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REQUEST FOR PROPOSAL (RFP)
(For Low-Valued Services)

NAME & ADDRESS OF FIRM DATE: May 22, 2018

REFERENCE: RFP-China-001

Dear Sir / Madam:

We kindly request you to submit your Proposal for Annual Audit of UNDP NIM {National
Implementation) Projects.

Please be guided by the form attached hereto as Annex 2, in preparing your Proposal.

Proposals may be submitted on or before 10AM, Monday, May 28, 2018and via email, courier
mail or fax to the address below:

United Nations Development Programme
No2, Liangmahe Nanlu, Beijing
Procurement Assistant
bids.china@undp.org

Your Proposal must be expressed in the English, and valid for a minimum period of 90 days.

In the course of preparing your Proposal, it shall remain your responsibility to ensure that it
reaches the address above on or before the deadline. Proposals that are received by UNDP after the
deadline indicated above, for whatever reason, shall not be considered for evaluation. If you are
submitting your Proposal by email, kindly ensure that they are signed and in the .pdf format, and free
from any virus ar corrupted files.

Services proposed shall be reviewed and evaluated based on completeness and compliance of
the Proposal and responsiveness with the requirements of the RFP and all other annexes providing
details of UNDP requirements.

The Proposal that complies with all of the requirements, meets all the evaluation criteria and
offers the best value for money shall be selected and awarded the contract. Any offer that does not
meet the requirements shall be rejected.



Any discrepancy between the unit price and the total price shall be re-computed by UNDP, and
the unit price shall prevail and the total price shall be corrected. If the Service Provider does not accept
the final price based on UNDP’s re-computation and correction of errors, its Proposal will be rejected.

Nao price variation due to escalation, inflation, fluctuation in exchange rates, or any other
market factors shall be accepted by UNDP after it has received the Proposal. At the time of Award of
Contract or Purchase Order, UNDP reserves the right to vary {increase or decrease) the guantity of
services and/or goods, by up to a maximum twenty five per cent (25%) of the total offer, without any
change in the unit price or other terms and conditions.

Any Contract or Purchase Order that will be issuted as a result of this RFP shall be subject to the
General Terms and Conditions attached hereto. The mere act of submission of a Proposal implies that
the Service Provider accepts without guestion the General Terms and Conditions of UNDP, herein
attached as Annex 3.

Please be advised that UNDP is not bound to accept any Proposal, nor award a contract or
Purchase Order, nor be responsible for any costs associated with a Service Providers preparation and
submission of a Proposal, regardless of the outcome or the manner of conducting the selection process.

UNDP’s vendor protest procedure is intended to afford an opportunity to appeal for persons or
firms not awarded a Purchase Order or Contract in a competitive procurement process. In the event
that you believe you have not been fairly treated, you can find detailed information about vendor
protest procedures in the following link:
http://www.undp.org/content/undp/en/home/operations/procurement/protestandsanctions/

UNDP encourages every prospective Service Provider to prevent and avoid conflicts of interest,
by disclosing to UNDP if you, or any of your affiliates or personnel, were involved in the preparation of
the requirements, design, cost estimates, and other information used in this RFP.

UNDP implements a zero tolerance on fraud and other proscribed practices, and is committed
to preventing, identifying and addressing all such acts and practices against UNDP, as well as third
parties involved in UNDP activities. UNDP expects its Service Providers to adhere to the UN Supplier
Code of Conduct found in this link : http://www.un.org/depts/ptd/pdf/conduct english.odf

Thank you and we look forward to receiving your Proposal.
Sincerely yours,

Ge Yunyan ’\/

Operations Manager
5/22/2018



Annex1

Description of Requirements

Brief Description of the
Required Services!

Annual Audit of UNDP NIM (National Implementation} Projects.

List and Description of
Expected Outputs to be
Delivered

Please find detailed requirements in Terms of References in Annex 3

Person to Supervise the
Work/Performance of the
Service Provider

Finance Associate

Frequency of Reporting

Draft audit report and final audit report are required.

Progress Reporting
Requirements

Location of work

Exact Address of the project sites

Expected duration of work

5 weeks

Target start date

1June 2018

Latest completion date

29 lune 2018

Travels Expected

Brief Description
Destination/s | Estimated of Purpose of the | Target
Duration Travel Date/s
Hainan 2 days Audit TBC
Altai 2 days Audit TBC

Implementation Schedule
indicating breakdown and
timing of activities/sub-
activities

Required

Names and curriculum
vitae of individuals who
will be involved in
completing the services

Required

Currency of Proposal

Local Currency, Chinese Yuan

Value Added Tax on Price
Proposal?

must be inclusive of VAT and other applicable indirect taxes

Validity Period of Proposals
{Counting for the last day
of submission of quotes)

90 days

In exceptional circumstances, UNDP may regquest the Proposer to
extend the validity of the Proposal beyond what has been initially

v A detailed TOR may be attached if the information listed in this Annex is not sufficient to fully describe the
nature of the work and other details of the requirements.
2 VAT exemption status varies from one country to another. Pls. check whatever is applicable to the UNDP

CO/BU requiring the service,
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indicated in this RFP. The Proposal shall then confirm the extension
in writing, without any modification whatsoever on the Proposal.

Partial Quotes

Not permitted

Payment Terms®

Qutputs Percentage Timing Condition for

Payment Release
Draft audit | 50% TBC Within thirty (30) days
report from the date of
Final audit | 50% TBC meeting the foliowing
report conditions:

a) UNDP’s written
acceptance {i.e.,
not mere receipt)
of the quality of
the outputs; and

b) Receipt of invoice
from the Service
Provider,

Person(s) to
review/inspect/ approve
outputs/completed
services and authorize the
disbursement of payment

Finance Associate

Type of Contract to be
Signed

Contract for Services or Goods

Criteria for Contract Award

Highest Combined Score (based on the 70% technical offer and
30% price weight distribution)
Full acceptance of the UNDP Contract General Terms and

Conditions {(GTC). This is a mandatory criteria and cannot be deleted
regardiess of the nature of services required. Non acceptance of the
GTC may be grounds for the rejection of the Proposal.

Criteria for the Assessment
of Proposal

Technical Proposal (70%)

Expertise of the Firm 20%

Methodology, [ts Appropriateness to the Condition and Timeliness
of the Implementation Plan 50%

Management Structure and Qualification of Key Personnel 30%

Financial Proposal (30%)

3 UNDP preference is not to pay any amount in advance upon signing of contract. If the Service Provider strictly
requires payment in advance, it will be limited only up to 20% of the total price quoted. For any higher
percentage, or any amouni advanced exceeding $30,000, UNDP shall require the Service Provider fo submit a
bank guarantee or bank cheque payable to UNDP, in the same amount as the payment advanced by UNDP to the

Service Provider.
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To be computed as a ratio of the Proposal’s offer to the lowest price
among the proposals received by UNDP.

UNDP will award the
contract to:

One and only one Service Provider

Annexes to this RFP*

Form for Submission of Proposal (Annex 2)
Detailed TOR (Annex 3)

General Terms and Conditions / Special Conditions {Annex 4)

Contact Person for
Inguiries
(Written inquiries only)®

XIAQYi
Procurement Assistant
bids.china@undp.org

Any delay in UNDP's response shall be not used as a reason for
extending the deadline for submission, unless UNDP determines that
such an extensicn is necessary and communicates a new deadline to
the Proposers.

Other Infermation [pfs.
specify]

* Where the information is available in the web, a URL for the information may simply be provided.
* This contact person and addvess is officially designated by UNDP. If inguiries are sent to other person/s or
address/es, even if they are UNDP staff, UNDP shall have no obligation to respond nor can UNDP confirm that

the query was received.
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Annex 2

FORM FOR SUBMITTING SERVICE PROVIDER’S PROPOSAL®

{This Form must be submitted only using the Service Provider’s Official Letterhead/Stationery’)

[insert: Location].
[insert: Date]

To: [insert: Name and Address of UNDP focal point]

Dear Sir/Madam:

We, the undersigned, hereby offer to render the following services to UNDP in
conformity with the requirements defined in the RFP dated [specify date] , and all of its
attachments, as well as the provisions of the UNDP General Contract Terms and Conditions :

A, Qualifications of the Service Provider

a)
b)
¢)
d)
e)

7

The Service Provider must describe and explain how and why they are the best entity that can deliver the
requirements of UNDP by indicating the following :

Profile — describing the nature of business, field of expertise, licenses, certifications, accreditations;
Business Licenses — Registration Papers, Tax Payment Certification, etc.

Latest Audited Financigl Statement — income statement and balance sheet to indicate its financial
stability, liguidity, credit standing, and market reputation, etc. ;

Track Record - list of clients for similar services as those required by UNDP, indicating description of
contract scope, contract duration, contract value, contact references;

Certificates and Accreditation — including Quality Certificates, Patent Registrations, Environmental
Sustainability Certificates, etc.

Written Self-Declaration that the company is nof in the UN Security Council 1267/1989 List, UN
Procurement Division List or Other UN Ineligibility List.

B. Proposed Methodology for the Completion of Services

The Service Provider must describe how it will address/deliver the demands of the RFP; providing a detailed
description of the essential performance characteristics, reporting conditions and guality assurance
mechanisms that will be put in place, while demonstrating that the proposed methodology will be
appropriate to the local conditions and context of the work.

8 This serves as a guide to the Service Provider in preparing the Proposal.
7 Official Letterhead/Stationery must indicate contact details — addresses, email, phone and fax numbers — for
verification purposes
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C. Qualifications of Key Personnel

If required by the RFP, the Service Provider must provide:

a) Names and qualifications of the key personnel that will perform the services indicating who is Team
Leader, who are supporting, etc.;

b) CVs demonstrating qualifications must be submitted if required by the RFE; and

c) Written confirmation from each personnel that they are available for the entire duration of the
contract.

