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KPMG Limited Telephane + 84 {4) 3946 1600
16" Floor, Pacific Place Fax + B4 (4) 3946 1601
83B Ly Thuong Kiet Street internet  www.kpmg.com.vn

Hoan Kiem District, Hanoi
The Socialist Republic of Vietnam

Independent auditors’ report on the statement of expenditure
(within the Combined Delivery Report)

To the Country Director, UNDP, Hanoi, Vietnam and the National Project Director of
“Support for Public Financial Policy Analysis”

We have audited the statement of expenditure within the accompanying Combined Delivery Report
(“CDR”) of the UNDP Award ID 00049827 — “Support for Public Financial Policy Analysis” (“the
Project”) implemented by Ministry of Finance (““ the Implementing Partner”) for the year ended 31
December 2011 and a summary of significant accounting policies and other explanatory information
set out on pages 4 to 9 (“the statement”). The Implementing Partner’s expenditure comprises:

e Payments made by the Implementing Partner and reported in the column titled “Govt Disb” of
the CDR, with total expenditure for the year of USD317,676.57;

e Direct payments processed by the United Nations Development Programme (“UNDP”) Country
Office (“CO”) at the request of the Implementing Partner included in the column titled “UNDP
Disb” of the CDR, with total expenditure for the year of USD23,999.06; and

* Encumbrances entered into by the UNDP CO and reported in the column titled “Encumbrance”
of the CDR, with total amount of USDO.

The statement has been prepared by the management of the Project using the basis of preparation and
accounting policies described in Note 2 to the statement.

Management’s responsibility for the statement

Management is responsible for the preparation and fair presentation of this statement in accordance
with the basis of accounting and the accounting policies described in Note 2 to the statement, and for
such internal control as management determines is necessary to enable the preparation of the
statement that is free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on the statement based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the statement. The procedures selected depend on our judgement, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the entity’s preparation of the statement 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KPMG Limited, a Vigtnamese limited liability company and a member firm of the
KPMG network of independent member firme affiliated with KPMG Intemationa)
Cooperative ("KPMG Intemational®), 8 Swiss entity
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Audit opinion

In our opinion, the statement of expenditure of the Project referred to in the first paragraph of this
report, which reports the total expenditure audited by us amounting to USD341,675.63, presents
fairly, in all material respects, the portion of expenditure of the Project implemented by Ministry of
Finance for the year ended 31 December 2011 in accordance with the basis of accounting and the
accounting policies described in Note 2 to the statement.

Basis of accounting and restriction on use

Without modifying our opinion, we draw attention to Note 2 to the statement, which describes the
basis of accounting and the accounting policies adopted by the Project. The statement is prepared for
the information and use of the Project’s management, the Implementing Partner and UNDP. As a
result, the statement may not be suitable for another purpose. Our audit report is intended solely for
the information and use of the Project’s management, the Implementing Partner and UNDP and
should not be distributed to or used by any other parties.

Other matters

We draw attention to:

e The fact that we have not audited the columns titled “UN Agencies” and “Total Exp” in the
accompanying Combined Delivery Report of the 00049827 - “Support for Public Financial
Policy Analysis” for the year ended 31 December 2011 and, accordingly, we do not express an
opinion on them.

e Note 5 to the statement which shows differences between the “Funding Authorisation and
Certificate of Expenditures” forms (*FACE”) and the Combined Delivery Report (“CDR”) for
the year ended 31 December 2011; these differences were mainly due to different accounting
classifications between the two reports.

KPMG Limited
Vietnam
Investment Certlﬁcate No: 011043000345

Hanoi, 25 April 2012
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of expenditure for the year ended 31 December 2011

These notes form an integral part of the accompanying statement of expenditure.

Background

“Support for Public Financial Policy Analysis” (“the Project™) is set up in accordance with the
Project Document signed between UNDP and Ministry of Finance on 31 March 2008. The Project
commenced its operations as from ! April 2008 for an estimated duration of 3 years. Ministry of
Finance is the Implementing Partner responsible for the implementation of the Project.

