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Summary

In July 2014, the United Nations Board of Auditdiermally issued its audit report for UNDP
(A/69/5/Add.1) and awarded UNDP an unqualified &ceaudit opinion for the year ended 31 December
2013. This is the second full year of reporting emdhe International Public Sector Accounting
Standards (IPSAS), and the unqualified opinioneraies the continuing commitment of UNDP to
compliance with IPSAS. This achievement also matksost a decade of unqualified audit opinions for
UNDP.

The Administrator continues to emphasize that parency and accountability are top priorities for
UNDP. This commitment to transparency is evidengedhe 2014 Aid Transparency Index, which
recognized UNDP as the most transparent developarganization for its “commendable performance”
in publishing information beyond international stards this year, placing it first overall out of Bfjor
agencies evaluated worldwide. To review and stiegthe organization-wide accountability framework
is an essential element of making UNDP fit-for-mpase under the current Strategic Plan, and significa
progress has been made in this area.

As UNDP continues to move towards meeting highandards of organizational transparency and
accountability, the strategic management of toptaethted priorities will be closely monitored, thvi
progress and challenges deliberated at forums eshally the Administrator and the Associate
Administrator.

The present report: reviews the notable progresdema addressing the top nine audit-related
management priorities for 2012-2013 (as presentedlocument DP/2013/8 and endorsed by the
Executive Board in decision 2013/7); presents the eight audit-related management priorities for
2014-2015 and management actions that will be té#kemreon; and reports on the implementation statu
of the recommendations of the Board of Auditors floe year ended December 2013. Pursuant t
Executive Board decision 2010/9, details of thelengentation status of the audit recommendations an
the full audit report of the Board of Auditors areailable on the UNDExecutive Board website.

4

oo

Elements of a decision

The Executive Board may wish to: (a) note the ufified audit opinions issued by the United Nations
Board of Auditors for 2013; (b) note progress mbagé&JNDP in addressing the top nine audit-related
priorities in 2012—2013; and (c) support ongoingMmanagement efforts in addressing the revised tgp
eight audit-related management priorities for th&42-2015 biennium and in implementing the
recommendations of the Board of Auditors for tharyended 31 December 2013.
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Introduction

1. UNDP has received an unqualified (clean) audit aginfrom the United Nations Board
of Auditors on its financial statements for the yeamded 31 December 2013, marking almost
a decade of unqualified audit opinions for UNDP.isTis an important achievement as it
reiterates the UNDP commitment to continuous impement in financial management,
transparency and accountability. UNDP will continte strive for greater operational
excellence. The tone set at the top by the Admiatst has been instrumental in enabling
UNDP to receive unqualified audit opinions.

2. Annex 1 presents the top eight audit-related mamage priorities for the biennium

2014-2015. It is important to remember that the nope audit-related management priorities
for the 2012-2013 biennium reflected progress madehe original top 10 for 2010-2011,
top 11 for 2008-2009 and top 15 for 2006-2007. Phegression of the top UNDP audit
priorities since 2006-2007 from 15 to 8 is an iradion of the improved performance of
UNDP offices in their efforts to deliver on the UW¥Dmandate. In order to sustain this
improved level and realize additional gains, UNDRI wontinue to strengthen its proactive
oversight and monitoring.

3. The current top eight list of audit-related managempriorities has been established
subsequent to discussions with the Board of Auditathe UNDP Office of Audit and

Investigations (OAI), and the Audit Advisory Commeié. This report also takes into
consideration comments of the Advisory Committee Administrative and Budgetary

Questions (A/69/386) and the Fifth Committee inithrespective reviews of the report of the
Board of Auditors (A/69/5/Add.1) and the Concisensunary of the principal findings and

conclusions contained in the reports of the BodrAuditors for the biennium 2012-2013 and
annual financial periods 2012 and 2013 (A/69/178).

