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Terms of Reference
Consultancy on Macro Assessment of Public Financial System in Lao PDR
1. Background
1-1. Pursuant to the UN General Assembly Resolution 56/201 on the triennial policy review of operational activities for development of the United Nations system, UNDP, UNICEF, UNFPA and WFP (United Nations Development Group Executive Committee Agencies) adopted a common operational framework for transferring cash to government and non-government Implementing Partners.  In 2005, the UNDG formally released a Harmonized Framework for Cash Transfers to Implementing Partners (HACT), which applies to the ExCom Agencies and other UN Agencies that choose to adopt it.  Its implementation will significantly reduce transaction costs and lessen the burden that the multiplicity of UN procedures and rules creates for its partners.
1-2. Implementing Partners will use common forms and procedures for requesting cash and reporting on its utilization. UN Agencies will adopt a risk management approach and will select specific procedures for transferring cash on the basis of the joint assessment of the financial management capacity of Implementing Partners. They will also agree on and coordinate activities to maintain assurance over the utilization of the provided cash. Such jointly conducted assessments and assurance activities will further contribute to the reduction of costs.

1-3. The adoption of the new harmonized approach is a further step in implementing the Rome Declaration on Harmonization and Paris Declaration on Aid Effectiveness and its localized version in Lao PDR, the 2006 Vientiane Declaration on Aid Effectiveness, which call for a closer alignment of development aid with national priorities and needs. The approach allows efforts to focus more on strengthening national capacities for management and accountability, with a view to gradually shift to utilizing national systems. It will also help Agencies shape their capacity development interventions and provide support to new aid modalities. 

1-4. The Agencies will need to assess the risks associated with transactions to an Implementing Partner before initiating cash transfers under the harmonized procedures.  Two types of assessments are required: an upfront Macro Assessment of the programme country’s overall Public Financial Management (PFM) environment in which UN Agencies will provide cash transfers to Implementing Partners; and a Micro Assessment of the financial management capacity of the Implementing Partners to assess the risks related to cash transfers to those partners.

1-5. In Lao PDR, three of the UN ExCom Agencies, namely, UNDP, UNFPA and UNICEF have been jointly implementing HACT since 2006, under the current United Nations Development Assistance Framework (UNDAF) for Lao PDR from 2007-2011, in collaboration with the Government (mainly the Department of International Cooperation of Ministry of Planning and Investment, or DIC/MPI) and with support from the Office of the UN Resident Coordinator.  The first Macro Assessment was conducted in 2006, as well as a total of 25 Micro Assessments have been undertaken for the national Implementing Partners.  On 5 April 2010, the United Nations in Lao PDR declared that Lao PDR is now a “HACT compliant” country as all specified prerequisites had been met.

1-6. The next UNDAF for Lao PDR will start in 2012, and currently the Country Analysis exercise is underway to feed into the formulation of the UNDAF.  Within this context, the HACT participating UN Agencies in Lao PDR (i.e. UNDP, UNFPA and UNICEF) plan to undertake another Macro Assessment of the country’s public financial management system, to help take appropriate decisions on HACT modalities, procedures and assurance activities for their programmes/projects during the next cycle of the Agencies’ respective new Country Programmes from 2012. 

2. Purpose of the Macro Assessment
2-1. Capacity development objective: The Macro Assessment will support the HACT participating UN Agencies and the Government of Lao PDR to identify strengths and weaknesses in the country’s PFM and areas for further capacity development by the Government and other partners.
2-2. Financial management objective: The Macro Assessment (in combination with the micro assessments of Implementing Partners) will help establish appropriate cash transfer modalities, procedures, and assurance activities to be applied by the HACT participating UN Agencies. It will also inform and help guide the State Audit Organisation (SAO) as to how it could undertake audits of cash transfers provided to “low risk” Implementing Partners.

3. Scope

3-1. The Macro Assessment is not intended to provide a “pass or fail” mark or a risk rating to the Implementing Partners, but rather to provide background information on the general PFM context within which HACT activities are conducted, and to determine the level of the capacity of the national SAO to conduct audits of Implementing Partners.