The latest budgeted funds for the execution of the Project are:

(a) Government of Vietnam USDI100,000
(b) UNDP USD3,500,000

The overall objective of the Project is to provide support to the Policy Advisory Group (PAG)
established by the Ministry of Finance in carrying out tasks assigned by the Minister and developing
PGA from a pilot body to an official organisational entity within the administrative structure of the
Ministry of Finance. The PAG is responsible for (i) providing high-quality and independent policy
advice directly to the Minister of Finance and other senior leaders of the ministry (ii) establishing
the basic infrastructure for policy analysis within the ministry, and to develop policy analysis and
capacity within other departments and affiliated agencies of MOF.

The Project has the following 4 immediate objectives:

1. Support to PAG policy analysis and formulation in response to the policy agenda set by the
Minister of Finance and other senior leaders of the Ministry, including providing timely
policy advice and recommendations on urgent policy issues and studying major strategic
policy topics of the public financial system to report to the Minister and other senior leaders
of MOF;

2. Support to PAG institutional development, including the development of systems, knowledge
networks, databases and forecasting models to contribute to the development of policy
analysis and forecasting systems within MOF ;

3. Support for public policy round table discussions to improve the efficiency, transparency,
publicity and public participation; and

4. Support for training courses for MOF policy makers and policy makers from other relevant
government agencies.
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of expenditure for the year ended 31 December 2011 (continued)

Significant accounting policies

Basis of preparation

The statement of expenditure (within the Combined Delivery Report) of the 00049827 -
“Support for Public Financial Policy Analysis” (“the Project”), which is expressed in United
States dollars (*“USD”), has been prepared in accordance with a modified cash basis of
accounting. This is a basis of accounting that is designed to meet the UNDP accounting
requirements for Government implementation; it is not designed to produce a statement that is
compatible with International Financial Reporting Standards. Under this basis of accounting,
expenditures are recognised when payments are made rather than when incurred, except for:

e The treatment of advance payments to staff and co-implementing partners, which are
initially recognised as receivables and only recognised as expenditure when they have
been liquidated by invoices supporting the related expenditure; and

¢ The treatment of encumbrances, which are recognised when a legal commitment has been
entered into by the UNDP Country Office (“UNDP CO”).

Payments are made by the Implementing Partner or by the UNDP CO.

The accompanying statement of expenditure was prepared for the purpose of complying with
UNDP Award 1D 00049827, between the UNDP CO and the Implementing Partner, and with
UNDP accounting requirements and for the information and use of the Project’s management, the
Implementing Partner and UNDP. As a result, the statement of expenditure may not be suitable for
another purpose.

Expenditure

Expenditure represents costs incurred in meeting the Project objectives in line with the
approved budgets.
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of expenditure for the year ended 31 December 2011 (continued)

Fixed assets and equipment

Fixed assets are those assets that have their original prices equivalent to USD1,000 per unit or
more and their lifecycles are of 3 years long or more. In addition, the following assets,
regardless of their lifecycles, are managed in the same way as fixed assets:

- Portable computers;

- Scanners;

- Printers;

- CD writers/recorders, outside hard disks or other devices for portable computers;

- CD/DVD/video players;

- Film cameras, camcorders, digital cameras;

- Mobile phones;

- Personal digital assistants (PDA).

The purchase price and any directly attributable costs in acquiring fixed assets and equipment

are recorded as expenses at the time the assets and equipment are acquired and payment is
made.

For control purposes, the Project prepares a statement of assets and equipment.

Foreign currencies

The Project executes transactions and maintains its accounting records primarily in Vietnam
Dong (“VND”). Transactions in currencies other than USD are recorded at the UNDP’s rate
of exchange for the month when the expenditure was made. Any exchange differences arising
on the conversion of transactions denominated in currencies other than USD are included in
the “UNDP Disb” column of the Combined Delivery Report.

Corresponding figures

Corresponding figures are not required by the accounting practices prescribed by the UNDP.

Combined Delivery Report

The Combined Delivery Report (“CDR™) is the report that reflects the total expenditure and
actual obligations of a Project during a period. This report is prepared by UNDP, using an in-
house accounting software package called ATLAS. The CDR combines expenditure from the
following four disbursement sources for the year ended 31 December 2011:

Implementing pariner — either Government or NGO

These represent disbursements made by the implementing partner and are recorded in the
column titled “Govt Disb” in the CDR.
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of expenditure for the year ended 31 December 2011 (continued)

UNDP - country office, headquarters and other country offices

These represent disbursements made by UNDP from its own bank accounts. These UNDP
disbursements are recorded in the column titled “UNDP Disb” in the CDR. These
disbursements may be classified as either direct payments or UNDP support services.