D.  CostBreakdown:
a) Fixed amount for Auditing Service:

The Proposers are requested to provide a total fix amount for auditing service and preparation of the
audit reports. Please provide breakdown for each deliverable based on the following format. UNDP
shall use the cost breakdown for the price reasonability assessment purposes as well as the
calculation of price in the event that both parties have agreed to add new deliverables t¢ the scope of
Services.

Description of Activity Remuneration per | Total Period of No. of Total Rate for
Unit of Time (e.g., | Engagement | Personnel | the Period
day, month, etc.)

[. Personnel Services

1. Services from Home Office

a. Expertise 1

b. Expertise 2

2. Services from Fleld Offices

a. Expertise 1l

b. Expertise 2

{l. Out of Pocket Expenses

1. Communications

2. Reproduction

3. Any Others cost necessary

Grand total of fixed
amount/RMB

b) Average travel cost to project site

As some of NIM projects are located in other cities, during the auditing period, domestic
travel to the field may be necessary. The number of travel to project locations should be
based on audit need. Hence the contractor should provide UNDP the justifications for
necessary travel to the project fields. Such justifications must be logical and reasonable with
detailed auditing items. UNDP then in consultation with the implementing partners shall
assess the request and authorize travel based on the need.



Two field travels might be conducted. In this connection, for the purpose of financial

assessment and price comparison in the evaluation process, UNDP will use this figure to
calculate travel cost.

The Proposers are requested to use below table and quote an average domestic travel cost
per person and a grant total:

Unit price on average | Two person in pair Assume 2 Estimated Grand
domestic travel cost | for auditing service | days are travel times | total/RMB
including ticket and according to needed for a
accommaodation per { industrial standard | travel
person/RMB

2 persons 2 days 2 times

[Name and Signature of the Service Provider’s
Authorized Person]

[Designation]

[Date]



Annex 3

United Nations Development Programme
Office of Audit and Investigations

TERMS OF REFERENCE FOR HACT
FINANCIAL AUDITS
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INTRODUCTION

Throughout this document the term "implementing partner” is used to refer to the institution
designated to manage the project. Where the project is nationally implemented (NIM), this will refer to
a government institution. Where the project is NGO executed, this will refer to an NGO. The term
"government coordinating authority” refers to the government institution, which is the official UNDP
counterpart.

This specimen Terms of Reference (TOR) is intended to provide guidance to UNDP country offices
and to the government implementing partners {IPs) (or NGOs) in agreeing to the terms of reference
for the audit of projects managed by governments (or NGOs). These audits are under the responsibility
of the UNDP country office.

This specimen TOR highlights requirements in the audit services required (Part E and Annex 1) as well
as areas to be covered in the audit report and management letter (Part F and Annex 3), as follows:

* Auditors must certify, express an opinion, and guantify the Net Financial Misstatement
(NFM) on each of the following;

(i} UNDP Statement of Expenses - the Combined Delivery Report (CDR) - for the period
1 January to 31 December 2017

(ii) Statement of Cash Position reported by the project as at 31 December 2017

(i} Statement of Assets and Equipment as at 31 December 2017

= Auditors must indicate the risks associated with their findings and provide a categoerization by
risk:
High, Medium, or Low.

* Auditors must provide the monetary value of the NFM of the qualification if the audit opinion on
the CDR is Qualified, Adverse or Disclaimer.

Follow-up to resolve Audit Observations

1. The United Nations Board of Auditors (UN BoA) has commented on the NGO/NIM audit results
and the cases where they noted a lack of conclusive actions to properly address an audit qualification in
the previous year audit and the related NFM. They also commented on the recurrence of the same
significant audit issues in the same projects without being duly resolved. This is unacceptable and
country offices must ensure adequate and direct action is taken to prevent the same deficiencies from
recurring in the future. If further guidance is needed, country offices should contact OAl, Special
Assignments Section or the respective OAl Regional Audit Centre,

A Critical Audit Requirement

2. Following the International Standards on Auditing (ISA 450 and ISA 710), there is a requirement
regarding a previous year modified audit opinion.® This audit standard requires that auditors, when
expressing an opinion on this year's statements, take into account the possible effect of a prior year
modified opinion that has not been properly corrected or resolved.

3. Consequently, a previous year modified opinion that has not been properly resolved may cause
the auditors to issue a modified opinion in their current year audit report. If proper attention is not paid to
this aspect, the risk could be a significant accumulation of unresclved modified opinions from previous
years that would lead the UN BoA to issue a modified audit opinion on UNDP financial statements.
{Refer to Annex 5)

4. Country offices (COs) must ensure the audit services are adequately covered as specified in
the present TOR and CDRs are duly certified by the implementing partners and auditors and signed
by UNDP CO management and attached to the audit reports; the same applies for the Statement of
Cash Position (cash and bank balances of the project) and Statement of Assets and Equipment. If the
project does not hold any assets or equipment or there is no cash at hand or bank account, the
auditors must clearly indicate this in the opinion page and certify it.

& A “modified” audit opinion means either a qualified opinion, a disclaimer of opirion or an adverse opinion.
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Annex a provides the audit services required and standard scope of audit.

Annex b describes the qualifications of an auditor and may help in the process of
selecting auditors.

Note: Where the TOR is being supplied to a short list of firms as part of a request
for proposals (RFP) and the firms short listed have been pre-qualified, then the list
of qualifications would not be needed.

Annex ¢ is a sample audit report that needs to be submitted by the auditor (ISA 705, 708).
A management letter ngeds to be attached fo the audit report.

Annexd provides a definition of audit opinions (ISA 700).

Annexe provides guidance on Reporting Prior Year Modified opinion not corrected (ISA 450
and 710).

Annexf defines the three risk categories of audit observations and recommendations.

Annexg provides a template sample of certified prior year updated action plan (FY2018)
that needs to be uploaded in CARDS.

Annexh provides a template for audit data and observations for FY2017 audits that
auditors need fo submit and the CO copy paste in CARDS the information.

Annex i provides guidance on formulating audit observations and recommendations.

Annexj provides guidance on Audit Materiality (ISA 320 and 450).

What follows is the proposed structure with guidance on the contents of the TOR that need
to be communicated to the auditors by the UNDP country office.

A. Background

The background section of the TOR should include a broad description of the project(s) in the context of
its contribution to achieving the goals of the government entity. The auditor should understand the
"purpose for which the funds are intended" in the context of project objectives as well as in terms of the
specific budget for the project. It should include a general description of the roles of UNDP, the
government entity, and the implementing partner with respect to the management and oversight of the
project.

This section should indicate that the TOR is directed to the audit of UNDP financial statements, which
are referred to as Combined Delivery Reports (CDR).

Finally, the section should include the list of projects identified for auditing.
B. Project Management

This section should contain a description of the government entity and the implementing partner
including the physical address, phone numbers, fax numbers, websites and general e-mail addresses.
Other details would include:

*  An organization chart

A list of senior officers together with their contact details

* A list of the contact persons responsible for accounting, financial management and
internal audit together with phone numbers and email addresses

* A description of the project including the project budget by major expenses categories
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and the sources of all funding for the project.

C. Consultations with concerned parties

This section should describe the requirements for consultations. For example, prior to the start of audit
work the auditor will be required to consuit with the UNDP country office, the government counterpart,
and the implementing partner for each project. Further, upon completion of the draft audit report and
management letter, the auditor will be required to meet with the UNDP country office and the
government entity coordinating authority to debrief them on its major findings from the audit and its
recommendations for future improvements as well as to seek their feedback thereon.

D. Description of Financial Reports (UNDP CDR) to be audited

This section should include a description of the CDR and supporting schedules (see below). The
country office should also include the Statement of Cash Position and the Statement of Assets and
Equipment, with year-end inventory listing and a description of the inventory.

Description of the Combined Delivery Report and Supporting Schedules

The report to be audited is referred to as the Combined Delivery Report (CDR). This report is prepared
by UNDP, using an in-house accounting software package called ATLAS. The CDR serves as the
official financial statement that must be certified by the auditors. Project financial statements, if
certified, must reconcile to the expenses appearing in the CDR and must be attached to the audit
report. As described in more detail below, the CDR combines expenses from three disbursement
sources for a calendar year. Refer to the section below on changes to the CDR since the adoption of
the International Public Sector Accounting Standards (IPSAS) by UNDP effective 1 January 2012. The
three disbursement sources include:

1. Implementing partner (either Government or NGO)

UNDP procedures require that where funds are advanced to the executing agency, the agency
must submit to the UNDP country office, on a quarterly basis, a financial report including: (1)
the status of the advance; (2) a list of the disbursements made since the previous financial
report; and (3) a request for a new advance. The UNDP country office enters the
dishursements in ATLAS through the year as the financial reports are received. These
implementing partner disbursements are recorded in the Government expenses column in the
CDR.

2. UNDP (country office, headguarters and other country offices)

Disbursements made by UNDP from its own bank accounts are entered in ATLAS by the
UNDP country office. These UNDP disbursements are recorded in the UNDP expenss column
in the CDR. These disbursements may be classified as either direct payments or UNDP
support services. This distinction, while very important for audit purposes, is not apparent from
the CDR and can only be provided by the UNDP country office as a supporting schedule. A
brief description of each category is provided below.

a) Direct Payments - This is where the implementing partner is responsible for the expenses
but requested UNDP to effect payment to the vender/consultant on its behalf. The
implementing partner is accountable for the disbursement and maintains all supporting
documentation.