Review of progress made in addressing top audielated
management priorities in 2012-2013

4. Although it has moved to an annual financial awditle under the International Public
Sector Accounting Standards (IPSAS), UNDP considersecessary to track progress over a
two-year period by drawing on lessons learned fitbn two years of IPSAS-based audits by
the Board of Auditors.

5. Based on the findings of the Board of Auditors the period ended 31 December 2013
and on discussions with OAI and the Audit Advis@pmmittee, there is general agreement
that encouraging progress has been made on alhitop audit-related management priorities
for the 2012-2013 biennium, although progress orous details within each audit priority
has been somewhat uneven.

6. Excellent progress has been made on two audititigerand on certain elements of the
third priority, enabling them to be dropped altdgat from the list in 2014-2015: (a) Atlas
change controls; (b) IPSAS implementation; and légve records and after-service health
insurance (ASHI) management. The remaining halthe$ third audit priority (recruitment
management) is a work in progress and will be earforward.

7. Residual challenges remain in five areas that aopgsed to be carried forward as audit-
related management priorities in 2014-2015. Thesdude: (a) national implementation
(NIM) management; (b) programme/project managemeamd quality assurance; (c)
procurement planning and capacity-strengthening; g§dset and inventory management,
particularly ongoing adoption of the project asseinsitional provisions under IPSAS and
management of inventory; and (e) recruitment mansgd.
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8. Annex 2 provides a summary of the assessment ofaheine audit-related management
priorities for the 2012-2013 biennium. The resutiis the internal assessment have been
presented and endorsed by the Organizational Radnce Group meeting, chaired by the
Associate Administrator, and reviewed by the ExesutGroup meeting, chaired by the

Administrator.

9. The following is a summary of progress made in the nine audit-related management
priorities for 2012-2013. Specific priority managemh actions planned or in progress to
mitigate the above-mentioned residual challengethénnext two years are highlighted in the
top eight audit-related management priorities f602-2015, as outlined in chapter Il of this
report.

A. NIM audit follow-up and framework/monitoring/sup port of the harmonized approach
to cash transfers (HACT)

10. Progress made reflects the concerted efforts ofored bureaux and country offices,

which have resulted in 96 per cent of NIM audit o being received by OAIl by 30

September 2014 (852 reports representing $1.8ohillir 95 per cent of project expenditure to
be audited) compared to 98 per cent and 94 perice2012 and 2011, respectively. The net
financial impact (NFI) for NIM audits with a modéd audit opinion for fiscal year 2013 was
$13 million, representing 0.7 per cent of total aed expenditure, while in 2012 it was $112
million, representing 5.7 per cent of total audiexpenditure. A total of 81 per cent of 2013
NIM audit reports were submitted by the deadline86fApril 2014 (84 per cent in 2013).

11. UNDP actively participated during 2013 in the rewis of the 2005 HACT framework,
with the goal of addressing implementation challeni@gnd bottlenecks. Extensive inputs were
provided by United Nations country teams and otllaited Nations agencies, and the revised
HACT framework was approved by the United NationsvBlopment Group (UNDG) in
February 2014. The new HACT guidelines will be effee in 2015.

12. Although UNDP has made steady progress on thistaethted management priority, it
will continue to remain a priority for 2014-2015 elio emerging requirements and issues,
including: (a) NIM challenges that materialized ohgr 2013 as noted by the Board of
Auditors; (b) the pending roll-out of the revised\BT framework in 2014 for adoption by all
country offices by 1 January 2015; and (c) traosiiing to the new UNDP structure.

B. Programme/project design, monitoring and evaluabn

13. While UNDP has made good progress in this areadua$ issues remain to be addressed
as noted by the Board of Auditors, particularly twiespect to setting more effective project-
level indicators and targets; project monitorinignely issuance of quarterly progress reports;
better project-level quality assurance mechanisamgl timely closure of projects. As result,
this priority has been carried forward to 2014-20A%ange of organizational-level initiatives
have been completed or are in progress as part DR efforts to be ‘fit for purpose’ in
implementing the 2014-2017 Strategic Plan, inclgdihe establishment of the Integrated
Results and Resources Framework (IRRF); programliggmraent; a strengthened corporate
planning and results system; and a robust projeedll quality assurance framework. The
targeted outcome is to align the new corporatetsgfia planning system (enhanced results-
based management platform) with project-level iadocs in one system.