3-2. The macro assessment will be based entirely on PFM-related work that has already been conducted by development partners, most notably by the World Bank. Generally, examples of such assessments and reports may include (not all may be available in Lao PDR):

· Previous Macro Assessment (2006) and Micro-Assessment findings from 2006 and 2009
· Executive Summary of the Integrated Fiduciary Assessment, the World Bank

· Country Procurement Assessment, the World Bank

· Country Public Expenditure Review, the World Bank

· Country Financial Accountability Assessment, the World Bank

· Public Expenditure Review, the World Bank

· Country Procurement Assessment Review, the World Bank

· Institutional and Governance Review, the World Bank

· Fiscal Transparency Review, IMF

· Diagnostic Study of Accounting and Auditing, Asian Development Bank

· Ex-ante audits of PFM systems, EC

· Assessments done by other development partners

3-3. In order to ensure that the review is of maximum usefulness and relevance, the above assessments and reports should be as recent as possible, not more than five years old.
3-4. The review will cover areas of the national budget development and execution process; the functioning of the public sector accounting and internal control mechanisms; audit and oversight; and financial recording systems and staff qualifications.

3-5. Should further clarification or verification be required to substantiate the review, responsible officials of relevant government agencies may be consulted, such as the Ministry of Finance, the State Audit Organization, the Bank of Laos, etc.  Such consultations will be coordinated by DIC/MPI.
4. Methodology

4-1. The Macro Assessment will be undertaken by a consultant.  The consultant’s work will start with the collection of existing and available PFM-related assessments and review reports, also taking into consideration the UN Agencies’ own experiences and knowledge on the PFM. The consultant will prepare a list of such reports available in the country and share it with the HACT Task Force for review and endorsement. The consultant will then review the existing documentation and UN Agencies’ experiences.
4-2. The consultant will give special attention to PFM aspects and issues that relate to the management and utilization of official development assistance in general and technical assistance in particular.
4-3. The consultant will prepare a draft report on the results of the Macro Assessment.  The UN HACT Task Force will share the draft report with all participating Agencies, UNORC and DIC/MPI. The HACT TF will thereafter organize a meeting for the consultant to introduce the draft report to the TF member agencies, UNORC and DIC/MPI, and validate its results and revise the report if need be.

4-4. Progress in consultant’s work will be closely monitored by the HACT Task Force.

4-5. The consultant will submit the final Macro Assessment report to the UN Resident Coordinator and the Heads of UNDP, UNFPA and UNICEF in Lao PDR, through the HACT Task Force.

5. Deliverable
5-1. The consultant’s final report will be about 4-pages long (excluding annexes) along with a PowerPoint presentation that synthesizes the report, and concludes with a completed table of the risk areas (refer to Annex 1). The report should include the following main elements:

· Objective of the review and statement of process and participating institutions 

· Summary of findings - to address each of the issues identified in the checklist 

· Any key risks the PFM poses to the functioning of the cash transfer framework 

· Assessment of Supreme Audit Institution’s capacity to undertake required audits 

· Suggested possible entry points for capacity building and harmonization of financial management procedures (if any) 

· Bibliography of information sources used in the assessment 

· Annex — the completed checklist

5-2. Duration of assignment and timetable of activities: 

The macro assessment is estimated to take 2 weeks (10 working day), within the overall period of time from 9 to 20 May, 2011 

	Activities
	Duration

	Collection of existing PFM-related assessments and review reports
	2 days

	1) Submission the list of PFM assessments and reports to the HACT Task Force for approval, and 2) a consultation meeting with the HACT TF 
	½ day

	Preparation of the draft report and submission of the report to HACT TF
	5 days

	Presentation of the draft report to HACT TF
	½ day

	Finalization of the report and PowerPoint presentation and submission to HACT TF
	2 days


6. Qualifications of Consultant

The assessment will be conducted by an international or national consultant. The consultant is expected to have the following major qualifications and competencies: 

· Prior experience advising on the PFM
· Experience and expertise in reviewing public financial management systems and preparing similar reports

· Ability to identify and collect reports on the PFM

· Familiar with international organizations, particularly UN Agencies, their financial management policies /practices and assistance projects

· Broad understanding about governance and accountability issues

· Excellent written and oral communications skills in English 

· Knowledge of the Lao government policies and systems and Lao language is a great advantage

7. Costs

All costs related to the HACT Macro Assessment will be co-shared by UNDP, UNFPA and UNICEF in Lao PDR.
8. Application and contact details

· Deadline for application is Friday 22 April, 2011
· Applications shall be sent via email to: lao.procurement@undp.org  or by currier, mail to Procurement Unit,  UNDP Lao PDR, Vientiane PO Box 345.  Please indicated in e-mail subject or on the envelope “Application - Consultancy on Macro Assessment of Public Financial System in Lao PDR”

· Contact details: Tel.(856 21) 267 777  Fax: (856 21) 267 799; 264 939
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