UNDP simply effects payments on the basis of properly authorized requests and gives
the implementing partner a copy of the related disbursement voucher as evidence that
payment was made,

b) UNDP Support Services - This is where the government and UNDP have agreed that
UNDP will provide support services to the project and signed a Letter of Agreement.
These support services must be described in the Letter of Agreement (LOA). UNDP is
fully responsible and accountable for these expenses and, accordingly, maintains all
supporting documentation for the disbursement. These expenses are ouiside the scope of
audit and, therefore, will not be reviewed by the auditors. This scope limitation should not
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be used as a reason for issuing a qualified audit opinion on the CDR. Where there is no
signed Letter of Agreement for UNDP Support Services or a Country Programme Action
Plan (CPAP) with the respective clauses of the LOA for UNDP Support Services, the audit
should also cover the UNDP expenses under CO support. The CO must include this
information in the TOR/contract for the auditors.

3. UN agencies

The UN agency reports its expenses to UNDP and to the government. The UNDP country
office enters the expenses in ATLAS. These UN agency expenses are recorded in the UN
agencies expense column in the CDR. Note: Any expenses under this column are outside
the auditors’ scope of audit. UN entities are audited under their own audit arrangement,
following the ‘Single Audit’ principle and are not covered by UNDP’s audit regime.

At the end of the year, after receiving the fourth quarter financial report from the implementing partner
and the year-end expense report from the UN agency, UNDP prepares the CDR and submits it to the
implementing partner for signature. UNDP will provide the auditor with the signed CDR together with
the following supporting documentation.

1. The guarterly financial reports submitted by the implementing partner.

2. Alist of the direct payments processed by UNDP at the request of the implementing partner.

3. Alist of the disbursement made by UNDP as part of support services provided to the
implementing partner.

4. The UN agency expenses statement for the year.

5. Relevant financial reports that show the expenses of Global Fund sub-recipients for the
year which need to be reconciled fo the CDR expenses.

6. Letter of Agreement for UNDP support services signed between UNDP and the
Government {or CPAP with relevant clauses regarding UNDP support services).

7. Relevant financial reports that show expenses of UNDP CO support, if there is no Letter
of Agreement.

Note: With the adoption of the International Public Sector Accounting Standards (IPSAS) by
UNDP effective 1 January 2012, the CDR is now prepared in two sections; the first section
containing the total expense information as explained above (by Implementing Partner, UNDP
and UN Agencies) and the second section showing the following information:

Outstanding NEX advances
Un-depreciated Fixed Assets
Inventory

Prepayments

Commitmenis

In addition to the verification of the total project expense reflected in the CDR, the auditors will
be responsible for validating certain areas of the information appearing in the Funds Control
section of the CDR as shown above.

Outstanding NEX advances — If there is an amount appearing under this category, the auditors
should reconcile it to the cash at hand at the project level. In principle, this amount should
represent the balance of any advances transferred to the implementing partner minus the total
expenses reported in the quarterly financial reports submitted by the implementing partner to
UNDP.

Un-depreciated Fixed Assets — There could be cases where fixed assets that belong to or are
used by the project are under UNDP’s control (i.e. in situations where UNDP is providing
support services to the project and there is no signed Letter of Agreement, as an example). If
there is an amount appearing on the CDR under this category, the auditors should investigate
and determine that these assets are project related or not and, if project related, should perform
the same audit procedures to validate the assets as those undertaken for the certification of the
Statement of Assets and Equipment. Please refer to the Programme and Operations Policies
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and Procedures (POPP) section on “Administrative Services/Asset Management/Property Plan
and Equipment/Furniture and Equipment Acquisition and Maintenance™ for information
regarding the custody/control/ownership of assets.

inventory — Similar to the case of Un-depreciated Fixed Assets, there may be situations where
certain items of inventory that were acquired for the project are temporarily under UNDP’s
controlicustody. If there is an amount under this category, the auditors should determine the
hature of the inventory and whether or not it is intended for the project. If it is determined that
the inventory is project related, then the same audit procedures fort the certification of the
Statement of Assets and Equipment should be applied. Please refer to the aforementioned
section of the POPP on asset management as well as the section on “Financial
Resources/Inventory Management” for additional guidance as necessary.

Prepayments — The auditors should validate any amount appearing under this category, i.e.
determine what it represents and if it is in any way project related.

Commitments — Any amounts appearing under this category would be provided for
informational purposes only and, therefore, the auditors would not be required to undertake any
audit procedures related to the verification or validation of same.

E. Audit Services Required

The scope of the audit services required should be sufficiently clear to properly define what is
expected of the auditor but not in any way that restricts the audit procedures or techniques the
auditor may wish to use to form an opinion. it should specify at least the following:

= A definition of the entity or the portion of an entity that is subject to audit. This will normally be
the project office whether located within a government department or in a separate location.

= That the audit will be carried out in accordance with either ISA® or INTOSAI'® auditing
standards.

* That the audit period is 1 January to 31 December of the year YYYY.

* That the scope of the audit is limited to the implementing partner expenses, which are defined
as including: (1) all disbursements listed in the quarterly financial reports submitted by the
implementing partner; and (2) the direct payments processed by UNDP at the request of the
implementing partner.

»  That the auditor is required to verify the mathematical accuracy of the CDR by ensuring that
the expenses described in the supporting documentation {the quarterly financial reports, the list
of direct payments processed by UNDP at the request of the government) are reconciled to the
expenses, by disbursing source, in the CDR,

*  That the auditor is required to state in the audit report the amount of expenses excluded from
the scope of the audit because they were made by UNDP as part of direct support services
and the amount of total expenses excluded because thay were made by a UN agency. This
scope limitation is not a valid reason for the auditors to issue a qualified audit opinion on the
CDR.

* That the auditor is required to state in the audit report if the audit was not in conformity with any
of the above and indicate the alternative standards or procedures followed.

= That the auditor is required fo express an opinion as to the overall financial situation of the
project for the period 1 January to 31 December YYYY and will certify:

1. The Statement of Expenses (CDR) for the period from 1 January to 31 December YYYY;

2. The Statement of Cash Position (cash and bank balances of the project) reported by
the project as at 31 December YYYY; and

3. The Statement of Assets and Equipment held by the project as at 31 December YYYY.

That the auditor is required to, as applicable, report in menetary value, the net financial

“ - International Standards on Auditing (ISA) published by the International Auditing and Assurance Standards Board of the
International Federation of Accountants
'% Internaticnal Qrganization of Supreme Audit Institutions
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misstatement of any modified audit opinion (modified opinions can be qualified, adverse, or
disclaimer) on the Statement of Expenses (CDR) where applicable. This should also include
prior year non resolved NFM.

=  That the auditor/audit firm is required to submit a draft audit report by dd/mm/yyyy and a
final signed audit report with signed UNDP statements by dd/mm/yyyy___.

Note: Audit opinions must be one of the following: (a) unmodified, {b) qualified, (c) adverse, or (d)
disclaimer. If the audit opinion is other than “unmodified”, the audit report must describe both the
nature and amount of the possible effects on the financial statements.

The report should also make a reference to the section of the management letter with regard to the
related audit observation number and the action taken or planned to be taken to address and
conclusively correct the issues underlying the qualification. A definition of audit opinions is provided
| inAnnex 4

F. The Audit Report and Management Letter

The TOR should clearly indicate the expected contents of the audit report and managsment
letter and the topics/areas to be covered by the auditors.

Audit Report - VERY IMPORTANT

The audit report should clearly indicate the auditor's opinion (Refer to Annex 3 for a sample
Audit Report). This would include at least the following:

= That it is a special purpose and confidential report

= The audit standards that were applied (ISAs, or national standards that comply with ong of
the ISAs in all material respects)

*  The period covered by the audit opinion

= The amount of expenses audited

= The amount of the net financial misstatement of the modified audit opinion on the CDR, if

modified

= The reason(s) resulting in the issuance of a modified audit apinion, qualified, adverse or
disclaimer of opinion (the reason(s) must be also included in the management letter as an
audit observation(s))

» The scope limitation {description and value) for those transactions that are the
responsibility of UNDP (as part of direct CO support services to NIM) or a UN agency.
Important to note: Such scope limitation should not be reason for a gualified audit opinion
as such transactions would be, in general, excluded from the audit scope

*  Whether the UNDP CDR - for the period from 1 January to 31 December YYYY [year] is
adequately and fairly presented and whether the disbursements are made in accordance
with the purpose for which funds have been allocated to the project.

(a} A Financial Audit to express an opinion on the project’s financial statements that includes:

« Expression of an opinion on whether the statement of expenses presents fairly the
expense incurred by the project over a specified period in accordance with agreed
upon accounting policies and that the expenses incurred were: {i) in conformity with
the approved project budgets; (i) for the approved purposes of the project; (iii} in
compliance with the relevant regulations and rules, policies and procedures of the
Government or UNDP; and (iv} supported by properly approved vouchers and other
supporting documents. The CDR is the mandatory and official statement of
expenses to be certified. Other forms of statement of expenses that may be
prepared by a project office are not accepted.

s Whether the result of the prior year's audits resulting in modified audit opinions on
the CDR had conclusive actions to properly address an audit qualification in the
previous year audit and the related NFM. If there is a lack of conclusive actions, the
auditors must take into account the possible effect of a prior year madified opinion
that has not been properly corrected or resolved.
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Note: Consequently, a previous year modified opinion that has not been properly
resolved may cause the auditors to issue a modified opinion in their current year audit
report. If proper attention is not paid to this aspect, the risk could be a significant
accumulation of unresolved modified opinions from previous years.

s Expression of an opinion on the value and existence of the project’s statement of
assets and equipment as at a given date. This statement must include all assets and
equipment available as at 31 December 2017, and not only those purchased in a
given period. Where a project does not have any assets or equipment, it will not be
hecessary to express such an opinion; however, this should be disclosed in the audit
report.

+ Express an opinion on the value and existence of the cash held by the project as at
a given date, i.e. 31 December 2017. The Audit Firm is required to express and
opinion on the Statement of Cash Position where a dedicated bank account for the
project has been established and/or the project holds petty cash. Where the project
does not hold any cash, this should be disclosed in the audit report.