(i)  Direct Payments — These are payments made by the UNDP on behalf of the implementing
partner, which is responsible for the expenditure. The implementing partner is
accountable for the disbursement and maintains all supporting documentation.

(i) UNDP Support Services — These are payments made by the UNDP for the provision of
support services to the Project. The UNDP is fully responsible and accountable for this
expenditure and, accordingly, maintains all supporting documentation for the
disbursements.

UN agencies

These represent expenditures of another UN Agency when implementing part of the Project.
These UN Agency expenditures are recorded in the column titled “UN Agencies” in the CDR.

Encumbrances

Encumbrance is recognised in the CDR when UNDP CO issues Purchase Orders to vendors.
The payment made by UNDP CO relating to the Encumbrance recognised in the CDR of the
preceding year will be recognised as a UNDP direct payment in the “UNDP Disb” and as a

reduction to the “Encumbrance” column in the current year CDR.

Responsibility for entering into commitments and for maintaining supporting documentation
rests with the same agencies as identified in Note 3(b) above .

UNDP disbursements
UNDP direct UNDP support Total
Description payments services “UNDP disb”
USD USD UsD
Unaudited
Total disbursements 23.999,06 - 23.999,06
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of expenditure for the year ended 31 December 2011 (continued)

Government disbursements

There were differences between the “Funding Authorisation and Certificate of Expenditures” forms
(“FACE”) and the CDR for the year ended 31 December 2011 as follows:

Description Code Per FACE Per CDR Difference
USD USD USD
Travel — local 71600 2.663,69 - (2.663,69)
Travel — local 71610 42.306,63 44.972,81 2.666,18

These differences were due to inappropriate account classification at UNDP CO.

Project completion

The Project completed its operation on 3! December 2011. Currently, the Project
Management has been performing procedures to close the Project’s bank accounts, request
for VAT refunds, transfer assets to the government in accordance with the Project Document
and to financially close the Project.
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UNITED NATIONS DEVELOPMENT PROGRAMME
VIETNAM COUNTRY OFFICE

AWARD ID 00049827

SUPPORT FOR PUBLIC FINANCIAL POLICY ANALYSIS

PART 2
AUDITED STATEMENT OF CASH POSITION
AS AT 31 DECEMBER 2011
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KPMG Limkited Telephone + 84 (4) 3946 1600
16" Floor, Pacific Place Fax + 84 (4) 3946 1601
83B Ly Thuong Kiet Street Intemet  www.kpmg.com.vn

Hoan Kiem District, Hanoi
The Sociaiist Republic of Vietnam

Independent auditors’ report on statement of cash position

To the Country Director, UNDP, Hanoi, Vietnam and the National Project Director of
“Support for Public Financial Policy Analysis”

We have audited the accompanying statement of cash position of the 00049827 - Support for Public
Financial Policy Analysis (“the Project™) implemented by Ministry of Finance (“ the Implementing
Partner”) as at 31 December 2011, a summary of significant accounting policies and other
explanatory information set out from page 13 to 14 (“the statement”). The statement has been
prepared by the management of the Project using the basis of preparation and accounting policies
described in Note | to the statement.

Management’s responsibility for the statement

Management is responsible for the preparation and fair presentation of this statement in accordance
with the basis of accounting and the accounting policies described in Note | to the statement, 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.

Auditors’ responsibility

Our responsibility is to express an opinion on the statement based on our audit. We conducted our
audit in accordance with Intermational Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the statement of cash position is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the statement. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the statement, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity’s preparation of
the statement 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 entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

11

KPMG Limiled, a Vietnamese limited liability company and a member firm of the
KPMG network of independent mamber fms affiliated with KPMG International
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SR~

N



e

Audit opinion

In our opinion, the statement of cash position of the Project, which shows a total cash balance
amounting to USD?2,216.66, presents fairly, in all material respects, the cash balance of the Project
as at 31 December 2011 in accordance with the basis of accounting and the accounting policies
described in Note 1 to the statement.

