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Report on the Audit of UNDP Cost Recovery Practices 
Executive Summary 

 
The UNDP Office of Audit and Investigations (OAI) conducted an audit of UNDP Cost Recovery Practices from 27 
April to 15 May 2015. The audit aimed to assess the adequacy and effectiveness of the governance, risk 
management and control processes relating to the following areas and sub-areas: 
 

(a) Adherence of UNDP cost recovery mechanisms to the relevant Executive Board decisions and 
Quadrennial Comprehensive Policy Review directives, including criteria of full cost recovery and 
proportional cost recovery from core and non-core funds. 
 

(b) Implementation, monitoring, and oversight of the UNDP cost recovery policies by Country Offices and 
Headquarters units. This included an assessment of the adequacy of the systems employed for the 
management of cost recovery as well as a review of the client-oriented dimension of the services 
provided. 

 
The audit covered the following cost recovery income items: General Management Support, Direct Project Costs, 
and Agency Services. Not included in the audit were other cost recovery income items related to common 
shared services (i.e., local premises, security, communication, and dispensary) which are incurred in the field and 
thus fall outside the scope of this audit. The audit also did not cover the internal cost recovery process among 
UNDP business units, such as Management Consulting Team services, as well as information technology, and 
procurement services. These services do not generate an income but are rather a transfer of resources from one 
UNDP unit to another. The audit covered the period from 1 January to 31 December 2014. This was the first audit 
of UNDP Cost Recovery Practices. 
 
The audit was conducted in conformance with the International Standards for the Professional Practice of Internal 
Auditing. 
 
Overall audit rating 
 
OAI assessed UNDP Cost Recovery Practices as partially satisfactory, which means, “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 the achievement of the objectives 
of the audited entity.” This rating was mainly due to weaknesses in the implementation of the new Direct Project 
Costs methodology as well as insufficient justification for the new General Management Support allocation key.  
 
Key recommendations: Total = 5, high priority = 2 
 
The five recommendations aim to ensure the following:  (a) achievement of the organization’s strategic 
objectives (Recommendation 1); (b) compliance with legislative mandates, regulations and rules, policies and 
procedures (Recommendations 2, 3 and 5), and (c) effectiveness and efficiency of operations (Recommendation 
4).   
 
For high (critical) priority recommendations, prompt action is required to ensure that UNDP is not exposed to 
high risks. Failure to take action could result in major negative consequences for UNDP. All high (critical) priority 
recommendations are presented below: 
 