The Financial Audit will be conducted in accordance with International Standards on Auditing (ISA).

{b) An audit to assess and express an opinion on the project’s internal controls and systems.

The deliverable will be an audit report similar to a long form management letter that covers
the internal confrol weaknesses identified and the audit recommendations to address them.

The management letter should be attached to the audit report and cover the following fopics/issues.

» A general review of a project’s progress and timeliness in relation to progress
milestones and the planned completion date, both of which should be stated in the
project document or Annual Work Plan (AWP}. This is not intended to address whether
there has been compliance with specific covenants relating fo specific performance
criteria or outputs. However, general compliance with broad covenants such as
implementing the project with economy and efficiency might be commented upon but not
with the legal force of an audit opinion.

= An assessment of a project's internal control system with equal emphasis on: (i) the
effectiveness of the system in providing the project management with useful and timely
information for the proper management of the project; and (i) the general effectiveness
of the internal control system in protecting the assets and resources of the project.

» A description of any specific internal control weaknesses noted in the financial
management of the project and the audit procedures followed to address or

compensate for the weaknesses. Recommendations to resolve/eliminate the internal
control weaknesses noted should be included.

The audit of internal controls and systems will be conducted in accordance with the
International Standards on Auditing {ISA).

The management letter should also include the following:
= Audit observations/recommendations (guidelines in Annex 9)

= The categorization of audit observations by risk severity: High, Medium, or Low.
Definitions of these categories are given in Annex 6.

»  Management comments/response to audit ohservations and recommendations (project
management and/or UNDP, as applicable).

» |ndication of observations that affect the audit opinion {(when qualified, adverse or
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disclaimer of opinion is given).
More detailed guidance for the above general categories is provided below.

Review of project progress

As part of the general review of project progress, specific steps could include the following:

» Review annual and quarterly work plans, quarterly and annual financial reports, and
requests for direct payments and assess in terms of their timeliness and their compliance
with the project document or the AWP, and the UNDP Programme Operations Policies and
Procedures (POPP) on Results Management.

*  Review the annual project report prepared by the implementing partner and assess in terms
of compliance with UNDP guidelines and whether the implementing partner met its
responsibilities for monitoring described in the project document or AWP.

= Review whether the decisions and/or recommendations of the above activities have been
followed through by the implementing partner.

» Review the pace of project progress and comment on the causes for delays.

=  Comment on whether implementation services of the UN Agency were provided in line with
the project document or AWP.

Assessment of infernal control

The auditor is required to conduct a general assessment of internal controls according to
established internal control standards. An example of established internal control standards and
further information is available on the INTOSAI site www.intosai.org (Guidefines for Internal Control
Standards). The INTOSAI standards are intended for use by government managers as a
framewaork to establish effective internal control structures.

In addition to the above general assessment, additional specific steps should include the following:

*= Review the expenses made by the implementing partner and assess whether they are in
accordance with the project document, AWP and budgets; and are in compliance with the
UNDP POPP on Results and Accountability.

» Review the process for procurement/contracting activities and assess whether it was
transparent and competitive.

»  Review the use, control and disposal of non-expendable equipment and assess whether it is
in compliance with UNDP POPP on Results and Accountability; and also whether the
equipment procured met the identified needs and whether its use was in line with intended
purposes.

»  Review the process for recruiting project personnel and consultants and assess whether it
was transparent and competitive.

= Review the implementing partner accounting records and assess their adequacy for
maintaining accurate and complete records of receipts and disbursements of cash; and for
supporting the preparation of the quarterly financial report.

* Review the records of requests for direct payments and ensure that they were signed by
authorized government officials.

Recommendations for improvement

Recommendations should be directed to a specific entity so there is no confusion regarding
who is responsible for implementation. The response of the entity should be included in the
management letter, immediately following the recommendation.

Also, the auditor may wish to comment on “good practices” (if any) that were developed by the
implementing partner that should be shared with other project personnel.
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Available Facilities and Right of Access

There should be a description of the nature and the location of all records belonging to the
project. This list should specify those records kept at the implementing partner's headquarters
and those that are located at other offices.

The TOR should state that the auditor would have full and complete access at any time to all
records and documents (including books of account, legat agreements, minutes of committee
meetings, bank records, invoices and contracts, etc.) and all employees of the entity. The
auditor should be advised that he/she has a right of access to banks, consultants, contractors
and other persons or firms engaged by the project management. If an auditor may not have
unrestricted access to any records, persen or location during the course of the audit, this
restriction should be clearly defined, with reasons, in the TOR.

14



ANNEX a: AUDIT SERVICES REQUIRED

The scope of audit services shall be in accordance with International Standards on Auditing (ISA) and
cover the overall management of the project’s implementation, monitoring and supervision. The audit
work should include the review of work plans, progress reports, project resources, project budgets,
project expenses, project delivery, recruitment, operational and financial closing of projects (if
applicable) and disposal or transfer of assets. To this effect, the scope of the audit shall cover the
following areas as they are performed at the level of the project:

Human resources

The audit work shall cover the competitiveness, transparency and effectiveness of the recruitment and
hiring of personnel and inciude performance appraisal, attendance control, calculation of salaries and
entitlements, payroll preparation and payment, and management of personne! records.

Finance

The audit work shall cover the adequacy of the accounting and financial operations and reporting
systems. These include budget control, cash management, certification and approving authority, receipt
of funds, and disbursement of funds, recording of all financial transactions in expense reports, records
maintenance and control.

Procurement

The audit work shall cover the competitiveness, transparency and effectiveness of the procurement
activities of the project in order to ensure that the equipment and services purchased meet the
requirement of either the government {or NGO) or UNDP and include the following:

*  As applicable, delegations of authorities, procurement thresholds, call for bids and proposals,
evaluation of bids and proposals and approval/signature of contracts and purchase orders

* Receiving and inspection procedures to determine the conformity of equipment with the agreed
specifications and, when applicable, the use of independent experts to inspect the delivery of
highly technical and expensive eqguipment

*  Evaluation of the procedures established to mitigate the risk of purchasing equipment that do
not meet specifications or is later proven to be defective

=  Management and control over the variation orders
The audit work in the area of procurement shall also cover the use of consulting firms and the
adequacy of procedures to obtain fully gualified and experienced personnel and assessment of their
work before final payment is made.

Asset Management

The audit work shall cover equipment (typically vehicles and office equipment) purchased for use of the
project. The procedures for receipt, storage, and disposal shall also be reviewed.

Cash Management

The audit work shall cover all cash funds held by the project and review procedures for safeguarding of
cash.

General Administration

The audit work shall cover travel activities, vehicle management, shipping services, office premises and
lease management, office communications and IT systems, and records maintenance.

Note. The above scope shall cover those transactions performed at the level of the project to
include direct payments made by the UNDP country office at the request of the project.
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Scope Limitation

Transactions/actions that are performed by the UNDP office at the request and on behalf of the project
(i.e. UNDP direct support services to NIM) where there is a signed Letter of Agreement {LOA) are not to
be included in the audit scope.

Important note: Such scope limitation should not be a reason for issuing a modified audit opinion by
the auditors. Flease refer to Section D.

Project List

NO. Output 1D [Ouiput Descr P Location JUNDP PM 2017 DeliveryUst
1| 96939 |Hydrogen Economy Pilot Praject CICETE B Zhang Weidong 2,766,933
2| 85703 |Sustalnable Biomass Model CICETE 8) Zhang Weldong 1,462,743
3 89534|wWater Govern Umbrella CICETE 1] ZhangWeidong 535,77
4 87905 |Tralnlng and Legal Research CICETE |EJ ZhangSujuan 130,871
5 47231 |Inclusive Financial Sectar CICETE IBJ Xu Qing 338,651
6 101471[Capacity Building in CICETE CICETE 5] Li Liping 87,005
7 94723 Ethnic Women?E?s Entrepr.; Jala__ [CICETE [B: Li Liping 199,204
g 105799 | IPRCC-Phasa Il CICETE Bl Li Liping 119,611
3 94618|DRR/CCA in Central Asia CICETE Bl Zhang Sujuan 487,156
10 25242]Innavations in Public Sector CICETE BJ LiLiping 494,785 . s
the sudit should cover 2015 and 2016 delivary sinte the project
will be closed In 2018: 2015 for 589,543, 2016 158,055, hence
11 $1886|Fog and Haze Project CICETE Bl Zhang Weidong 283,373 |iotal $536,977 to be audited.
13 £4186|Weiland PA- Halnan Forasiry D2pt Halnan Provinca |Halkou  |Ma Chaode 546,579
13 84238\ Weiland PA- Altal; Xinjtang Forastry Dept of Xinjiang Altal Ma Chaode 617,416
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ANNEX b: QUALIFICATIONS OF AN AUDITOR

If included as part of a Request for Proposal, this section will need to be modified to take into
consideration whether the firms invited to propose have already been pre-qualified.

The TOR should state that the auditor must be completely impartial and independent from all
aspects of management or financial interests in the entity being audited. The auditor should net,
during the period covered by the audit nor during the undertaking of the audit, be employed by,
serve as director for, or have any financial or close business relationships with any senior
participant in the management of the entity. It may be appropriate to remind an auditor of any
existing statutory requirements retating to independence and to require an auditor to disclose any
relationship that might possibly compromise histher independence.

The auditor should be experienced in applying either ISA or INTOSAI audit standards, whichever
is applicable for the audit. The auditer must employ adequate staff with appropriate professional
qualifications and suitable experience with ISA or INTOSAI standards, including experience in
auditing the accounts of entities comparable in size and complexity to the entity being audited.

