
	
	


                           Annex 2. Management Letter Template in Accordance with IPPF

1. Introduction Background
On behalf of the [Insert agency name and name of internal audit], [insert auditor firm name]
conducted an engagement in accordance with Institute of Internal Auditors’ International Professional Practices Framework (IPPF), regarding xxx Project bearing project ID number XXXXX in XXX 20XX (month and year). The engagement was carried out with the assistance of (insert name of firm).
The purpose of the engagement was to carry out procedures of an advisory nature. The engagement covered the period from XXX until XXXX 20XX (insert month and year).
Overall Assessment
Based on the weighted rating of individual areas per agency guidance, the overall level of internal control with respect to the XXXX project’s operations is considered to be Satisfactory/Partially Satisfactory/Unsatisfactory. It should be noted, however, that we consider the level of internal control in XXXX area to be Satisfactory/Partially Satisfactory/Unsatisfactory (if any).
Management should consider this rating within the context of the recommendation that XXXX project management team should attempt to strengthen its management practices in the following areas:
· Xx
· xx
Highlights
This letter contains XX recommendations, of which XX are considered high priority, XX are considered medium priority and XX are considered low priority, as per definitions in Annex 1. These recommendations are summarized above and detailed throughout this report and in Annex 2.
Good Practices Observed
XXX

2. Audit Objectives, Scope and Operational Overview
Objectives
[insert objectives]
Scope
During the engagement, relevant samples of documents and transactions for the period covered by the engagement were reviewed. Discussions were held with [insert agency name] staff and personnel at headquarters and in the field throughout the engagement.

  The engagement has been conducted as per the Institute of Internal Auditors’ International Professional Practices Framework (IPPF).

Operational Overview
[Here provide a brief background of the project, including, project budget, expenditure, staffing, and key financial indicators.]

Office Management
The management of the XX project at the time of the engagement consisted of:
· XXX
· XXX

The engagement team extends its appreciation to the management and staff members of [insert agency name] office in XXX project for their full cooperation during the engagement.
3. Detailed Assessment
The details of the findings are contained in the subsequent Audit Subject A to F of this report.

 A: Overall Project Management	


Good practices observed: XXXX
XXXX

	Observation A.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or the expected conditions
· State the conclusions
State the cause(s) or reason(s) for the difference between the criteria, requirements or expected conditions and the actual conditions. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]

	The engagement has been conducted as per the Institute of Internal Auditors’ International Professional Practices Framework.




	
Risk:

<High/Medium/Low

	Impact or risk:

	Recommendation: xxxx

	Management response: xxxx

	Status of recommendation: Open or closed (to be decided after obtaining management replies)



Observation A.2:
[same format as above]

 B. Financial operations, controls and cash/fund management	

The following compliance and good practices were noted:
· XXX


	Observation B.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or the expected conditions
· State the conclusions
State the cause(s) or reason(s) for the difference between the criteria, requirement, or the expected condition and the actual condition. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]

	Impact or risk:

	Recommendation: xxxx

	Management response:

	Status of recommendation: Open or closed (to be decided after obtaining management replies)



Observation B.2:
[same format as above]

 C. Contracting for procurement of goods and services	

The following compliance and good practices were observed in the procurement process:
· Xxx
The following audit observations are made:

Observation C.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or the expected conditions
· State the conclusions
State the cause(s) or reason(s) for the difference between the criteria, requirement, or the expected condition and the actual condition. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]


	Impact or risk:

	Recommendation: xxxx

	Management response:

	Status of recommendation: Open or closed (to be decided after obtaining management replies)



Observation C.2:
[same format as above]

 D. Staffing and management of human resources	

The following compliance and good practices were observed:
· Xxxx
· xxxx

The following audit observations are made:


	Observation D.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or the expected conditions
· State the conclusions
State the cause(s) or reason(s) for the difference between the criteria, requirement or the expected condition and the actual condition. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]

	Impact or risk:

	Recommendation:

	Management response:

	Status of Recommendation: Open or closed (to be decided after obtaining management replies)

	
Observation D.2:


[same format as above]
 E. Asset/property management, ICT and general issues	

The following compliance and good practices were observed:
· xxxx
The following audit observations are made:

	Observation E.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or the expected conditions
· State the conclusions
State the cause(s) or reason(s) for the difference between the criteria, requirement, or the expected condition and the actual condition. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]

	Impact or risk:

	Recommendation: xxxx

	Management response:

	Status of Recommendation: Open or closed (to be decided after obtaining management replies)



Observation E.2:
[same format as above]
 F. Other observations – without audit recommendations	

The following other audit observations are made, on which no audit recommendations are being issued:
Xxxx

Observation F.1:
This is where the observation is written. Clearly describe the findings as follows:
· State the criteria, requirement or the expected conditions
· State the current condition or the situation that deviates from the criteria, requirement or expected conditions
· State the conclusions


	State the cause(s) or reason(s) for the difference between the criteria, requirement, or the expected condition and the actual condition. [In this context, you may want to offer several contributing factors or reasons underlying the audit observations. To the extent possible, identify the root cause for a particular issue.]

	Impact or risk:

	Recommendation: xxxx


	Management response:

	Status of recommendation: Open or closed (to be decided after obtaining management replies)



Annex 2.1. Definitions of Ratings, Priorities, Causes and Functional Areas for Management Report
The following ratings have been defined so that management can put in context the opinions given in internal audit reports.
A. Ratings for overall performance of internal control system
The harmonized rating system being applied by the internal audit services of UNICEF, UNFPA, WFP, UNDP and UNOPS effective 1 January 2010 is based on the following principles:
· There are three categories: (a) satisfactory, (b) partially satisfactory, and (c) unsatisfactory.
· The elements of the rating system will take into account the audited office’s internal control system and risk management practices and their impact on the achievement of office objectives.
The descriptions of the ratings are as follows:

	Standard rating
	Description

	Satisfactory
	Internal controls, governance and risk management processes were adequately established and functioning well. No issues were identified that would significantly affect the achievement of the IP’s objectives.

	Partially satisfactory
	Internal controls, governance and risk management processes were generally established and functioning, but needed improvement. One or several issues were identified that may negatively affect achievement of the IP’s objectives.

	Unsatisfactory
	Internal controls, governance and risk management processes were either not established or not functioning well. The issues identified were such that the IP’s overall objectives could be seriously compromised.



B. Rating for priorities of audit recommendations, possible causes and functional areas
The observations are categorized according to the priority of the audit recommendations and the possible causes of the issues. The categorized observation provides a basis by which the [insert agency name] country office management is to address the issues.
The following categories of priorities are used:

	Rating
	Description

	High
	Action that is considered imperative to ensure that the agency is not exposed to high risks (i.e. failure to take action could result in major consequences and issues).

	Medium
	Action that is considered necessary to avoid exposure to significant risks (i.e. failure to take action could result in significant consequences).

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



The following categories of possible causes are used:
· Compliance: Failure to comply with prescribed agency regulations, rules and procedures.
· Guidelines: Absence of written procedures to guide staff in the performance of their functions.
· Guidance: Inadequate or lack of supervision by supervisors.
· Human error: Mistakes committed by staff entrusted to perform assigned functions.
· Resources: Lack of or inadequate resources (funds, skills, staff, etc.) to carry out an activity or function.
The following categories of functional areas are used:
· General policy;
· Project/programme activities;
· Finance;
· Human resources;
· Procurement;
· Information technology; and
· General administration.

Annex 2.2 Summary of Audit Recommendations
Note: Management comments are incorporated in this summary sheet along with the additional comments of attestation.
This summary excel sheet should contain the following columns:
1. Recommendation number
2. Recommendation
3. Management reply
4. Priority
5. Cause
6. Area
7. Further comments of attestation
8. Responsible manager
9. Expected completion date
10. Status (open/closed)
Sample as below:
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