UNITED NATIONS DEVELOPMENT PROGRAMME

Office of Audit and Investigations

22 &

Empowered lives.
Resilient nations.

AUDIT

OF

UNDP SOUTH SUDAN

THE COMMUNITY SECURITY AND ARMS CONTROL PROJECT
(Directly Implemented Project No. 77737)

Report No. 1093
Issue Date: 29 April 2013



United Nations Development Programme
Office of Audit and Investigations

Report on the audit of UNDP South Sudan
Community Security and Arms Control Project (Project No. 77737)
Executive Summary

From 8 to 19 October 2012, the Office of Audit and Investigations (OAl) of the United Nations Development
Programme (UNDP), through Ernst & Young, Nairobi (the audit firm), conducted an audit of the Community
Security and Arms Control Project (Project No. 77737) which was directly implemented and managed by the
UNDP Country Office in South Sudan (the Office). The audit firm was under the general supervision of OAl in
conformance with the International Standards for the Professional Practice of Internal Auditing.

The project reported expenditure totaling $5.1 million during the period from 1 January to 31 December 2011.
The following donors contributed to the Project: the Netherlands, Department of Foreign Affairs and
International Trade Canada, Department for International Development, United States, Canadian International
Development Agency and Norway.

Audit scope and objectives

The audit work covered financial transactions as well as internal controls and systems for the purpose of
expressing an opinion on whether the financial statements present fairly, in all material aspects, the results of
the Project’s operations, as well as assess compliance with UNDP regulations, rules, policies and procedures and
donor agreements. The audit covered the review of the Project’s Statement of Expenditure (Combined Delivery
Report) for the period from 1 January to 31 December 2011 and Statement of Assets of 31 December 2011. It
also reviewed the relevant systems, procedures and practices in place as they relate to the Project, in the areas
of: organization and staffing, project management, human resources management, financial and cash
management, procurement, asset management, information systems and general administration.

Audit rating

Based on the audit report submitted by the audit firm, OAl assessed the management of the Project as
satisfactory, which means “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 objectives of the audited entity.” The details of the audit results are presented in Figure 1and 2.

Figure 1: Summary results of the financial audit

Project Expenditure Project Assets Cash
Amount Opinion Amount Opinion Amount Opinion
(in $ ‘000) (in $'000) (in $'000)
5,054 Unqualified 525 Unqualified - Not Applicable*

*No separate bank account was held by the project

Audit Report No. 1093, 29 April 2013: UNDP South Sudan - Project No. 77737 Pagei



United Nations Development Programme @
Office of Audit and Investigations

O|c]
P EE

Figure 2: Internal controls and systems audit ratings summary
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General administration

Key issues and recommendations
The audit raised one issue and resulted in one recommendation which was ranked as “medium” (important)
priority, which means “Action is required to ensure that UNDP is not exposed to significant risks. Failure to take

action could result in negative consequences for UNDP.” The medium (important) priority recommendation
includes actions to strengthen procedures over the movement of assets in and out of the UNDP compound.

Management’'s comments

The UN Resident Coordinator and UNDP Resident Representative accepted the recommendation and are in the
process of implementing it.

il

Helge S. Osttveiten
Director

Office of Audit and Investigations
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1.

1.1,

1.1.1.

1.1.2,

INTRODUCTION
BACKGROUND
UNDP Country Office

UNDP supports priorities of the Government of South Sudan by implementing the
Country Programme Action Plan (CPAP). This is mainly done by supporting projects
that are directly implemented by UNDP on behalf of the Government through the
Direct Implementation Modality (DIM). Under the DIM, UNDP assumes overall
management responsibility and accountability for the projects.

UNDF works with the Government, UN agencies, civil society and development
partners in four broad programmatic areas; democratic governance, economic
development, social and human development, and conflict prevention and security.

Project background

One of the legacies of the 40 years of civil war in Southern Sudan since 1961 is
significant influx of weapons, both through the direct conflict of the two former
antagonists, the Government of Sudan and the Sudan People’s Liberation Army
(SPLA), as well as through neighboring countries. These weapons are used to meet
individual and/ or community needs for protection from other neighboring
communities against aggression, cattle theft and/or other perceived threats. These
same weapons have been used for offensive and predatory raiding and criminality
by and against civilians, leading to cyclical violence and revenge attacks. The UN
Joint Assessment Mission (JAM) recognized that easy access to weapons and the
proliferation of small arms have contributed to increasingly violent and entrenched
clashes. The JAM findings highlighted that demilitarization of areas of return is a
necessary precondition, as is the training of civil authorities in the promotion and
protection of human rights for all. Recovery programmes can address the
proliferation of small arms and light weapons by encouraging community
involvement in and responsibility for disarmament.

Community Security and Arms Control Project (CSAC) is an integral part of the
United Mations' support to the Government of Southern Sudan's efforts to bulld
confidence, stability and security for communities in Southern Sudan as a key
contribution towards more responsive governance, strengthened rule of law and
improved recovery/development in South Sudan. The project is implemented in
selected and insecure states of South Sudan. The project was first designed as part
of the 2009-2012 Country Programme Action Plan (CPAP) and was operating
based on Annual Work Plans prepared at the beginning of each year. The project is
currently part of the new CPAP 2012-2013 and operating based on AWP. Project
is implemented across states of South Sudan.
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1.2,

1.3.

