Terms of Reference

Conducting an Assessment of an Implementing

Partner’s* Financial Management Capacity

Background

The purposes of the assessment undertaken by the United Nations Development Programme (UNDP) in Moldova utilizing harmonized procedures for cash transfers are:
· Capacity development objective: The review supports the UNDP and government to identify strengths and weaknesses in the Implementing Partner’s capacity for financial management and areas for capacity development by government and others. 

· Financial management objective: The review assists in the establishment of appropriate cash transfer modalities, procedures, and assurance activities to be applied by the UNDP. 

Scope

The assessment would provide an overall assessment of the Implementing Partner’s financial management capacity and review funds flow, staffing, accounting policies and procedures, internal audit, external audit, reporting and monitoring and information systems.

Methodology

The audit firm should utilize “Checklist B: Financial Management Questionnaire.”In completing the questionnaire, it should also assess the partner’s control system with equal emphasis on: (1) the effectiveness of the system in providing the partner’s management with useful and timely information for the proper management of the partner; (2) the general effectiveness of the internal control system in protecting the assets and resources of the partner.

The audit firm should have full and complete access at any time to all records and documents (books of account, legal agreements, minutes of committee meetings, bank records, invoices and contracts, etc.) and all employees of the Implementing Partner. The consultant/organization should be advised that it has a right of access to banks and depositories, consultants, contractors and other persons or firms engaged by the partner. If the consultant/organization may have restricted access to any records, person or location during the course of the assessment, this restriction should be clearly defined, with reasons, in the report.

Deliverables

The audit firm should submit a report with the following: 

· An overall risk rating (H-high risk; S-significant risk; M-moderate risk; L- low risk) of the Implementing Partner’s financial management capacity

· Risk ratings for funds flow, staffing, accounting policies and procedures, internal audit, external audit, reporting and monitoring and information systems.

· A summary of the financial management assessment of the Implementing Partner.

· A description of the Implementing Partner including the physical address, phone numbers, fax numbers, web sites and general e-mail addresses. 

· A description of the standards applied such as International Accounting Standards (IAS) published by the International Accounting Standards Board or the draft International Public Sector Accounting Standards (IPSAS) on Cash Accounting published by the Public Sector Committee (PSC) of the International Federation of Accountants may also be described.

· A description of any specific internal control weaknesses noted in financial management

· Recommendations for monitoring and assurance activities to address or compensate for the weaknesses in the short term.

· Recommendations to resolve/eliminate the internal control weaknesses noted, including short and medium-term capacity development measures.

· Completed Checklist B: Financial Management Questionnaire.

A briefing on the results of the assessment will be given to the UNDP as well as Implementing Partner officials and the government coordinating authority.  How this will be done should be at the discretion of the UNDP.

Duration of Assignment

The duration of the assessment is from two to four weeks, depending on the complexity of the assignment. The tentative period covers the month of June, 2009.
Qualifications of Firm 

The assessment will be conducted by a reputable public accounting firm which is competent to conduct such an assessment.  To allow for economies of scale, a single firm may be engaged to assess a number of Implementing Partners.  A firm who has conducted a prior audit may be most suitable to assess financial management since it would have knowledge of the Implementing Partner’s systems and procedures.

The firm must be completely impartial and independent from all aspects of management or financial interests in the entity being reviewed or those of its implementing/supervising agency or directly related entities.  The firm should not, during the period covered by the assessment nor during the undertaking of the assessment, be employed by, or have any financial or close business relationships with any senior participant in the management of the entity.  It may be appropriate to remind the firm of any existing statutory requirements relating to independence and to require it to disclose any relationship that might possibly compromise its independence.

The firm should be experienced in applying international standards for audit, using either ISA or INTOSAI audit standards.  The firm must employ adequate staff with appropriate professional qualifications and suitable experience with ISA or INTOSAI standards, including experience in reviewing entities comparable in size and complexity.

The firm should provide Curriculum vitae (CV) of the staff who would be responsible for drafting the report, together with the CVs of members of the assessment team. The CVs should include details on audits carried out by the applicable staff, including ongoing assignments indicating capability and capacity to undertake the audit.