Basis of accounting and restriction on use

Without modifying our opinion, we draw attention to Note 1 to the statement, which describes the
basis of accounting and the accounting policies adopted by the Project. The statement is prepared
for the information and use of the Project’s management, the Implementing Partner and UNDP. As
a result, the statement may not be suitable for another purpose. Our audit report is intended solely
for the information and use of the Project’s management, the Implementing Partner and UNDP and
should not be distributed to or used by any other parties.

KPMG Limited

Vietnam

Investment Certificate No: 011043000345
AritReport No: 11-02-298-06-b

Hanoi, 25 April 2012
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United Nations Development Programme

Award ID: 00049827
Support for Public Financial Policy Analysis

Statement of cash position as at 31 December 2011

Cash on hand
Cash in banks

Total cash position

Prepared by: Certified by:

Marked for
Identification

Purposes

31/1272011
USD

0.05
2,216.61

2,216.66

Approved by:

Nguyen Thuy Hang Khuat Tuan Anh
Project Accountant Prgject Manager
25 APR 2012

Nguyen Duc Chi
National Project Director
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United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of cash position as at 31 December 2011

These notes form an integral part of the accompanying statement of cash position.

Significant accounting policies

Basis of preparation
The statement of cash position of the UNDP Award 1D 00049827 - Support for Public Financial
Policy Analysis (“the Project”) was prepared for the purpose of complying with UNDP accounting

and reporting requirements and for the information and use of the Project’s management, the
Implementing Partner and UNDP. As a result, the statement may not be suitable for another

purpose.

Cash comprises cash on hand and cash at bank.
Foreign currencies

The statement of cash position is presented in USD. Cash balances in currencies other than USD are
recorded at the UNDP’s rate of exchange at 31 December 2011,

Corresponding figures

Corresponding figures are not required by the accounting practices prescribed by the UNDP.
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UNITED NATIONS DEVELOPMENT PROGRAMME
VIETNAM COUNTRY OFFICE

AWARD ID 00049827

SUPPORT FOR PUBLIC FINANCIAL POLICY ANALYSIS

PART 3
AUDITED STATEMENT OF ASSETS AND EQUIPMENT
AS AT 31 DECEMBER 2011
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KPMG Limited Telephone + 84 (4) 3946 1600
16" Floor, Pacific Place Fax + 84 (4) 3946 1601
838 Ly Thuong Kiet Street Internet  www.kpmg.com.vn

Hoan Kiem District, Hanoi
The Socialist Republic of Vietnam

Independent auditors’ report on statement of assets and equipment

To the Country Director, UNDP, Hanoi, Vietnam and the National Project Director of
“Support for Public Financial Policy Analysis”

We have audited the accompanying statement of assets and equipment of the UNDP Award ID
00049827 - Support for Public Financial Policy Analysis (“ the Project”) implemented by Ministry
of Finance (“the Implementing Partner”) as at 31 December 2011, a summary of significant
accounting policies and other explanatory information set out from pages 18 to 19 (“the statement”).
The statement has been prepared by the management of the Project using the basis of preparation
and accounting policies described in Note | to the statement.

Management’s responsibility for the statement

Management is responsible for the preparation and fair presentation of this statement in accordance
with the basis of accounting and the accounting policies described in Note 1 to the statement, 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.

Auditors’ responsibility

Our responsibility is to express an opinion on the statement based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the statement. The procedures selected depend on our judgement, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the entity’s preparation of the statement 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

16

KPMG Limited, a Vietnamese limited liability company and a member firm of the
KPMG netwark of independent member firms affilialed with KPMG [nlemational
{Cooperaliva ("KPMG Intemational™), a Swiss entity
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Audit opinion

In our opinion, the statement of assets and equipment of the Project, which shows a total balance of
USD60,062, presents fairly, in all material respects, the assets and equipment balance of the Project
as at 31 December 2011 in accordance with the basis of accounting and the accounting policies
described in Note 1 to the statement.