14. Through continued emphasis on the importance ofelymproject closure and the
availability of monthly reports for headquartersdamountry offices, UNDP has made
substantial progress in reducing the number of timacprojects during 2013. However, it is
noted that final closure of projects also depends tomely completion of actions by
implementing partners, as well as prompt receipinstructions from donors on the treatment
of any remaining balances. It will remain a prigritn 2014-2015 to facilitate further
mainstreaming and sustainability of results.



DP/2015/8

C. Procurement management at UNDP country offices

15. UNDP has made progress in this area through coetingprofessionalization of
procurement staff; conducting rigorous procuremeaytacity and risk assessments of country
offices and implementing associated remedial suppand providing proactive advice on
procurement planning. However, residual challengesain, as noted by the Board of
Auditors and OAI. UNDP will retain this as a pritriarea for 2014-2015, with greater
emphasis on risk-based approaches to procuremanhplg and capacity enhancements.

D. Atlas change controls

16. UNDP has made very good progress in this area, mod has a fully functional
information and communications technology (ICT) govance group and an updated Atlas
change control manual. This audit priority has thegn removed from the list for 2014-2015.

E. Leave records and recruitment management

17. This priority contained three elements, two of whicave been fully addressed (leave
records, ASHI management) while the third remainswark in progress (recruitment
management) and will be carried forward into 201812 The Atlas absence management
functionality (eServices) is now fully operatiorahd being used in all UNDP offices for staff
application and supervisor approval of leave/abeerin addition, effective management of
leave is now monitored on corporate performancehdasards. With regard to ASHI, the
necessary processes are now in place to allow UNDE&mply with the IPSAS requirement
for more complete, accurate estimates of ASHI agalvé accrual liabilities. UNDP has an
ASHI liability funding plan that envisages full fdimg over a period of 15 years, beginning 1
January 2012. UNDP reviews this funding plan anhufdllowing the results of the actuarial
valuation. With regard to recruitment managemeht Atlas eRecruitment project roll-out
was completed in early 2013 and the pre-pilot waspleted in mid-2013. The eRecruitment
project is comprised of three phases, the last bifclv is scheduled to be completed in 2016
and will provide solutions for this audit priority.

F. Management of high-risk programme portfolios

18. The Associate Administrator currently chairs theeEutive Team, which has a specific

mandate for addressing risks and problems in higk-tountry offices that require immediate

attention and action by the UNDP senior manageneain. Additionally, UNDP has a robust

management strategy for projects funded by the &létund to Fight AIDS, Tuberculosis and

Malaria, and the UNDP Organizational Performanceoup; chaired by the Associate

Administrator, receives regular reports on its immpkentation. UNDP is selected as Interim
Principal Recipient for Global Fund grants in thegh difficult country contexts, and as a

result, the operating challenges and stakes ang high. Through its grant management rating
system, the Global Fund acknowledges that the UNEdPts are performing well (96 per cent

of grants rated A or B1). While good progress hasrbmade, residual challenges remain in
some areas.

G. Asset and inventory management

19. UNDP has implemented robust asset and inventoryagament processes and strong
monitoring and oversight mechanisms, although @mges remain based on the findings of
the Board of Auditors and OAI in country office audnissions, particularly in the areas of
asset data quality and physical verification. Whileogress has been made, challenges still
exist due to the organization's dependency on eatepartners, particularly with respect to
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development project assets, which will be repoitethe UNDP 2015 financial statements. As
a result, this audit priority will be carried forwh

H. IPSAS implementation

20. Through continued staff training and strengthendfighe quarterly, mid-year and annual
accounting closure processes, UNDP has made sigmifi progress in preparing IPSAS-
compliant financial statements (and related acciogntschedules) within a compressed
timeline. Given the progress made in this area, #nedresulting clean audit opinions for the
past two years, this priority area has been remoWdNDP will recognize development project
assets in its 2015 financial statements, whichhes tremaining area of IPSAS implementation
for UNDP and an individual focus area for 2014—-204% mentioned above.

