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Appendix II. Terms of Reference for Micro Assessment Performed by Third
Party Service Provider

This TOR has been developed to guide United Nations agencies, third party service providers and
IPs through the objectives, scope, timing and deliverables of performing micro assessments.

Objective and scope of the micro assessment

The micro assessment is performed by a third party service provider and includes a site visit to the
IP. The assessment primarily consists of interviews with IP personnel and a review of relevant
documentation sufficient to complete the micro assessment questionnaire (Annex 2). The
questionnaire provides an overall risk rating based on responses provided:

e Low risk — Indicates a well-developed financial management system and functioning control
framework with a low likelihood of negative impact on the IP’s ability to execute the
programme in accordance with the work plan.

e Medium Risk — Indicates a developed financial management system and control framework
with moderate likelihood of potential negative impact on the IP’s ability to execute the
programme in accordance with the work plan.

¢ Significant Risk — Indicates an underdeveloped financial management system or control
framework with a significant likelihood of potential negative impact on the IP’s ability to
execute the programme in accordance with the work plan.

e High Risk — Indicates an underdeveloped financial management system and control
framework with a significant likelihood of potential negative impact on the IP’s ability to
execute the programme in accordance with the work plan.

The micro assessment assesses the IP’s financial management capacity (i.e. accounting,
procurement, reporting, internal controls, etc.) to determine the overall risk rating and assurance
activities. The risk rating, along with other available information, is also taken into consideration
when selecting the appropriate cash transfer modality for an IP, based on each agency’s business
model (further detailed in section 8).

Timing
The assessment should be completed (including the site visit) within four weeks of engaging the

service provider. The HACT focal point and/or inter-agency coordinator will introduce the service
provider and the IP to aid coordination of the site visit.

Micro Assessment Procedures/Deliverables

The third party service provider receives general information regarding the IP and the programme
from the HACT focal point and/or the inter-agency coordinator in preparation for the assessment
(see Annex I for details). The service provider reviews this documentation in advance of
performing a site visit to the IP. The service provider should also provide the IP with an advance
request of the documents and interviews they would like to have while on site, to ensure efficient
use of time while on-site.
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The third party service provider also completes the micro assessment questionnaire (Annex II,
with instructions) based on the procedures performed during the assessment period. The service
provider discusses the results of the questionnaire with relevant agency personnel and the HACT
focal point before finalizing it. Upon finalization, the service provider delivers an executive
summary, detailing the overall risk rating and specific identified risks, and the completed
questionnaire.

Qualifications of the Third Party Service Provider

The third party service provider should be experienced in performing assessments similar to a
micro assessment and assessing risks related to organizational financial management capacity (i.e.
accounting, reporting, procurement and internal controls). The service provider should also have
knowledge of the United Nations system and the development sector.

CVs of all members of the assessment team should be provided and should include details on
engagements carried out by relevant staff, including ongoing assignments indicating
responsibilities assumed by them and their qualifications and experience in undertaking similar
assessments.

Items to be Provided to the Third Party Service Provider before Fieldwork Begins
The agency provides the following documentation before starting fieldwork:

e Agency work plan, Common Country Assessment and CPAP, or equivalent;

e Macro assessments previously performed in the country; and

¢ Any other documentation that may help the service provider better understand the country
context from a United Nations perspective.

The third party service provider should review the information received before performing the
assessment.

56



2014 UNDG HACT Framework
Appendix Il — Micro assessment TOR

Annex 1. Programme-specific Information

The following information should be completed at the start of the micro assessment.

Implementing partner name:

Programme name:

Programme number:

Programme background:

Programme location:

Programme contact person(s):

Location of records:

Currency of records maintained:

Period of transactions covered by micro assessment:

Funds received during the period covered by the
attestation engagement:

Expenditures incurred/reported during the period
covered by the attestation engagement:

Intended start date of micro assessment:

Estimated number of days required for visit to IP:

Any special requests to be considered during the
micro assessment:

Cash transfer modality used by the IP:
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Appendix II. Terms of Reference for Micro Assessment Performed by Third
Party Service Provider

This TOR has been developed to guide United Nations agencies, third party service providers and
IPs through the objectives, scope, timing and deliverables of performing micro assessments.

Objective and scope of the micro assessment

The micro assessment is performed by a third party service provider and includes a site visit to the
IP. The assessment primarily consists of interviews with IP personnel and a review of relevant
documentation sufficient to complete the micro assessment questionnaire (Annex 2). The
questionnaire provides an overall risk rating based on responses provided:

e Low risk — Indicates a well-developed financial management system and functioning control
framework with a low likelihood of negative impact on the IP’s ability to execute the
programme in accordance with the work plan.

e Medium Risk — Indicates a developed financial management system and control framework
with moderate likelihood of potential negative impact on the IP’s ability to execute the
programme in accordance with the work plan.

¢ Significant Risk — Indicates an underdeveloped financial management system or control
framework with a significant likelihood of potential negative impact on the IP’s ability to
execute the programme in accordance with the work plan.

e High Risk — Indicates an underdeveloped financial management system and control
framework with a significant likelihood of potential negative impact on the IP’s ability to
execute the programme in accordance with the work plan.