Basis of accounting and restriction on use

Without modifying our opinion, we draw attention to Note 1 to the statement, which describes the
basis of accounting and the accounting policies adopted by the Project. The statement is prepared
for the information and use of the Project’s management, the Implementing Partner and UNDP. As
a result, the statement may not be suitable for another purpose. Qur audit report is intended solely
for the information and use of the Project’s management, the Implementing Partner and UNDP and
should not be distributed to or used by any other parties.

KPMG Limited
Vietnam
Investment Certificate No: 011043000345

HrBegort No: 11-02-298-06-c

Hanoi, 25 April 2012
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(2)

(b)

United Nations Development Programme

Award ID: 00049827

“Support for Public Financial Policy Analysis”

Notes to the statement of assets and equipment as at 31 December 2011

These notes form an integral part of the accompanying statement of assets and equipment.

Significant accounting policies
Basis of preparation

The statement of assets and equipment of the UNDP Award ID 00049827 - Support for Public
Financial Policy Analysis (“the Project™), which is expressed in USD, was prepared for the purpose
of complying with UNDP accounting and reporting requirements and for the information and use
of the Project’s management, the Implementing Partner and UNDP. As a result, the statement may
not be suitable for another purpose.

Fixed assets are those assets that have their original prices equivalent to USD 1,000 per unit or
more and their lifecycles are of 3 years long or more. In addition, the following assets,
regardless of their lifecycles, are managed in the same way as fixed assets:

Portable computers;

- Scanners;

- Printers;

- CD writers/recorders, outside hard disks or other devices for portable computers;
- CD/DVD/video players;

- Film cameras, camcorders, digital cameras;

- Mobile phones;
- Personal digital assistants (PDA).

The purchase price and any directly aftributable costs in acquiring fixed assets and equipment
are recorded as expenses at the time the assets and equipment are acquired and payment is
made.

For control purposes, the Project prepares a statement of assets and equipment.
Foreign currencies
The Project executes transactions and maintains its accounting records primarily in Vietnam

Dong (“VND”). Transactions in currencies other than USD are recorded at the UNDP’s rate
of exchange for the month when the expenditure was made,
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UNITED NATIONS DEVELOPMENT PROGRAMME
VIETNAM COUNTRY OFFICE

AWARD ID 00049827

SUPPORT FOR PUBLIC FINANCIAL POLICY ANALYSIS

PART 4
SUMMARY OF AUDIT RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2011
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UNITED NATIONS DEVELOPMENT PROGRAMME
VIETNAM COUNTRY OFFICE

AWARD ID 00049827

SUPPORT FOR PUBLIC FINANCIAL POLICY ANALYSIS

PART 5
MANAGEMENT LETTER
FOR THE YEAR ENDED 31 DECEMBER 2011

25



lcpisc

KPMG Limited Telephone + 84 (4) 3946 1600
16™ Floor, Pacific Place Fax + B4 (4) 3946 1601
B3B Ly Thuong Kiet Street internet  www.kpmg.com.vn

Hoan Kiem District, Hanoi
The Socialist Republic of Vietnam

Mr. Nguyen Duc Chi
National Project Director
“Support for Public Financial Policy Analysis”

Ministry of Finance
Room 201, Project Building
No 4 Lane 1 Hang Chuoi

25 April 2012
Dear Mr. Nguyen Duc Chi,

Management Letter — Audit for the year ended 31 December 2011

We have audited in accordance with International Standards on Auditing the statements of
expenditure, cash position and assets and equipment (“the statements™) of “Support for Public
Financial Policy Analysis” (“the Project”) for the year ended 31 December 2011, and have issued
our audit reports thereon dated 25 April 2012. An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in the statements. The procedures selected depend
on our judgment, including the assessment of the risks of material misstatement of the statements,
whether due to fraud or error.

During our audit we noted certain matters involving internal control and other operational matters
that are presented for your consideration. These comments and recommendations, all of which have
been discussed with the appropriate members of management, are intended to improve internal
control or result in other operating efficiencies and are summarised in the enclosed report.

Our audit procedures are designed primarily to enable us to forrn an opinion on the statements, and
therefore may not bring to light all weaknesses in policies or procedures that may exist. We aim,
however, to use our knowledge of the Project gained during our work to make comments and
suggestions that we hope will be useful to you.