I. Long outstanding audit recommendations

21. UNDP remains vigilant in actively resolving longtstanding audit recommendations for
18 months or more (pursuant to Executive Board sleni 2006/19). As of October 2014,
UNDP has a total of 12 recommendations of the Boafd Auditors and 16 OAI
recommendations that remain long outstanding (caeghdo 23 and 56, respectively, as of
September 2013). The Executive Group, chaired lyAtiministrator, and the Organizational
Performance Group, chaired by the Associate Adnaier, regularly review the status of
long outstanding audit recommendations and UNDRciates continued good progress in
this area.

[ll. Management plans for addressing top eight audtrelated priorities
in 2014-2015

22. In consultation with the Board of Auditors, OAIl ankde Audit Advisory Committee, a

revised list of the top eight audit-related managetnpriorities for the 2014-2015 biennium
has been established and endorsed both by the @edamal Performance Group (chaired by
the Associate Administrator) and by the Executiv@@ (chaired by the Administrator).

23. The residual challenges noted above have been htdogward, and in some cases fine-
tuned or revised to reflect the identification efierging risks. Additionally, two new priorities
have been added in light of the current changesngeinade to the structural and
accountability framework to ensure that UNDP ig fiir purpose’ to implement the Strategic
Plan. The top eight audit priorities for 2014-20dre: (a) implementing partner fiduciary and
capacity management, including strengthening coamgie with controls; (b)
programme/project management and quality assuranckiding strengthened monitoring and
evaluation; (c) procurement planning, professioretion and capacity-strengthening; (d)
structural change management and benefits realdizatje) management accountability and
implementation of field-level controls; (f) assetdainventory management; (g) recruitment
management and separation controls; and (h) longtanding audit recommendations. Annex
2 provides an overview of the top eight audit-rethtnanagement priorities for the 2014-2015
biennium.

24. The top eight audit-related management priorities the 2014-2015 biennium are
described below with a discussion on how UNDP mamagnt intends to address the audit
risks and underlying systemic issues. UNDP continte be cognizant of the challenging
financial context and the need to continue achigvicost savings, efficiencies and
effectiveness.
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A. Implementing partner fiduciary and capacity managenent

25. This priority includes enhancing the managementnoplementing partners, including
strengthening compliance with controls; improvimg ttimeliness of NIM report submissions;
and strengthening NIM audit follow-up actions reldtto modified audit opinions and
significant NFI.

26. A significant portion of UNDP programmes are deli@@ with implementing partners
using NIM, with this modality accounting for $2.4llon in 2013. During 2014-2015, UNDP
will implement an integrated suite of measures trersgthen the fiduciary and capacity
management associated with its work with implemeatpartners. This will include: (a)
implementation of the revised UNDG HACT frameworly kll country offices, ensuring
stronger linkages between assessments, capacilgibgiineeds and assurance and evaluation
activities; (b) review and strengthening of thestxig UNDP NIM manual with a particular
focus on risk-based approaches, and ensuring thbt*rcontrols are in place for the country
context and associated risk profile, combined withre rigorous monitoring of compliance
with controls; (c) closer review and earlier acsany regional bureaux and country offices in
situations where an implementing partner receivessecutive years of modified NIM audit
opinions with significant NFI; and (d) exploring tpns for UNDP to exercise its fiduciary
role with implementing partners. UNDP will also d¢bwe its focus on improving the
timeliness of NIM audit report submissions.