Curriculum vitae (CVs) should be provided to the client by the principal of the firm of auditors who
would be responsible for signing the opinion, together with the CVs of managers, supervisors and
key personnel proposed as part of the audit team. It would be appropriate to indicate
required/minimum professional qualifications necessary for the senior auditors/principals
responsible for the audit. CVs should include details on audits carried out by the applicable staff,
including on-going assignments indicating capability and capacity to undertake the audit.
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ANNEX c¢: SAMPLE AUDIT REPORT

independent Auditor's report to:

The National Project Director and
The Resident Representative

. Sample Independent Auditor’s Report on Statement of Expenses (UNDP CDR)
REPORT OF THE INDEPENDENT AUDITORS TO UNDP [insert project name] (Refer to 1ISA 700)

We have audited the accompanying Statement of Expenses ("the statement”) of the project
[insert project and project number(s)), [insert official title of project] for the period [insert period
covered].

Opinion

Clean Opinion: Option 1: {Unmodified)

In our opinion, the attached statement of expenses presents fairly, in all material respects, the
expense of [insert amount in US$] incurred by the project [insert official title of project] for the
period [insert period covered] in accordance with agreed upon accounting policies [if needed
add - and the note to the statement] and were: (i) in conformity with the approved project
budgets; (ii) for the approved purposes of the project; (jii) in compliance with the relevant
UNDP regulations and rules, policies and procedures; and (iv) supported by properly approved
vouchers and other supporting documents.

Modified Opinions (Refer to ISA 705)
Option 2: (Qualified opinion)

In our opinion, except for the effects of the matter described in the Basis for opinion section of
our report, the attached statement of expenses presents fairly in all material respects the
expenses of [insert amount in US$] incurred by the project [insert official title of project] for the
period [insert period covered] in accordance with agreed upon accounting policies [if needed
add: and the note to the statement] and were: (i) in conformity with the approved project
budgets, (ii) for the approved purposes of the project; (iii) in compliance with the relevant
UNDP regulations and rules, policies and procedures; and (iv) supported by properly approved
vouchers and other supporting documents.

Option 3: (Adverse opinion)

In our opinion, based on the significance of the matter discussed in the Basis for opinion
section of our report, the statement of expenses do not present fairly the expenses of [insert
amount in US$] incurred by the project [insert official title of project] for the period from [insert
period covered].

Option 4: (Disclaimer of opinion)

We do not express an opinion on the accompanying statement of expenses. Because of the
significance of the maiter described in the Basis for opinion section of our report, we have not
been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion
on the statement of expenses of [insert amount in US$] incurred by the project [insert official
title of project] and audited by us for the period from [insert period covered].

Basis for opinion
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We conducted our audit in accordance with International Standards on Auditing {ISAs). Our
responsibilities under those provisions and standards are further described in the auditor's
responsibilities for the audit of the statement of expenses section of our report. We are
independent of UNDP in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled
our other ethical responsibilities in accordance with this code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basts for our opinion.

[Add here a description of the hasis for the qualified, adverse or disclaimer opinion]
Management responsibilities

Management is responsible for the preparation and fair presentation of the statement for
<namefiitle> project and for such internal control as management determines is necessary to
enable the preparation of a statement that is free from material misstatement, whether due to
fraud or error.

Auditor’'s responsibilities

Our objectives are o obtain reasonable assurance about whether the statement of expenses
is free from material misstatement, whether due to fraud or efror, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with 1ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected fo influence the
economic decisions of users taken on the basis of these documents.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the statement of expenses,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve coliusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

+ Obtain an understanding of infernal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the organization's internal control.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Emphasis of Matter [if applicable (Refer fo ISA 706)]
We draw attention to Note [X] to the accompanying statement of expenses which describes

the uncertainty related to the (insert the issue). Our opinion is not qualified in respect of this
matter.

Auditor's Name and Signature

Date of the auditor's report

Auditor's address
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. Sample Independent Auditor’s Opinion on Statement of Assets and Equipment (Refer
to ISA 700)

We have audited the accompanying statement of assets and equipment (“the statement”) of the
project number [insert project and project number{s)}, [insert official title of project] as at [insert
date].

Opinion

Clean Opinion: Option 1: (Unmodified)

In our opinion, the accompanying statement of assets and equipment presents fairly, in all
material respects, the assets and equipment status of the project [insert official title of project]
amounting to [insert amount in US$] as at xxxx [insert date] in accordance with agreed upon
accounting policies [if needed add: set out in the note to the statement].

Modified Opinions (Refer to ISA 705)
Option 2: {Qualified opinion)

in our opinion, except for the effects of the matter described in the Basis for opinion section of
our report, the accompanying statement of assets and equipment presents fairly, in all material
respects, the balance of inventory of the project [insert official title of project] amounting to
[insert amount in US$] as at xxxx [insert date] in accordance with agreed upon accounting
policies [if needed add: set out in the note to the statement].

Cption 3: (Adverse opinion)

In our opinion, because of the significance of the matter discussed in the Basis for opinion
section of our report, the accompanying statement of assets and equipment does not present
fairly the assets status of the project [insert official title of the project] amounting to [insert
amount in US$] as at xxox [insert date] in accordance with agreed upon accounting policies [if
needed add: set out in the note to the statement.

Option 4: (Disclaimer of opinion)

We do not express an opinion on the accompanying statement assets and equipment.
Because of the significance of the matter described in the Basis for opinion section of our
report, we have not been able to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on the statement of assets and equipment amounting to [insert amount in
US$] as at xxxx [insert date].

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those provisions and standards are further described in the auditor's
responsibilities for the audit of the statement of assets and equipment. We are independent of
UNDP in accordance with the International Ethics Standards Board of Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with this code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinign.

mdd here a description of the basis for the qualified, adverse or disclaimer opinion]
anagement responsibilities

Management is responsible for the preparation of the statement of assets and equipment of
the project, and for such internal control as management determings is necessary to enable
the preparation of a statement of assets and equipment that is free from material
misstatement, whether due to fraud or error.
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Auditor’s responsibilities for the audit

Our objectives are to obtain reasonable assurance about whether the statement of assets and
equipment is free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these documents.

As part of an audit in accordance with 1SAs, we exercise prefessional judgment and maintain
professional skepticism throughout the audit. We also:

» |dentify and assess the risks of material misstatement of the statement of assets and
equipment, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The rigk of not detecting a material misstatement resulting
from fraud is higher than for cne resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

»  QObtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the organization's interna! control.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Emphasis of Matter [if applicable (Refer to ISA 706)]

We draw attention to Note [X] to the accompanying statement of expenses which describes
the uncertainty related to the (insert the issue). Our opinion is not qualified in respect of this
matter.

Auditor's Name and Signature

Date of the auditor's report

Auditor's address
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. Sample Independent Auditor’'s Report on Statement of Cash Position (Statement of
Cash Position is required only if there is separate bank account for each of the projects and/or
petty cash) (Refer to ISA 700)

We have audited the accompanying statement of cash position (“the statement”) of the project
number [insert project and project number(s)), [insert official title of project] as at XXX.

Opinion

Clean Opinion: Opticn 1: (Unmaodified)

In our opinicn, the accompanying statement of cash position presents fairly, in all material
respects, the cash and bank balance of the project [insert official title of project] amounting to
[insert amount in US$] as at xxxx [insert date] in accordance with agreed upon accounting
policies [if needed add: set out in the note to the statement.

Modified Opinions (Refer to ISA 705)]
Option 2: (Qualified opinion)

In our opinion, except for the effects of the matter described in the Basis for opinion section of our
report, the accompanying statement of cash position presents fairly, in all material respects, the
cash and bank balance of the project [insert official title of project] amounting te [insert amount in
US$] as at xoow [insert date] in accordance with agreed upon accounting policies [if needed add:
set out in the note to the statement.

Option 3: (Adverse opinion)

In our opinion, because of the significance of the matter discussed in the Basis for opinion section
of our report, the accompanying statement of cash position does not present fairly the cash and
bank balance of the project [insert official fitle of project] amounting to [insert amount in US$] as at
xxxx [insert date] in accordance with agreed upon accounting policies [if needed add: set out in
the note to the statement.

Option 4. (Disclaimer of opinion)

We do not express an opinion on the accompanying statement of cash position. Because of the
significance of the matter described in the Basis for opinion section of our report, we have not
been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on
the statement of cash position amounting to [insert amount in US$] as at xoox [insert date].

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur
responsibilities under those provisions and standards are further described in the auditor's
responsibilities for the audit of the statement of cash position section of our report. We are
independent of UNDP in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled
our other ethical responsibilities in accordance with this code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

&Add here a description of the basis for the qualified, adverse or disclaimer opinion]
anagement responsibilities

Management is responsible for the preparation of the statement of cash position of the project,
and for such internal control as management determines is necessary to enable the preparation
of a statement of cash position that is free from material misstatement, whether due to fraud or
ervor.

Auditor’s responsibilities
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Our objectives are to obtain reasonable assurance about whether the statement of cash position
is free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expscted fo influence the
economic decisions of users taken on the basis of these documents.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the statement of cash position,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

»  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the organization’s internal control.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Emphasis of Matter [if applicable (Refer to ISA 706)]
We draw attention to Note X to the statement of cash position which describes the uncertainty
related to the (insert the issue). Qur opinion is not qualified in respect of this matter.

Auditor's Name and Signature

Date of the auditor's report

Auditor's address

Date of issuance:

AUDITOR'S NAME (Please print):

AUDITOR'S SIGNATURE:

STAMP AND SEAL OF AUDIT FIRM:

AUDIT FIRM ADDRESS:

AUDIT FIRM TEL. NO.