Project management’s responsibilities for the internal control systems

The design, development, implementation and operation of internal control system are the
responsibility of the Project’s management. In fulfilling this responsibility, estimates and judgment
by the management are required to assess the risks, expected benefit and related costs of internal
control policies and procedures. The objectives of an internal control system are to provide the
management with reasonable and necessary assurance that regulations, procedures and management
processes are strictly complied with, the Project’s financial resources are used in a transparent and
effective manner, figures reported in financial statements are highly reliable, assets are safeguarded
against loss from unauthorized use or misappropriation, and that transactions are executed in
accordance with the current financial management regulations of UNDP,
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Classification of our findings

Our findings are grouped into the following categories.

High : Action that is considered imperative to ensure that UNDP 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

Low

to take action could result in significant consequences).

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

Our findings covered the following audit area:

1.

2.

Human Resources;

Finance;

Procurement;

Asset Management;

Cash Management;

General Administration; and

Information System

Furthermore, our findings were also classified by possible causes as follows:

[o—

e A TR T B

Lack of/or inadequate policies/procedures guidelines

Lack of/or inadequate guidance/supervision at the project level

Lack offor inadequate guidance/monitoring at UNDP Country Office (“UNDP CO”) level
Lack of/or insufficient resources (specify: financial, human or, technical resources)
Inadequate planning

Inadequate training

Human error

Intentional overriding of internal controls

Inadequate management structure

27
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Overall assessment

The overall risk assessment of the internal control system of the Project in relation to its activities
implemented during the year ended 31 December 2011 is Low.

This is supported by our assessment of risk relating to each control weakness as specified in Section
II — Audit findings and recommendations.

The Project’s written responses to our comments and recommendations has not been subjected to the
auditing procedures applied in the audit of the statements and, accordingly, we express no opinion
on them.

This communication is intended solely for the information and use of the Project’s management, the
Implementing Partner and UNDP and should not be distributed to or used by any other parties.

28




II.

Al

B.1

B.2

Cl1

Contents

Executive summary

Audit findings and recommendations

HUMAN RESOURCES

United Nations Development Programme
Award ID 00049827

“Suppori for Public Financial Policy Analysis”
Management leiter

Jor the year ended 31 December 2011

Comply with HPPMG provision on recruitment of national

project consultants/experts

FINANCE

Perform reconciliation between CDR and FACE

Comply with the regulations on foreign exchange
management

PROCUREMENT

Comply with the procedures for selection of suppliers
ASSET MANAGEMENT

No issue identified.

CASH MANAGEMENT

No issue identified.

GENERAL ADMINISTRATION

No issue identified

INFORMATION SYSTEM

No issue identified.

Risk Page
severity

Low 32

Low 34

Low 35

Low 37
39
39
39
39
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 31 December 2011

Executive summary

Project progress summary

L Actual Disb.T
X

Number of activities Budget penditure| are
Qutput
Completed | 1™ | NOt o | ysp USD %
P progress | started °
QOutput 1: Provide policy 2 - - 2 100,500 72,982 53

advice at regular and urgent
requests of the leaders of
the Ministry, and financial
policy advice to the
Ministry of Finance.

Output 2: Tax policy 2 - 1 3 33,500 27,519 | 82

Output 3: Budget and 2 - 2 4 35,500 15,422 | 43
social welfare policies

Output 4: Financial 3 - - 3 41,000 63,672 | 155
monitoring mechanism and
corporate financial policies

Output 5: Financial market 3 - 2 5 46,000 12,509 | 27
management and
development policies

Output 6: Strengthening 2 - 1 3 30,200 9,506 | 31
organizational capacity of
the Ministry of Finance
structure

Salaries and other 110,624 | 116,067 | 105
supporting expenses

Total 14 - 6 20 397,324 | 317,677 | 80

(source. extracted from the Project’s 2011 Annual Progress Report)

30



2.