B. Programme/project management and quality assurance

27. This priority includes: (a) improving the qualityf oesults-centred programme and
project management, including strengthening of rtammg and evaluation; (b) continued
close management of high-risk programmes and ptgjeand (c) ensuring timely financial
closure of projects and refunds to donors. Guidgdhe IRRF, results-based management is a
foundational component of the UNDP approach to géfit for purpose’ in implementing the
2014-2017 Strategic Plan. A key first step in thiea has been programme alignment, which
has proceeded rapidly and on schedule. Supporting dffort, a project-level results-based
management quality assurance system piloted in 2@ill3oe rolled out late in 2014 or early
in 2015.

28. The Executive Team will continue to provide ovetdigand guidance on high-risk

programmes and projects; and the OrganizationalffoPeance Group will continue its

oversight of the Global Fund management strategidiffonally, a Global Fund Partnership
Team in the HIV, Health and Development Group pde& dedicated support to regional
bureaux and country offices to improve performaace management of Global Fund grants
and develops tools and guidelines to address pnobkreas (such as sub-recipient
management, asset management and now inventorygaarent).

29. UNDP expects to further improve the timely finaratéosure of projects and associated
refunds to donors, where applicable. A new corpotabl in Atlas has been developed and is
about to be launched for headquarters and courffiges to enable more proactive, ongoing
review of projects eligible for closure, along wisreamlined and automated tools to effect
more efficient closure. However, as previously mtémprovements in the timeliness of
project closure are also dependent on timely astimyn external parties.

C. Procurement planning and professionalization/capaty-strengthening
30. This priority includes enhancing procurement comptie and capacity (planning,

certification, capacity assessments); strengthemiogsolidated category-based procurement;
and implementing pre-emptive investigations to gatie risk of procurement-related frauds.

31. Procurement is a large facet of UNDP programmeviads and both the Board of
Auditors and OAI indicate that procurement planningapacity and compliance require
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continued strengthening. Currently, UNDP employs ome-size-fits-all approach to
procurement planning and professionalization ciediions, requiring both regardless of the
volume and value of procurement that may be und#ertaby an office. During 2015, UNDP
will implement a more risk-based approach to precuent planning and professionalization
certifications to ensure that limited procuremeasaurces are applied in the most effective
manner to mitigate procurement risks.

32. Additionally, to improve management efficiency acwimpliance, UNDP is in the process
of implementing three activities: (a) a proactiveject-centric procurement planning review
to identify large planned procurement expenditurasd provide earlier support by

headquarters to country offices to improve effidgnand compliance; (b) consolidating
different procurement ‘categories’ into centralizedntracts such as for vehicles, ICT,
renewable energy products, etc., enabling counfficas to buy from a central long-term

agreement (LTA) source; and (c) working with OAldevelop a risk-based framework and to
identify and undertake proactive investigationseTWNDP structural changes will also bring
headquarters procurement expertise closer to cguwtffices, with procurement hubs in Kuala
Lumpur, Copenhagen and New York, as well as redigmacurement advisors in Bangkok,

Addis Ababa and Amman. A key focus in the comingntihs will be to build awareness of
where country offices can go to get ‘turnkey’ proement services to support their
programme implementation efforts and improve baimpliance and risk management.

D. Structural change management and benefits realizatin

33. This priority includes ensuring follow-through otheé full implementation of the
identified structural changes to ensure that thgeactbves have been achieved and the full
benefits realized, while continuing to mitigate ilmentation challenges. The structural
change exercise is part of a larger commitment bDyDP to the Executive Board to | improve
its institutional effectiveness to meet the Stradeglan’s objectives. Its goals are to ensure
that country offices are better supported for deliv and programme implementation, to
improve the organization's financial sustainabilisnd promote better integration, both
functionally and geographically. The changes will:

(a) Strengthen the UNDP regional presence with more advisory and support services based
in the regional hubs, to help country offices tdiwer better, faster and cheaper and
reduce the headquarters footprint by approxima3@lyper cent;

(b) Consolidate policy functions with all programme and policy support functions alighed
the new Bureau for Policy and Programme Supporneiv separate Crisis Response
Unit has been established at headquarters to cuatelcrisis response;

(c) Shift the grade profile of the UNDP workforce to achieve a more effectimenagement-
to-staff ratio and establish better career paths;
(d) Clearly define accountabilities within the organization, ensure clarity about wer

functions are performed, reduce duplication of fisws and promote more
collaboration.