The micro assessment assesses the IP’s financial management capacity (i.e. accounting,
procurement, reporting, internal controls, etc.) to determine the overall risk rating and assurance
activities. The risk rating, along with other available information, is also taken into consideration
when selecting the appropriate cash transfer modality for an IP, based on each agency’s business
model (further detailed in section 8).

Timing
The assessment should be completed (including the site visit) within four weeks of engaging the

service provider. The HACT focal point and/or inter-agency coordinator will introduce the service
provider and the IP to aid coordination of the site visit.

Micro Assessment Procedures/Deliverables

The third party service provider receives general information regarding the IP and the programme
from the HACT focal point and/or the inter-agency coordinator in preparation for the assessment
(see Annex I for details). The service provider reviews this documentation in advance of
performing a site visit to the IP. The service provider should also provide the IP with an advance
request of the documents and interviews they would like to have while on site, to ensure efficient
use of time while on-site.
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The third party service provider also completes the micro assessment questionnaire (Annex II,
with instructions) based on the procedures performed during the assessment period. The service
provider discusses the results of the questionnaire with relevant agency personnel and the HACT
focal point before finalizing it. Upon finalization, the service provider delivers an executive
summary, detailing the overall risk rating and specific identified risks, and the completed
questionnaire.

Qualifications of the Third Party Service Provider

The third party service provider should be experienced in performing assessments similar to a
micro assessment and assessing risks related to organizational financial management capacity (i.e.
accounting, reporting, procurement and internal controls). The service provider should also have
knowledge of the United Nations system and the development sector.

CVs of all members of the assessment team should be provided and should include details on
engagements carried out by relevant staff, including ongoing assignments indicating
responsibilities assumed by them and their qualifications and experience in undertaking similar
assessments.

Items to be Provided to the Third Party Service Provider before Fieldwork Begins
The agency provides the following documentation before starting fieldwork:

e Agency work plan, Common Country Assessment and CPAP, or equivalent;

e Macro assessments previously performed in the country; and

¢ Any other documentation that may help the service provider better understand the country
context from a United Nations perspective.

The third party service provider should review the information received before performing the
assessment.
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Annex 1. Programme-specific Information

The following information should be completed at the start of the micro assessment.

Implementing partner name:

Programme name:

Programme number:

Programme background:

Programme location:

Programme contact person(s):

Location of records:

Currency of records maintained:

Period of transactions covered by micro assessment:

Funds received during the period covered by the
attestation engagement:

Expenditures incurred/reported during the period
covered by the attestation engagement:

Intended start date of micro assessment:

Estimated number of days required for visit to IP:

Any special requests to be considered during the
micro assessment:

Cash transfer modality used by the IP:
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Annex 2. Micro Assessment Questionnaire Template:
<Insert template from Appendix IV of the HACT framework>
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Appendix III. Sample Micro Assessment Plan Template

The micro assessment plan template, created to assist country offices in planning and scheduling
micro assessments of IPs, is based on the following assumptions:

e Programme cycle began 1 January 2014;

e [t serves as the plan for one UN Agency and includes the complete listing of that agency’s IPs.

The steps for completing the plan are discussed in table 7 below.
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Step 1: Populate the micro assessment plan template with the complete listing of agency IPs in the
country and sort the data in descending order based on estimated programme cycle funding.

If exact figures are not available, agencies should estimate based on information such as
historical cash transfers and/or planned/budgeted transfers to IPs.

Step 2: Based on estimated programme cycle funding, identify the IPs that present the greatest
risk to the agency based on monetary value.

Consideration should exclude budgeted programme funding related to agency salaries and
benefits, which are the responsibility of the agency.

Example: Agency UN1 has five IPs with the following estimated programme cycle funding
during this programme cycle:

IP 1: $250,000

IP 2: $100,000

IP 3: $500,000

IP 4: $700,000

IP 5: $50,000

Thus total budgeted programme cycle funding is $1,600,000.

IPs 3 and 4 account for $1,200,000, or 75%, of the total estimated programme cycle funding.

Step 3: Consider other elements included in the micro assessment plan (e.g. negative past
assessments, negative audit opinions/findings, lack of previous audit, etc.) for all IPs to identify
those that may require an assessment based on agency guidelines.

Step 4: Based on the results of Step 2 and 3, determine which IPs require a micro assessment to
provide the appropriate level of coverage of the total estimated programme cycle funding as set
by the agency.

Agencies should use judgment in this determination, considering both materiality of funds
provided to IPs (Step 2) and severity of other available information (Step 3).

Step 5: Assign a priority rating and planned assessment date to each IP selected for micro
assessment in Step 4.

Each agency should share its micro assessment plan with other agencies implementing the HACT
framework in the country to determine the existence of any shared IPs. In such cases, the lead
agency should be determined and planned assessment dates should be coordinated.

Agencies should share the agency micro assessment plan with the inter-agency coordinator.
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The IPs not selected for micro assessment should be designated as ‘non-assessed’ and agency

guidelines should be used to determine necessary assessment and assurance activities during the
programme cycle.
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