Note: Audit opinions must be one of the following: (a) unmodified, (b} qualified, (c) adverse, or (d)
disclaimer. If the audit opinion is other than "unmodified” the audit report must describe both the nature

and amount of the possible effects on the UNDP financial statement (CDR) (Amount of qualification). A
definition of audit opinions is provided in Annex 4.
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ANNEX d: DEFINITION OF AUDIT OPINIONS

Unmodified (Clean) Opinion (ISA 700)

An unmodified opinion should be expressed when the auditor concludes that the financial statements
give a true and fair view (or are presented fairly, in all material respects) in accordance with the
applicable financial reporting framework.

An unmodified opinion indicates implicitly that any changes in accounting policies or in the method of
their application, and the effects thersof, have been properly determined and disclosed in the financial
statements.

Emphasis of Matter (ISA 706)

If the auditor considers it necessary to draw users' attention to a matter presented or disclosed in the
financial statements that, in the auditor's judgment, is of such importance that it is fundamental to
users’ understanding of the financial statements, the auditor shall include an Emphasis of Matter
paragraph in the auditor’s report provided the auditor has obtained sufficient appropriate audit evidence
that the matter is not materially misstated in the financial statements. Such a paragraph shall refer only
to information presented or disclosed in the financial statements.

An emphasis of matter is not considered a modified opinion.

Qualified Opinion (ISA 705)

The auditor expresses a qualified opinion when:

(a) The auditor, having obtained sufficient appropriate audit evidence, concludes that
misstatements, individually or in the aggregate, are material, but not pervasive, to the financial
statements; or

{b) The auditor is unable to obtain sufficient appropriate audit evidence on which to base the
apinion, but the auditor concludes that the possible effects on the financial statements of
undetected misstatements, if any, could be material but not pervasive.

Disclaimer of opinion (ISA 705)

The auditor disclaims an opinion when the auditor is unable to obtain sufficient appropriate audit
evidence on which to base the opinion, and the auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any, could be both material and pervasive.

The auditor shall disclaim an opinion when, in extremely rare circumstances involving multiple
uncertainties, the auditor concludes that, notwithstanding having cbtained sufficient appropriate audit
evidence regarding each of the individual uncertainties, it is not possible to form an opinion on the
financial statements due to the potential interaction of the uncertainties and their possible cumulative
effect on the financial statements.

Adverse Opinion (ISA 705)

The auditor shall expresses an adverse opinion when, having obtained sufficient appropriate audit
evidence, s/he concludes that misstatements, individually or in the aggregate, are both material and
pervasive to the financial statements.

"ISA = International Standards on Auditing
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Annex e: International Standards on Auditing (ISA) 450 and 710

Guidance on Reporting Prior Year Modified opinion not properly corrected or resolved

Following the International Standards on Auditing (ISA) 450 and ISA 710 that came into effect on

December 2010 there is a requirement regarding a previous year modified audit opinion12 This
audit standard requires that auditors, when expressing an opinion on this year's statements, to
take into account the possible effect of a prior year modified opinion that has not been properly
corrected or resolved.

Consequently, a previous year modified opinion that has not been properly resolved may cause
the auditors to issue a modified opinion in their current year audit report. If proper attention is not
paid to this aspect, the risk could be a significant aceumulation of unresolved modified opinions
from previous years that would lead the UN BoA to issue a modified audit opinion on UNDP
financial statements.

12 A “modified” audit opinion means either a qualified opinion, a disclaimer of opinion or an adverse opinion.
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ANNEX f: Priority of Audit Observations and Recommendations

High Prompt action is required to ensure that UNDP is not exposed to high
risks, i.e. failure to take action could result in major negative
consequences and issues.

Medium Action is required to ensure that UNDP is not exposed to risks that are
considered moderate. Failure to take action could contribute to negative
consequences for UNDP.

Low Action is desirable and should result in enhanced control or better value for
money. :
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ANNEX i: GUIDANCE OF FORMULATING AUDIT OBSERVATIONS AND
RECOMMENDATIONS

The purpose of this note is to provide guidance on formulating audit observations and
recommendations that are effective.

Effective audit observations should consist of four (4) common elements:

1)  Condition

2) Criteria

3) Effect, potential impact or Risk
4)  Recommendation

ltems 1 to 3 must be part of what constitutes an audit observation. Below are helpful tips on each of
these areas.

CONDITION

The "Condition" refers to a conclusion, problem, or opportunity noted during the audit review. It
directly addresses a control objective or some other standard of performance. Sample condition
statements include:

* "The appropriate individual did not authorize this document.”
= "The account has not been reconciled for three months.”
*= "The process can be streamlined to save six hours per day."

When documenting the condition, it is important to include the necessary level of detail in the
description of the problem. Someone who has not participated in the audit, but has some basic
understanding of the subject matter or function, should be able to comprehend any condition
statement.

CRITERIA

This element describes the standard being used as the benchmark for evaluation. In other words, it
depicts the ideal condition. The criteria may reference a specific palicy, procedure, or government
regulation. At other times, the criteria may simply be a matter of common sense or prudent business
practice. For example, a criteria statement might state that "Per policy #1234, all loans greater than
$100,000 must be approved by the board of directors;" or "Payroll processing responsibilities should
be segregated to control the authorization of master file changes.”

EFFECT, POTENTIAL IMPACT OR RISK

The effect statement describes the particular risk that could exist (the potential impact or risk) or that
has already existed (the effect) as a result of the condition or problem. Basically, it answers the
question, "so what?" Effect statements often discuss the potential for loss, noncompliance, or
customer dissatisfaction created by the problem.

Management is likely to zero in on the information provided in this aspect of the audit observation, as it
allows them to see how the condition will negatively impact their activities. As a result, the effect
statement often serves as the catalyst for a positive change.

One note of caution is in order - the risk suggested by the effect statement should not be overblown or
exaggerated. While auditors are responsible for painting out risks associated with control breakdowns,
the effect statement should remain reasonable, plausible and should not be worded as if the world
were coming to an end. If auditees are to take the audit observation seriously and respect what an
auditor has o say, an auditor talks about risk in realistic, not exaggerated, terms.
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Risk Levels

In addition to explaining the and giving details about the “Effect, potential impact or risk” in the text
of an audit observation, UNDF requires that the auditor also identifies the risk level in the audit
report by using one of the following 3 pre-established risk levels:

High Prompt action is required to ensure that UNDP is not exposed to high
risks, i.e. failure to take action could result in major negative
consequences and issues.

Medium Action is required to ensure that UNDP is not exposed to risks that are
considered moderate. Failure to take action could contribute to negative
consequences for UNDP.

Low Action is desirable and should result in enhanced control or better value for
money.,

RECOMMENDATION

This aspect suggests how the situation might be remedied. An effective recommendation directly
relates to and targets the cause. It isn't enough to state in general terms that management should fix
the problem; the recommendation statement should also explain how remediation is to be achieved.

A good recommendation maintains the proper balance between the risk presented and the cost to
control it. Before making a recommendation, the auditor should consider the following questions:

Does the recommendation solve the problem and eliminate or reduce the risk?

» Can the recommendation be implemented within the current environment?
» [s the recommendation cost-effective?
* Wil the recommendation act as a temporary bandage or a permanent solution?

Examples of effective recommendations include monthly or quarterly physical inventories of all
assets and equipment with reconciliation to appropriate records.

ADDITIONAL TIPS

Whenever possible, similar findings should be combined into one form so that the case for
implementing the recommendation is strengthened.

Playing devil's advacate can be an extremely helpful exercise. After completing the audit
observation and recommendation, auditors should place themselves in the auditees' shoes and
challenge/guestion the validity of the issue. If the issue cannot stand up to this exercise, it
probably should not be included in the audit report.
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ANNEX j: GUIDANCE ON AUDIT MATERIALITY (ISA 320, 450)

ISA 320

ISA 320 deals with the auditor's responsibility to apply the concept of materiality in planning and
performing an audit of financial statements.

Financial reporting frameworks often discuss the concept of materiality in the context of the preparation
and presentation of financial statements. Although financial reporting frameworks may discuss materiality
in different terms, they generally explain that:

* Misstatements, including omissions, are considered to be material if they, individually or in the
aggregate, could reasonably he expected to influence the economic decisions of users taken on
the basis of the financial statements;

¢ Judgments about materiality are made in light of surrounding circumstances, and are affected by
the size or nature of a misstatement, or a combination of both: and

« Judgments about matters that are material to users of the financial statements are based on a
consideration of the common financial information needs of users as a group. The possible effect
of misstatements on specific individual users, whose needs may vary widely, is not considered.

For purposes of the 1SAs, performance materiality means the amount or amounts set by the auditor at
less than materiality for the financial statements as a whole to reduce to an appropriately low level the
probability that the aggregate of uncorrected and undetected misstatements exceeds materiality for the
financial

statements as a whole. If applicable, performance materiality also refers to the amount or amounts set by
the auditor at less than the materiality level or levels for particular classes of transactions, account
balances or disclosures,

When establishing the overall audit strategy, the auditor shall determine materiality for the financial
statements as a whole. If, in the specific circumstances of the entity, there is one or more particular
classes of transactions, account balances or disclosures for which misstatements of lesser amounts than
materiality for the financial statements as a whole could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements, the auditor shall also
determine the materiality level or levels to be applied to those particular classes of transactions, account
balances or disclosures.

The auditor shall determine performance materiality for purposes of assessing the risks of material
misstatement and determining the nature, timing and extent of further audit procedures.

The auditor shall revise materiality for the financial statements as a whole (and, if applicable, the
materiality level or levels for particular classes of transactions, account balances or disclosures) in the
event of becoming aware of information during the audit that would have caused the auditor to have
determined a different amount (or amounts} initially.

If the auditor concludes that a lower materiality for the financial statements as a whole (and, i applicable,
materiality level or levels for particular classes of transactions, account balances or disclosures) than that
initially determined is appropriate, the auditor shall determine whether it is necessary to revise
performance materiality, and whether the nature, timing and extent of the further audit procedures remain
appropriate.