AuDIT OBJECTIVES

The objective of the audit is to determine the regularity of the receipt, custody,
expenditure, and accounting for UNDP resources and assess the overall operational
and internal control system for management of the project.

The specific objectives of the audit were:

#  Express an opinion on whether the Combined Delivery Reports (statement of
expenditure), including disbursements and encumbrances of the  Project for
the audit period presents fairly, in all material respects, expenditures
incurred on the project; and whether these expenditures were incurred:

i in conformity with the approved project budgets;

ii)  for the approved purposes of the project;

iii) in compliance with the relevant regulations and rules, policies and
procedures of UNDP;

iv)  in accordance with donor grant terms; and

v)  Supported by properly approved vouchers and other supporting
documents.

¥ Express an opinion on whether the projects’ statement of assets as at 31
December 2011 presents fairly, in all material respects, the balance of
inventory of the projects.

»  Express an opinion on whether the projects’ Statement of Cash Position as at
31 December 2011 presents fairly, in all material respects, the cash and bank
balances of the projects. (Statement of Cash Position is required only if there
was a separate bank account for the project)..

»  Provide an overall assessment of the operational and internal control systems
that are in place for the management of the Project(s) so that related
transactions are processed in accordance with UNDP policies and procedures
and for the achievement of the projects objectives.

SCOPE OF AUDIT

We conducted our audit in accordance with International Standards on Auditing.
The scope of the audit was limited to the expenditure incurred by UNDP directly in
implementation of the project which is defined as including all UNDP disbursements
and encumbrances listed in the Combined Delivery Report.

The audit covered the overall project’s management system, monitoring and
evaluation system, financial and accounting system as well as follow-up on previous
audit recommendations. The audit work included the review of all project reports
and records which includes:

#  The Combined Delivery Report (CDR)/ Statement of Expenditure of the
project for the year ended 31 December 2011.

3
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disbursement or payments against liabilities and cash advances to field offices as
well as project staff.

Procurement:

We assessed whether goods (supplies, equipment) and services for the project are
procured competitively and in a transparent manner in accordance with UNDP
policies and procedures; and these are of a quality and quantity that are actually
required for the project. Our review covered:

#  the integrity of the entire procurement process from the initial identification
of needs;

the formulation of specifications;

solicitation of bids/tenders/proposals from vendors;

evaluation of vendor offers in response to solicitations;

the award of contracts;

the appropriate assessment of goods or services delivered and the payment
for received goods or services; and;

Monitoring performance of the contractors.

YYVYY

v

Assets Management:

We assessed whether project assets are adequately recorded, safeguarded,
monitored, including periodic physical verification of their use and existence, and
controlled to ensure that the assets are adequately used and only for project
purposes. Assets are defined as all items with an acquisition value exceeding
$1,000 (such as vehicles and office equipment), or, for attractive items, exceeding
5400, the costs of which are charged to the project expenditure or which are
received in kind as donations from third parties.

Cash Management:

We reviewed the safeguarding of all cash (including bank accounts) held separately
for the purposes of the project either in the UNDP country office or at the project
field offices, including cash held as advances or imprest in any sub-office or field
office, where applicable.

Information Systems:

We assessed the efficiency and security of the information systems established and
maintained from project funds and their adequacy to meet the management and
reporting requirements of the project.

General Adm n:

We assessed other relevant areas of operations for which expenditures are charged
to the project covering such areas as: travel of project staff, use and maintenance
of project vehicles, shipping services, lease and maintenance of office premises and
facilities, communications, and records maintenance.
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1.4.

Follow up on previous audits:

We assessed the status of implementation of the previous audits' recommendations
done within the last three years, where applicable.

i :
The scope of our audit was limited to the UNDP Disbursements and Encumbrances
columns of the Combined Delivery Report. Government and other UN Agencies'
disbursements were not included in the audit scope. Such scope limitation will not
be a reason for issuing a modified opinion.

AUDIT METHODOLOGY

The audit was performed using the Ernst & Young Global Audit methodology (GAM),
which requires general planning and identification of areas of audit significance, as
well as evaluating risk inherent in significant accounts. This approach addresses the
established internal control standards of UNDP and International Standards of
Auditing (ISA).
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1.5,

EXECUTIVE SUMMARY

a)

b}

c)

d)

e)

Statement of Expenditure/ Combined Delivery Report (CDR)

We verified the expenditure incurred by UNDP South Sudan through the Direct
Implementation Modality as reported in the Combined Delivery Report. Refer to
section 3 of this report for details.

Statement of assets
We obtained a listing of assets purchased under the project and on a sample
basis; we physically verified some of the material assets. The assets held under

the project as at 31 December 2011 were worth USS 524,861. Refer to
section 5 of this report for details.

Statement of cash position

We did not give an opinion on the statement of cash position of the project
since there was no separate bank account as at 31 December 2011.

Management Letter
Refer to section & of this report.
Follow up on prior year audit recommendations

The project has not been audited under the audit of DIM projects in the past
three year; therefore there are no recommendations for follow-up.
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