Summary of audit findings

United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letier

Jor the year ended 31 December 2011

No. Audit observations Audit area Cause RISI:‘
severity

A.l | Comply with HPPMG provision Human Lack of supervision at Low
on recruitment of national project resources project level
consultants/experts

B.1 | Perform reconciliation between Finance Human error/ Lack of Low
CDR and FACE supervision at project

level

B.2 | Comply with the regulations on Finance Lack of supervision at Low
foreign exchange management project level

C.1 | Comply with the procedures for | Procurement | Lack of supervision at Low
selection of suppliers project level

31
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 31 December 2011

Audit findings and recommendations

Human Resources

Comply with HPPMG provision on recruitment of national project consultants/experts

Audit area : Human resources

Cause : Lack of supervision at project level
Risk severity : Low

Criteria

Part I11, Chapter 5 — Recruitment of Project Personnel of the HPPMG provides that:

“1.2 Following are the basic steps for the recruitment of national consultants/ experts:

Step 3: Advertising the vacancy
Job vacancy must be publicly advertised on the following mass media:

- The Bidding Newspaper (in three successive issues);

- The bidding webpage of the MPI at www.mpi.gov.vn,

- Local job searching websites;

- UN website (the UNCQO is responsible for posting of the job vacancy online).”
(11 - Recruitment of National Project Consultants/Experts”

Observation

In October 2011, the Project employed experts for carrying out research on “Vietnamese Financial
Reform Advisory - Analysis of actual situation of the State budget revenue and expenditure
structure and reform directions”. The Project advertised the job vacancy on the Vietnam News and
UNDP Website but failed to publish the information on the Bidding Newspaper and local job
searching websites.

Potential impact
Without public advertisement of the vacancies for national Project consultants, the Project may not
be able to assess the highly qualified consultants for the Project. Compliance with the required

recruitment procedures will help the Project to demonstrate to the stakeholders and other interested
parties that it manages the Project activities in a transparent manner.

32
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 31 December 2011

Recommendation

The Project management should comply with the required procedures of HPPMG in relation to the
recruitment of national Project consultants,

Project management’s response

Action : This is an one-off case: Time to recruit experts is very short due to
request from the Ministry, constructing a plan to restructure the
economy ~ a mission which the Government handed to Ministry of
Finance. This is a highly specialized area, recruitment of experts is also
consulted by specialized bodies such as National Institute for Finance
and UNDP.

Person in charge

Timing

UNDP Programme Officer’s comment

Agree with auditors’ finding.

33
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis™
Management letter

Jor the year ended 3] December 2011

Finance

Perform reconciliation between CDR and FACE

Audit area : Finance

Cause : Human error/Lack of supervision at project level
Risk severity : Low

Criteria

In accordance with the UNDP reporting requirements, both the FACE and the CDR show the
Project’s total expenditure. Accordingly, financial information in these reports should be consistent.

Observation

We noted that there were some differences in accounts between the FACE and the CDR for the year
ended 31 December 2011, although the total expenditure per each report is the same. These
differences were due to inappropriate account classification at UNDP CO (Refer to Note 5 to the
statement of expenditure).

Potential impact

If CDR is incorrect, there is a risk that Project management and other stakeholders will make
inappropriate decisions on the basis of inaccurate information.

Recommendation

The Project Accountant and UNDP should have a formal procedure to perform quarterly
reconciliation whereby expenditure will be reconciled by activities and individual accounts between
FACE and CDR. Quarterly reconciliation should be documented, reviewed and approved by the
Project Manager. Any reconciling items between CDR and FACE should be promptly informed to
UNDP CO for adjustments in the subsequent quarter.

Project management’s response

Action :  The Project ended, therefore, UNDP may consider auditors’
recommendation to apply to other projects which are being implemented.

Person in charge : UNDP office

Timing ;2012

UNDP Programme Officer's comment

Agree to auditors’ finding.
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 31 December 2011

B.2 Comply with the regulations on foreign exchange management

Audit area : Finance

Cause : Lack of supervision at project level
Risk severity : Low

Criteria

Article 29 of Decree 160/2006/ND-CP dated 28 December 2006 states that within the territory of
Vietnam, all transactions, payments, listings and advertisements of residents and non-residents
must not be made in foreign currencies except for the cases specified in this article. Besides, the
Government’s Decree 95/2011/ND-CP dated 20 October 2011 specifies strict administrative
penalties on violations of regulations on foreign exchange management.