ISA 450

ISA 450 deals with the auditor's responsibility to evaluate the effect of identified misstatements on the
audit and of uncorrected misstatements, if any, on the financial statements.

Each individual misstatement is considered to evaluate its effect on the refevant classes of transactions,

account balances or disclosures, including whether the materiality level for that particular class of
transactions, account balance or disclosure, if any, has been exceedad.
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The circumstances related to some misstatements may cause the auditor to evaluate them as material,
individually or when considered together with other misstatements accumulated during the audit, even if
they are lower than materiality for the financial statements as a whole. Circumstances that may affect the
evaluation include the extent to which the misstatement:

« Affects compliance with regulatory requirements;

« Relates to the incorrect selection or application of an accounting policy that has an immaterial
effect on the current period’s financial statements but is likely to have a material effect on future
periods’ financial statements;

+ Is an omission of information not specifically required by the applicable financial reporting
framework but which, in the judgment of the auditor, is important to the users’ understanding of
the financial position, financial performance of the entity.

The cumulative effect of immaterial uncorrected misstatements related to prior periods may have a
material effect on the current period’s financial statements. There are different acceptable approaches to
the auditor's evaluation of such uncorrected misstatements on the current period’s financial statements.
Using

the same evaluation approach provides consistency from period to period.
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Annex 4

General Terms and Conditions for Services

LEGAL STATUS:

The Contractor shall be considered as having the legal status of an independent contractor vis-a-vis the
United Nations Development Programme {UNDP). The Contractor’s persannel and sub-contractors shall
not be considered in any respect as being the employees or agents of UNDP or the United Nations.

SOURCE OF INSTRUCTIONS:

The Contractor shall neither seek nor accept instructions from any authority external to UNDP in connection
with the performance of its services under this Contract. The Contractor shall refrain from any action that
may adversely affect UNDP or the United Nations and shall fulfill its commitments with the fullest regard
to the interests of UNDP.

CONTRACTOR'S RESPONSIBILITY FOR EMPLOYEES:

The Contractor shall be responsible for the professional and technical competence of its employees and will
select, for work under this Contract, reliable individuals who will perform effectively in the implementation
of this Contract, respect the local customs, and conform to a high standard of moral and ethical conduct.

ASSIGNMENT:

The Contractor shall not assign, transfer, pledge or make other disposition of this Contract or any part
thereof, or any of the Contractor's rights, claims or ohligations under this Contract except with the prior
written consent of UNDP.

SUB-CONTRACTING:

In the event the Contracior requires the services of sub-contractors, the Contractor shall obtain the prior
written approval and clearance of UNDP for all sub-contractors. The approval of UNDP of a sub-contractor
shall not relieve the Contractor of any of its obligations under this Contract. The terms of any sub-contract
shall be subject to and conform to the provisions of this Contract.

OFFICIALS NOT TO BENEFIT:

The Contractor warrants that no official of UNDE or the United Nations has received or will be offered by
the Contractor any direct or indirect benefit arising from this Contract or the award thereof. The Contractor
agrees that breach of this provision is a breach of an essential term of this Contract.

INDEMNIFICATION:

The Contractor shall indemnify, hold and save harmless, and defend, at its own expense, UNDP, its officials,
agents, servanis and employees from and against all suits, claims, demands, and liability of any nature or
kind, including their costs and expenses, arising out of acts or omissions of the Contractor, or the
Contractor's employees, officers, agents or sub-contractors, in the performance of this Contract. This
provision shall extend, inter alia, to claims and liability in the nature of workmen's compensation, products
liability and liability arising out of the use of patented inventions or devices, copyrighted material or other
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8.0

9.0

10.0

11.0

intellectual property by the Contractor, its employees, officers, agents, servants or sub-contractors. The
chbligations under this Article do not lapse upon termination of this Contract.

INSURANCE AND LIABILITIES TO THIRD PARTIES:

8.1 The Contractor shall provide and thereafter maintain insurance against all risks in respect of its
property and any equipment used for the execution of this Contract.

8.2 The Contractor shall provide and thereafter maintain all appropriate workmen's compensation
insurance, or the equivalent, with respect to its employees to cover claims for personal injury or
death in connection with this Contract.

3.3 The Contractor shall also provide and thereafter maintain liability insurance in an adeguate amount
to cover third party claims for death or bodily injury, or loss of or damage to property, arising from
or in connection with the provision of services under this Contract or the operation of any vehicles,
boats, airplanes or other equipment owned or leased by the Contractor or its agents, servants,
employees or sub-contractors performing work or services in connection with this Contract.

8.4 Except for the workmen's compensation insurance, the insurance policies under this Article shall:

8.4.1 Name UNDP as additional insured;

8.4.2 Include a waiver of subrogation of the Contractor's rights to the insurance carrier against
the UNDP;

8.4.3 Provide that the UNDP shall receive thirty {30} days written notice from the insurers prior
to any cancellation or change of coverage.

8.5 The Contractor shall, upon request, provide the UNDP with satisfactory evidence of the
insurance required under this Article.

ENCUMBRANCES/LIENS:

The Contractor shall not cause or permit any lien, attachment or other encumbrance by any person to be
placed on file or to remain on file in any public office or on file with the UNDP against any monies due or to
become due for any work done or materials furnished under this Contract, or by reason of any other claim
or demand against the Contractor.

TITLE TO EQUIPMENT:

Title to any equipment and supplies that may be furnishad by UNDP shall rest with UNDP and any such
equipment shall be returned to UNDP at the conclusion of this Contract or when no longer needed by the
Centractor, Such equipment, when returned to UNDP, shall be in the same condition as when delivered to
the Contractor, subject to normal wear and tear. The Contractor shall he liable to compensate UNDP for
equipment determined to be damaged or degraded beyond normal wear and tear.

COPYRIGHT, PATENTS AND OTHER PROPRIETARY RIGHTS:

11.1 Except as is otherwise expressly provided in writing in the Contract, the UNDP shall be entitled to
all intellectual property and other proprietary rights including, but not limited to, patents,
copyrights, and trademarks, with regard to products, processes, inventions, ideas, know-how, or
documents and other materials which the Contractor has developed for the UNDP under the
Contract and which bear a direct relation to or are produced or prepared or collected in
consequence of, or during the course of, the performance of the Contract, and the Contractor
acknowledges and agrees that such products, documents and other materials constitute works
made for hire for the UNDP.
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12.0

13.0

11.2 To the extent that any such intellectual property or other proprietary rights consist of any
intelleciual property or other proprietary rights of the Contractor: (i) that pre-existed the
performance by the Contractor of its obligations under the Contract, or (if) that the Contractor may
develop or acquire, or may have developed or acquired, independently of the performance of its
obligations under the Coniract, the UNDP does not and shall not claim any ownership interest
thereto, and the Contractor grants to the UNDP a perpetual license to use such intellectual
property or other proprietary right solely for the purposes of and in accordance with the
requirements of the Contract.

11.3 At the request of the UNDP; the Contractor shall take all necessary steps, execute all necessary
documents and generally assist in securing such proprietary rights and transferring or licensing
them to the UNDP in compliance with the requirements of the applicable law and of the Contract.

11.4 Subject to the foregoing provisions, all maps, drawings, photographs, mosaics, plans, reports,
estimates, recommendations, documents, and all other data compiled by or received by the
Contractor under the Contract shall be the property of the UNDP, shall be made available for use
or inspection by the UNDP at reasonable times and in reasonable places, shall be treated as
confidential, and shall be delivered only to UNDP authorized officials on completion of work under
the Contract,

USE OF NAME, EMBLEM OR OFFICIAL SEAL OF UNDP OR THE UNITED NATIONS:

The Contractor shall not advertise or otherwise make public the fact that it is a Contractor with UNDP, nor
shall the Contractor, in any manner whatsoever use the name, emblem or official seal of UNDP or THE
United Nations, or any abbreviation of the name of UNDP or United Nations in connection with its business
or otherwise.

CONFIDENTIAL NATURE OF DOCUMENTS AND INFORMATION:

Information and data that is considered proprietary by either Party and that is delivered or disclosed by one
Party {“Discloser”) to the other Party {“Recipient”) during the course of performance of the Contract, and
that is designated as confidential {“Information”), shall be held in confidence by that Party and shall be
handled as follows:

13.1 The recipient {“Recipient”} of such information shall:

13.1.1 usethe same care and discretion to avoid disclosure, publication or dissemination of the
Discloser’s Information as it uses with its own similar information that it does not wish to
disclose, publish or disseminate; and,

13.1.2 usethe Discloser's Information solely for the purpose for which it was disclosed.

13.2 Provided that the Recipient has a written agreement with the following persons or entities
requiring them to treat the Information confidential in accordance with the Contract and this
Article 13, the Recipient may disclose Information to:

13.2.1 any other party with the Discloser’s prior written consent; and,

13.2.2 the Recipient’s employees, officials, representatives and agents who have a need to know
such Information for purposes of performing obligations under the Contract, and
employees officials, representatives and agents of any legal entity that it controls controls
it, or with which it is under common control, who have a need to know such Information
for purposes of performing obligations under the Contract, provided that, for these
purposes a controlled legal entity means:
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15.0

13.3

13.4

135

136

13.2.2.1 a corporate entity in which the Party owns or otherwise controls, whether

directly or indirectly, over fifty percent (50%) of voting shares thereof; or,
13.2.2.2 any entity over which the Party exercises effective managerial control; or,
13.2.2.3 for the UNDP, an affiliated Fund such as UNCDF, UNIFEM and UNV.

The Contractor may disclose Infarmation to the extent required by law, provided that, subject to
and without any waiver of the privileges and immunities of the United Nations, the Contractor will
give the UNDP sufficient prior notice of a request for the disclosure of Information in order to allow
the UNDP to¢ have a reasonable opportunity to iake protective measures or such other action as
may be appropriate before any such disclosure is made.