34. To ensure that the structural changes are carefomfnaged to achieve the above-
mentioned objectives, UNDP has established a SiratChange Governance Group (SCGG),
led by the Associate Administrator, and includingn®r leadership representatives from
central and regional bureaux. The SCGG meets relyudand as frequently as required, with a
focus on: ensuring consistency and coherence throuly the organization in the
implementation of the structural change plan arsd atignment to the Strategic Plan; the
integrity and fairness of the structural changecpss at the corporate level; and reviewing
challenges associated with the structural changegss and mitigating actions to address
them.

35. The SCGG is supported by the Executive Office Impatation Team, comprised of
UNDP staff and external experts, in the planningordination and management of the
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implementation of the organizational transformatiomorking closely with bureau focal
points. Bureau implementation teams, under the destdp of bureaux directors, are
responsible for planning and implementing the adrsé&uctural changes, in line with the
guidance of the SCGG.

36. With this well-defined and robust governance andride management approach in place
and functioning, UNDP is confident that it will bable to clearly demonstrate that the

restructuring has achieved its objectives and tiskis associated with structural changes were
suitably mitigated.

E. Management accountability and implementation of fiéd-level controls

37. This priority includes strengthening the accounligfpi framework through the

organizational structural changes (e.g., functioainment); and improving enterprise risk
management (ERM) implementation, guided by the mem@ndations of OAl and external
consultancies.

38. In conjunction with programme alignment, UNDP isalaligning its organizational
structure and operating model to ensure it isfdit purpose’ to deliver on the Strategic Plan
and can meet three important goals: removing dapbo; improving effectiveness; and
moving support services closer to the countries PNd2rves. New bureau organograms have
been released, along with terms of reference, dred realignment of staff with the new
structures is largely complete, with the new orgational structure effective as of 1 October
2014. Key areas of work include the functional altent of all policy services in the new
Bureau of Policy and Programme Support; closer nafignt of advisory services with
programme country needs; and functional alignmdnmanagement services, particularly in
global and regional hubs, to maximize the efficigramd effectiveness of UNDP operations,
accountability and reporting systems. A new anddgparent organization-wide accountability
framework is also being developed, which will faite a common understanding of
expectations and consistent practices across thganaation. It will establish clear
accountability for key organizational functions,opide a high-level framework for the
coordination of joint activities between bureauxpdawill aid in increased clarity and
alignment of organizational functions.

39. In a report on UNDP ERM, issued in April 2014, Ordlcommended better follow-up on
the implementation of the risk management cycle eapbrting thereon; and redesign of the
ERM policy, procedures, tools and practices to tage lessons learned since 2007 as well as
current best practices in ERM. Following the OAtoenmendations, UNDP initiated a study
to review the overall UNDP ERM approach. Once costgd, the study’s findings will be
considered by the UNDP Risk Management Committebaired by the Associate
Administrator, and an appropriate action plan dedidpon.

F. Inventory and asset management and IPSAS compliarmn project assets

40. This priority includes enhancing asset and inveptmranagement (recording, verifying,
certifying, disposing of fully depreciated assete fonger in use, and proper storage,
particularly of Global Fund project inventories)ncaensuring compliance with IPSAS with
respect to development project assets in 2015, cieo@mance with the IPSAS transitional
provisions adopted by UNDP.