Eligibility Questionnaire: 
The attached Questionnaire (taken from the OECD-DAC Good Practice Paper on Harmonizing Donor Practices for Effective Aid Delivery) is part of the Terms of Reference of this assignment. Only those firms that are deemed to be independent, that have professional competence and well-trained staff (in case of firms) may be considered for engagement through a competitive process.
Private Sector Audit Firm Application for Eligibility Questionnaire

(Information required from all applicants)
Basic Information

1. Legal Name of Firm
2. Street and Postal Address of Firm
3. Telephone (include country and area code)

4. Fax (include country and area code)

5. Email address

6. Address and Telephone of Branch Offices (use attachment if necessary)
	Branch Name
	Address & Telephone
	Officer in Charge

	
	
	

	
	
	


7. Practice license or permit number

8. Date of license/permit issuance

9. Expiry date of license/permit

10. Name of licensing/permit agency

11. State the legal nature of the firm
12. Fully describe the ownership structure and management structure of the firm
The firm’s Independence 

13. Does the firm have a written independence or conflict of interest policy? (If yes provide a copy.  If no, provide a brief description of the policy with comparison to the relevant IFAC Code).  Are all professional staff provided training in the firm’s independence or conflict of interest policies? Have staff members attended training courses in professional ethics, including training in IFAC’s International Professional Practice Statements or Code of Ethics for Professional Accountants?

14. Does the firm provide consulting services involving accounting or internal control matters to audit clients?

15. Has the firm, any partners of the firm or any staff of the firm ever been subject to disciplinary action by any national accounting body to which the firm or its partners belong?  If so, please indicate the nature of the disciplinary action and the reasons for it.

16. Has the firm, any partner of the firm or any staff of the firm ever been subject to a court order involving the provision of professional services?  If so, please indicate the nature of the court order and the reasons for it.

17. Has the firm, any partner of the firm or any staff of the firm ever been barred from auditing firm/consultants listed on any securities exchange or otherwise been subject to sanction or penalty by any securities exchange?

18. Are the firm’s partners or staff members allowed to hold shares or other investments in audit clients?

Affiliations with other Firm/consultants

19. Does the firm have an affiliation or association with any other foreign or local professional firm/consultant(s) such as accountants, auditors, consultants or lawyers etc?  If so, please provide the following:

	Firm/consultant Name
	Legal Address
	Home Country
	Contact Person

	
	
	
	

	
	
	
	


20. Please describe the general nature of the affiliation(s), as follows:

· Are any partners of the firm also national or international partners of the affiliated firm?

· Does your firm or any partner of the firm share in the profits or liability exposure of the affiliate?

· Does the affiliate provide training courses for the firm’s staff?

· If the firm is affiliated with a foreign accounting/audit firm does the foreign firm have an audit manual/guideline, and does the firm have access to and use of that manual/guideline? Does the firm use it exclusively in relation to audits resulting from the foreign affiliation or does the firm also use it in relation to audits that do not result from the affiliation?

· Other important matters.

Firm’s Professional Orientation

21. Indicate which of the following services are provided by the firm and show the share of each service in relation to the firm’s last complete year’s total fee income.  Please separate any income derived from a foreign accounting/auditing firm/consultant affiliation.

	Nature of Income
	Derived from Foreign

Acc’t/Audit Affiliate(s)
	National Income
	Total Fee Income

	Auditing

_ In accordance with ISA

_ In accordance with national standards
	% 
	% 
	% 

	Accounting

_ In accordance with IAS

_ In accordance with national standards


	% 
	% 
	% 

	Consulting Services
	% 
	% 
	% 

	Other Fee Income
	% 
	% 
	% 

	Total Fee Income
	100 %
	100 %
	100 %


ISA — International Standards on Auditing

IAS — International Accounting Standards
22. Indicate the percentage of the firm’s last complete year’s total fee income attributable to foreign aid/funding agreements with international agencies, bilateral aid agencies or other sources (information may be aggregated where conversion where common audit arrangements are adopted by donors).

