The RFA investigation focused on
irregularities in a $25 nmllion fund established to build office prem ses and
staff housing in countries where such facilities were not available. The
Executive Board will recall that this investigation has been reported on in
detail on several occasions.

62. Allegations that the senior managenent of a country office extorted funds
froman international consultant. |In this instance, the investigation disclosed
that the allegations were true and that funds obtained fromthe consultant were

/...
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subsequently given to government officials as financial incentives. DAMR
prepared a final report and supporting docunents recomrendi ng that disciplinary
action be taken against the two UNDP staff nmenbers. One resigned after the DAMR
report was submitted to the Administrator. The Disciplinary Committee heard the
case of the other staff menber and is in the process of fornmulating its

deci si on.

63. Al legations of conflict of interest and collusion between a staff nenber
and parties fromwhich UNDP rented prem ses. In this instance, the review did
not confirmthe allegation

64. In addition, an investigation was made of a staff nmenber who was in a
position to have personal |oans guaranteed by UNDP in the event of non-paynent
(a contingent liability for UNDP). In this case, the contingent financi al

liability was removed from UNDP and the staff nmenber subjected to sanctions.

65. DAMR al so designed and is maintaining a database, called the DAMR

I nvestigative Tracking System (DI TS), which tracks cases of fraud and

m smanagenent that are under investigation by different organization units,

i ncl uding OHR, Bureaux, country offices, DOF and DAMR DAMR initiated this
action to respond to the need within the organi zation to have a centralized
repository of information concerning investigations. The database, which was
established in md-1996 and is updated every quarter, presently contains 55
cases. The database is a key tool in the coordination of cases w thin UNDP

VI. EXECUTI VE BOARD ACTI ON
66. The Executive Board nmay wi sh to:
1. Take note of the present report;

2. Express support for strengthening the internal audit and oversight
resources of the United Nations Devel opnment Progranme.