The UNDP may disclose Information to the extent as required pursuant to the Charter of the UN,
resclutions or regulations of the General Assembly, or rules promulgated by the Secretary-General.

The Recipient shall not be precluded from disclosing Information that is obtained by the Recipient
from a third party without restriction, is disclosed by the Discloser to a third party without any
obligation of confidentiality, is previously known by the Recipient, or at any time is developed by
the Recipient completely independently of any disclosures hereunder.

These obligations and restrictions of confidentiality shall be effective during the term of the
Contract, including any extension thereof, and, unless otherwise provided in the Contract, shall
remain effective following any termination of the Contract.

FORCE MAIJEURE; OTHER CHANGES IN CONDITIONS

14.1

14.2

14.3

14.4

In the event of and as soon as possible after the occurrence of any cause constituting force
majeure, the Contractor shall give notice and full particulars in writing to the UNDP, of such
occurrence or change if the Contractor is thereby rendered unable, wholly or in part, to perform
its obligations and meet its responsibilities under this Contract. The Contractor shall also notify
the UNDP of any other changes in conditions or the occurrence of any event that interferes or
threatens to interfere with its performance of this Contract. On receipt of the notice reqguired
under this Article, the UNDP shail take such action as, in its sole discretion; it considers to be
appropriate or necessary in the circumstances, including the granting to the Contractor of a
reasonable extension of time in which to perform its obligations under this Contract.

If the Contractor is rendered permanently unable, wholly, or in part, by reason of force majeure to
perform its obligations and meet its responsibilities under this Contract, the UNDP shall have the
right to suspend or terminate this Contract on the same terms and conditions as are provided for
in Article 15, "Termination”, except that the period of notice shall be seven (7} days instead of
thirty {30) days.

Force majeure as used in this Article means acts of God, war (whether declared or not), invasion,
revolution, insurrection, or other acts of a similar nature or force.

The Contractor acknowledges and agrees that, with respect to any obligations under the Contract
that the Contractor must perform in or for any areas in which the UNDP is engaged in, preparing
to engage in, or disengaging from any peacekeeping, humanitarian or similar operations, any
delays or failure to perform such obligations arising from or relating to harsh conditions within
such areas or to any incidents of civil unrest occurring in such areas shall not, in and of itself,
constitute force majeure under the Contract..

TERMINATION
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15.1

15.2

15.3

15.4

Either party may terminate this Contract for cause, in whole or in part, upon thirty (30) days notice,
in writing, to the other party. The initiation of arbitral proceedings in accordance with Article 16.2
{(“Arbitration”), below, shall not be deemed a termination of this Contract.

UNDP reserves the right to terminate without cause this Contract at any time upon 15 days prior
written notice to the Contractor, in which case UNDP shall reimburse the Contractor for all
reasonable costs incurred by the Contractor prior to receipt of the notice of termination.

In the event of any termination by UNDP under this Article, no payment shall be due from UNDP
to the Contractor except for work and services satisfactorily performed in conformity with the
express terms of this Contract.

Should the Contractor be adjudged bankrupt, or be liquidated or become insolvent, or should the
Contractor make an assignment for the benefit of its creditors, or should a Receiver be appointed
on account of the insolvency of the Contractor, the UNDP may, without prejudice to any other
right or remedy it may have under the terms of these conditions, terminate this Contract forthwith.
The Contractor shall immediately inform the UNDP of the occurrence of any of the above events.

16.0 SETTLEMENT OF DISPUTES

16.1

16.2

Amicable Settlement: The Parties shall use their best efforts to settle amicably any dispute,
controversy or claim arising out of this Contract or the breach, termination or invalidity thereof.
Where the parties wish to seek such an amicable settlement through conciliation, the conciliation
shall take place in accordance with the UNCITRAL Conciliation Rules then obtaining, or according
to such other procedure as may be agreed between the parties.

Arbitration: Any dispute, coniroversy, or claim between the Parties arising out of the Contract or
the breach, termination, or invalidity thereof, unless settled amicably under Article 16.1, above,
within sixty {60} days after receipt by one Party of the other Party’s written request for such
amicable settlement, shall be referred by either Party to arbitration in accordance with the
UNCITRAL Arbitration Rules then obtaining. The decisions of the arbitral tribunal shall be based
on general principles of international commercial law. For all evidentiary questions, the arbitral
tribunal shall be guided by the Supplementary Rules Governing the Presentation and Reception of
Evidence in International Commercial Arbitration of the Iniernational Bar Association, 28 May
1983 edition. The arbitral tribunal shall be empowered to order the return or destruction of goods
or any property, whether tangible or intangible, or of any confidential information provided under
the Contract, order the termination of the Contract, or order that any other protective measures
be taken with respect to the goods, services or any other property, whether tangible or intangible,
or of any confidential information provided under the Contract, as appropriate, all in accordance
with the authority of the arbitral tribunal pursuant to Article 26 (“Interim Measures of Protection”)
and Article 32 {"Form and Effect of the Award”) of the UNCITRAL Arbitration Rules. The arbitral
tribunal shall have no authority to award punitive damages. In addition, unless otherwise
expressly provided in the Contract, the arbitral tribunal shall have no authority to award interest
in excess of the London Inier-Bank Offered Rate {“LIBOR”) then prevailing, and any such interest
shall be simple interest only. The Parties shall be bound by any arbitration award rendered as a
result of such arbitration as the final adjudication of any such dispute, controversy, or claim.

17.0 PRIVILEGES AND IMMUNITIES:

Nothing in or relating to this Contract shall be deemed a waiver, express or implied, of any of the privileges
and immunities of the United Nations, including its subsidiary organs.
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TAX EXEMPTION

18.1

18.2

Section 7 of the Convention on the Privileges and Immunities of the United Nations provides, inter-
alia that the United Nations, including its subsidiary organs, is exempt from all direct taxes, except
charges for public utility services, and is exempt from customs duties and charges of a similar
nature in respect of articles imported or exported for its official use. In the event any
governmental authority refuses to recognize the United Nations exemption from such taxes, duties
or charges, the Contractor shall immediately consult with the UNDP to determine a mutually
acceptable procedure.

Accordingly, the Contractor authorizes UNDP to deduct from the Contractor's invoice any amount
representing such taxes, duties or charges, unless the Contractor has consulted with the UNDP
before the payment thereof and the UNDP has, in each instance, specifically authorized the
Contractar to pay such taxes, duties or charges under protest. In that event, the Contractor shall
provide the UNDP with written evidence that payment of such taxes, duties or charges has been
made and appropriately authorized.

CHILD LABOUR

19.1

12.2

MINES:

20.1

20.2

The Contractor represents and warrants that neither it, nor any of its suppliers is engaged in any
practice inconsistent with the rights set forth in the Convention on the Rights of the Child, including
Article 32 thereof, which, inter alia, requires that a child shall be protected from performing any
work that is likely to be hazardous or to interfere with the child's education, or to be harmful to
the child's health or physical mental, spiritual, moral or social development.

Any breach of this representation and warranty shall entitle UNDP to terminate this Contract
immediately upon notice to the Coniractor, at no cost to UNDP.

The Contractor represents and warrants that neither it nor any of its suppliers is actively and
directly engaged in patent activities, development, assembly, production, trade or manufacture of
mines or in such activities in respect of components primarily utilized in the manufacture of Mines.
The term "Mines" means those devices defined in Article 2, Paragraphs 1, 4 and 5 of Protocol |l
anhexed to the Convention on Prohibitions and Restrictions on the Use of Certain Conventional
Weapons Which May Be Deemed to Be Excessively Injurious or to Have Indiscriminate Effects of
1980.

Any breach of this representation and warranty shall entitle UNDP %o terminate this Contract
immediately upon notice to the Contractor, without any liahility for termination charges or any
other liahility of any kind of UNDP.

OBSERVANCE OF THE LAW:

The Cantractor shall comply with all laws, ordinances, rules, and regulations bearing upon the performance
of its obligations under the terms of this Contract.

SEXUAL EXPLOITATION:

221

The Contractor shall take all appropriate measures to prevent sexual exploitation or abuse of
anyone by it or by any of its employees or any oiher persons who may be engaged by the
Contractor to perform any services under the Contract. For these purposes, sexual activity with
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any person less than eighteen years of age, regardiess of any laws relating to consent, shall
constitute the sexual exploitation and abuse of such person. In addition, the Contractor shall
refrain from, and shall take all appropriate measures to prohibit its employees or other persons
engaged by it from, exchanging any money, goods, services, offers of employment or other things
of value, for sexual favors or activities, or from engaging in any sexual activities that are exploitive
or degrading to any person. The Contractor acknowledges and agrees that the provisions hereof
constitute an essential term of the Contract and that any breach of this representation and
warranty shall entitle UNDP to terminate the Contract immediately upon notice to the Contractor,
without any liability for termination charges or any other liability of any kind.

The UNDP shall not apply the foregoing standard relating to age in any case in which the
Contractor’s personnel or any other person who may be engaged by the Contractor to perform
any services under the Contract is married to the person less than the age of eighteen years with
whom sexual activity has eccurred and in which such marriage is recognized as valid under the
laws of the country of citizenship of such Contractor's personnel or such other person who may be
engaged by the Contractor to perform any services under the Contract.

AUTHORITY TO MODIFY:

Pursuant to the Financial Regulations and Rules of UNDP, only the UNDP Authorized Official possesses the
authority to agree on behalf of UNDP to any modification of or change in this Contract, to a waiver of any
of its provisions or to any additional contractual relationship of any kind with the Contractor. Accordingly,
no medification or change in this Contract shall be valid and enforceable against UNDP unless provided by
an amendment to this Contract signed by the Contractor and jointly by the UNDP Authorized Official.
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