41. Through ongoing refinement of guidance materialaining, webinars and advisory
support to headquarters and country offices, UNDRP eontinue to strengthen its mid-year
and annual asset certification processes and qiyiterentory reporting process to facilitate
further improvements in asset and inventory managemparticularly in recording, verifying
and certifying activities. The asset managementcyolvas revised and reissued in 2014 to
provide additional clarifications and improve conapice. An asset data quality dashboard has
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also been developed for offices to use in monit@ramd correcting data in the asset registers.
UNDP is exploring the possibilities of adopting awailable enterprise resource planning
module for inventory recording and accounting.

42. With respect to pre-2012 development project asdgidDP will record these assets in
2015. An external audit firm has been contracteégsist UNDP in validating the existence,
completeness and accuracy of pre-2012 project sisneselected country offices. Efforts to
improve management of Global Fund assets and imvesst are progressing, and the Global
Fund Partnership Team has supported country offtceprepare and implement rigorous
inventory quality assurance plans, and developadagice notes on quality control testing for
all country offices and on asset management indbetext of Global Fund grants. Further
strengthening in this area is underway, includir®e tprovision of additional guidance

materials and training; and implementation of LTAdth pharmaceutical quality control

laboratories and external consultants.

G. Recruitment management and separation controls

43. This priority includes monitoring of recruitmenta@-time; compliance with Compliance
Review Board/Panel requirements; and closer moimgpoof staff separation processes vis-a-
vis Atlas access rights. UNDP has been working mmur2014 to complete the phase 1
activities of the eRecruitment roll-out, includirmphanced document upload capabilities and
applicant screening functionalities, as well asru@enent reporting. The Compliance Review
Panel/Board established at headquarters and cowffiges continues to provide independent
reviews of the recruitment and selection processsotcessful candidates. To address
immediate challenges associated with staff sepamngtrocesses in Atlas, a change addressing
future dated terminations was put into ATLAS protilooc on 31 July 2014. UNDP will
undertake a holistic review of this issue, thorolygheviewing the end-to-end process
undertaken by Bureau of Management units to ensha¢ both the business process and
supporting systems controls are functioning effealy.

H. Long outstanding audit recommendations

44, UNDP remains vigilant in actively resolving longtstanding audit recommendations for
18 months or more (pursuant to Executive Board sleni 2006/19) and includes it as a
standing topic in financial management reviews.gPess in implementation will continue to
be monitored by the Executive Group, chaired by Aldeninistrator, and the Organizational
Performance Group, chaired by the Associate Adnriaier.

Status of audit recommendations of the United Mtions Board of
Auditors for the year ended 31 December 2013

45. For the year ended 31 December 2013, the Boarduditars in its audit report of UNDP
(A/69/5/Add.1) issued 28 audit recommendations @020 recommendations). Of the 28
recommendations, nine were classified as high fiyiawhile the remaining 19 were assigned
a medium priority rating. Management agreed withratommendations issued.

46. Of the 28 recommendations issued, 54 per cented@project design, management and
evaluation, and their implementation will requirentinuous efforts by UNDP management to
address underlying issues, most of which includeribed for project-level quality assurance,
monitoring and evaluation, and management of imgeting partners, as well as monitoring
compliance across all offices.

47. Consistent with practices adopted in previous yedddiDP has adopted a phased
approach to the implementation of the audit recomda¢ions, with clear accountabilities for
the implementation of each recommendation and targempletion dates. The phased
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approach is based on the complexity and time reguto resolve and discuss the issue with
the Board of Auditors. It is important to note thamplementation of the 2013
recommendations could start only after issuancéheffinal Board of Auditors report in July
2014.

48. As of end-October 2014, about three months sineefthmal release of the report of the

Board of Auditors, UNDP is pleased to note that agement actions have already started on
many of the 28 audit recommendations to ensureifiqpllementation by the target completion

dates. Pursuant to Executive Board decision 201®/pular listing of the status of the audit

recommendations implementation is available onBkecutive Board secretariat's website.