Observation

We noted that, labour contracts and consultant contracts of the Project were stated in United States
Dollar instead of Vietnam Dong (“VND”).

Potential impact

Failure to comply with current regulations on foreign exchange management may lead to the risk
that the Project will be fined by the authorities.

Recommendation

For the projects in the future, the Project management should ensure that all the contracts entered
into with residents or non-residents in Vietnam as specified in the Decree 160/2006/ND-CP are
made in VND instead of any foreign currencies, in accordance with current regulations on foreign
exchange control.
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

for the year ended 31 December 2011

Project management’s response

Action

Person in charge

Timing

Labour contracts signed with Project’s staffs and contracts signed with
independent experts are made in accordance with cost norm on local
expenditure which is established by UNDP, in which, expenditure is
stated in USD. In practice, all expenditure are paid in VND after
converted using monthly exchange rate stipulated by UNDP,

UNDP considers to instruct other projects to apply the
recommendation.

UNDP office

2012

UNDP Programme Officer’s comment

No comment.
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United Narions Development Programme
Award ID 00049827
“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 3] December 2011

Procurement

Comply with the procedures for selection of suppliers

Audit area : Procurement

Cause : Lack of supervision at project level
Risk severity : Low

Criteria

Part [, Chapter 7 — Project Procurement of the HPPMG provides that:

“Competitive offers / Shopping as referred to in Item 1.a, Article 22, of the Bidding law: From US§
2,501 to US$ 30,000 (item 2.6.2)

“When procurement is undertaken by a Viemamese agency, relevant provisions of the national
Bidding Law are applied” (item 2.5a)

Article 43, Decree 85/2009/ND-CP provides that:

“The application of the form of competitive offers in procurement must be approved together with
bidding plans ...The bid solicitor shall publish a notice of invitation for competitive offfers on the
Bidding Newspaper in 3 consecutive issues.”

“...receive at least 3 dossiers of proposals from 3 different contractors.”

Observation

In 2011, the Project awarded 3 service packages of workshop organization at more than
USD2,500/each package. However, the Project did not fully comply with procedures for
competitive offers: the Project failed to publish a notice of invitation on the Bidding Newspaper, to
receive 3 quotations and to make supplements to the the bidding plan. Details of these contracts are
as follows:

Date Descriptions Suppliers Amount (YND)
20/12/2011 Workshop at Sheraton hotel Thien Ha Company 152,133,415
2/6/2011 Workshop at Guest House of Ministry of | Tan Phuong Bac 125,554,000

National Defense Company
23/1212011 Workshop at Trade Union Hotel Thien Ha Company 87,406,000
(Cong Doan)
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United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letter

Jor the year ended 31 December 201/

Potential impact

Failure to comply with the procedures for competitive offers may prevent the Project from selecting
the best supplier.

Recommendation

The Project should fully comply with the procedures for competitive offers in accordance with
Article 43, Decree 85/2009/ND-CP.

Project management’s response

Action :  As time for planning stage of each workshop is very short (one to two
weeks), therefore, publication on Tendering News is not feasible.
Besides, selection of workshop organizers is based on suppliers’
quotations. These quotations detail for each components in the service
package (room rate, equipment, meals, ect.). Rates for these services
can be easily compared and obtained from market as these are
common services. Besides, workshops are conducted frequently, thus,
the Project can easily compare quality of service and price.

Person in charge

Timing

UNDP Programme Officer's comment

Agree with auditors’ finding, however, publication on Tendering News may be not necessary as the
Project opted to apply limited competition with 3 quotations.
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Asset Management

No issue identified.

Cash Management

No issue identified.

General Administration

No issue identified.

Information System

No issue identified.

United Nations Development Programme
Award ID 00049827

“Support for Public Financial Policy Analysis”
Management letier

Jor the year ended 31 December 2011
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UNITED NATIONS DEVELOPMENT PROGRAMME
VIETNAM COUNTRY OFFICE

AWARD ID 00049827

SUPPORT FOR PUBLIC FINANCIAL POLICY ANALYSIS

PART 6
STATUS OF THE PRIOR YEAR AUDIT RECOMMENDATIONS
FOR THE YEAR ENDED 31 DECEMBER 2011
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