	Nature of Income
	IMF/

World

Bank


	Regional

Develop’t

Bank(s)


	Bilateral

Aid

Agencies


	Other

Int’l

Agencies


	Private

Sector


	National

Gov’t


	Total Fee Income


	Auditing

_ In accordance with ISA

_ In accordance with national standards


	%
	%
	%
	%
	%
	%
	%

	Accounting

_ In accordance with IAS

_ In accordance with national standards


	%
	%
	%
	%
	%
	%
	%

	Consulting Services
	%
	%
	%
	%
	%
	%
	%

	Other Fee Income
	%
	%
	%
	%
	%
	%
	%

	Total Fee Income 

	100%
	100%
	100%
	100%
	100%
	100%
	100%


23. Does the firm use an audit procedures manual or guideline for staff?  If so, when was it last updated?  How does the firm ensure that staff adheres to the audit manual/guidelines, at all times? (Please attach a copy of the manual/guideline).

24. Is the firm aware that various multilateral and bilateral agencies have guidelines covering accounting and auditing for projects they fund?  If so, please list the guidelines the firm has.

25. Discuss the firm’s quality assurance programme.  Does the firm participate in a peer review programme on a national basis and has the firm ever participated in a peer review as a result of an affiliation with a foreign accounting/audit firm?  If so, what were the results of the last national / foreign peer review(s)?

26. Describe the firm’s utilization of information technology, i.e. software tools and computer assisted audit techniques to support auditing assignments.

Personnel

28. Composition of staff

29. (Attach a schedule(s) if needed.  In a larger firm, individual staff profiles will normally only be reviewed for staff working on the audit of donor supported projects) 
	Name


	Member of Professional Body*/

Year of Qualification
	With Relevant Audit Experience In

	
	
	Public Sector


	Construction

Contracts
	Cash Accounting

Systems


	Other

	Partners/Associates
	
	
	
	
	

	Managers
	
	
	
	
	

	Supervisors
	
	
	
	
	

	Other prof. staff
	
	
	
	
	


*Refers to a member currently in good standing with the named IFAC member accounting body.

30. For each person listed in item 28 above, provide a separate attachment with a brief summary of their qualifications and professional experience, including:

· Academic or other qualifications

· Membership of foreign professional bodies

· Details of professional audit and accounting experience, stating relevant industry(ies), including experience in the public sector, construction contracts and cash accounting systems, separating domestic and foreign experience.

· Mother tongue and any other languages with written and spoken fluency.

31. What has been the turnover rate of the firm’s partners and personnel (partners/associates, managers, supervisors, seniors, and other professional staff) during the last 5 years?

Staff Training

32. Briefly state the firm’s training philosophy

33. Indicate post qualification training or professional education courses taken, year taken and total hours by each major staff category in the last three years, as follows:

	Category
	Training/Courses/Year/Total Hours

	
	IAS* 
	ISA+
	National Standards 
	Other Courses



	Partners/Associates
	
	
	
	

	Managers
	
	
	
	

	Supervisors
	
	
	
	

	Seniors
	
	
	
	

	Other professional staff
	
	
	
	


*International Accounting Standards

+International Standards on Auditing
34. Does the firm have a professional training manual, and is a copy provided to each professional staff member?

Indicate types of training and number of hours of training by staff category, provided by any affiliate firm over the last three years, as follows (attach a schedule if necessary):

	Staff Category


	Training Year/Total Hours

	
	In Country 


	Out of Country

	Partners/Associates
	
	

	Managers
	
	

	Supervisors
	
	

	Seniors
	
	

	Other professional staff
	
	


***

*The Implementing Partner is the entity responsible and accountable for managing a project, achieving project outputs, and for the effective use of UNDP resources. The Implementing Partner may enter into agreements with other organisations or entities to assist in successfully delivering project outputs. Possible Implementing Partners include government institutions, other eligible UN agencies, UNDP, and eligible NGOs. 