Tablel. Implementation status by target completiordates

Target completion date Due Implemented D To be started Total
progress
2014, & quarter 4 0 4 4
2015, 1st quarter 8 0 8 0 8
2015, 2nd quarter 5 0 5 0 5
2015, 3rd quarter 3 0 3 0 3
2015, 4th quarter 8 0 8 0 8
Grand total 28 0 28 0 28
Percentage 100% 0 100% 0 100%

Table 2. Implementation status by priority

In To be started
Priority Implemented progress Total
High 0 9 0 9
Mediun 0 19 0 19
Low 0 0 0 0
Total 0 28 0 28
Percentage of tote 0 100 0 100

49. Of the 28 audit recommendations issued for the rfgi@ year 2013, one had been
implemented and management has requested closutteebBoard of Auditors. Most of these
recommendations have target completion dates of52@de to the broad nature of their
applicability, across all UNDP country offices.

Status of audit recommendations of the United Niaons Board of
Auditors for the year ended 31 December 2012 and 20-2011

50. As of 31 October 2014, of the 20 audit recommeratetiissued to UNDP for the 2012
financial year, 14 (70 per cent) were assessedilfs implemented by the Board of Auditors
and six (30 per cent) are under implementation.ther2010-2011 biennium, 26 (81 per cent)
were assessed as fully implemented and six (19 ceet) are under implementation. The
United Nations Capital Development Fund (UNCDF)oaleceived one recommendation
which is under implementation. Various factors c¢dnited to delays in the full
implementation of the 12 pending audit recommerwsti (excluding the one UNCDF
recommendation), such as:

(a) Recent progress has been made and therefore UNDRgeaent is requesting closure
by the Board of Auditors (four recommendations);
(b) Progress is expected to be ongoing and take plaeetame (four recommendations);

(c) Management reprioritization due to the need for alternate approach to
implementation (one recommendation);
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VI.

(d) Full implementation requires timely and reciprocattions of third parties (one
recommendation);
(e) Higher expectations of the Board of Auditors inntsr of completion standards (two
recommendations).

Table 3. Implementation status of previous years’@commendations

Recommendation status Number of recommendations Percentage of total
Implemente 40 77
Pendingre\{iew by Board of Auditors after visitg 4 8
country office:

In progress 8 15
Total* 52 100

*Excludes one UNCDF recommendation.

Conclusion

51. UNDP is pleased to receive an unqualified audinagn by the Board of Auditors for its

second year of IPSAS implementation. This is a gteatament to the hard work of all staff
across UNDP offices globally. The revised top eightit-related management priorities for
2014-2015 and specific actions required to addthesn establish a framework for UNDP
management to respond to current and emerging exngdls. The Executive Group and the
Organizational Performance Group will continue ttosely monitor progress made in
addressing audit-related management prioritiesh witview to ensuring that UNDP continues
to enhance accountability, transparency and perdoae.
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Annex 1

UNDP top eight audit-related management prioritiesfor the 2014-

2015 biennium

Implementing partner fiduciary an
capacity management

Programme/project management an
quality assurance

Procurement planning and
professionalization/capacity
strengthening

Structural change management an
benefits realization

Management accountability and
Implementation of field-level
controls

Inventory and asset management and

IPSAS compliance on project asse

Recruitment management and
separation controls

Long outstanding audit
recommendations

Annex 2

S

Preliminary assessment of progress: UNDP top nineudit-related
management priorities for the 20122013 biennium

1. NIM audit follow and HACT monitoring and 2 5. Leave record and recruitment 3

support management

2. Programme/prOJect design, monitoring and 2 6. Asset and inventory managemen 3

evaluation

3. Procurement management at UNDP office 3 7. Management of_hlgh-nsk 3
programme portfolios

4. Atlas change controls 5 8. Long outsta_ndlng audit 3
recommendations
9. IPSAS implementation 5

Color

Legend used code

Conditions effectively addressed 5

Good improvements noted. On target 4

Improvements noted. More work remains 3

Remedial actions yet to be fully taken or

intended effects of actions yet to be fully 2

realized or inherent risks to be mitigated

Conditions worsened




