


            
 

 
 



United Nations Development Programme

Office of Audit and Investigations

The audit did not result in any high (critical) priority recommendations. There is one medium (important) priority
recommendation which means, "Action is required to ensure UNDP is not exposed to risks that are considered
moderate. Failure to take action could contribute to negative consequences for UNDP."The recommendation
includes actions to address the non-capitalisation of assets in Atlas (enterprise resource planning system of
UNDP).

Implementation status of previous OAI audit recommendations: Report No. 1426,8 January 2015.
Total recommendations: 2

Implementation rate: 50%3

Out of the two recommendations, one is implemented. The pending recommendation pertains to the following:
To avoid incurring unnecessary fees, the Office should formulate guidelines that clearly establish the limits and
conditions for using the services of a travel agent to deliver cash advances to projects.

Management's comments

The UNDP Resident Representative accepted the recommendation and is in the process of implementing it.
Comments and/or additional information provided have been incorporated into the report, where appropriate.

i'ne Khoury
Officer-in-Charge

Office of Audit and Investigations

5Thismay differ from the implementation rate in the Comprehensive Auditand Recommendation Database System (CARDS), which includes
extra points depending on how quickly the recommendations have been implemented.
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EXECUTIVE SUMMARY 
 
Moore Stephens LLP conducted the financial audit of Support to the Establishment of Indonesia 
REDD+ Infrastructure and Capacity: Interim Phase (Project ID 75619 and Outputs 87420, 87421, 
87422 and  87423) (“the project”), which is nationally implemented with direct support services by the 
UNDP Country Office in Indonesia for the year ended 31 December 2014. The audit was undertaken 
on behalf of UNDP, Office of Audit and Investigations (OAI).  

We have issued audit opinions as summarised below and as detailed in the next section: 

Statement of Expenditure Unqualified 

Statement of Fixed Assets  Qualified 

 
As a result of our audit, we have raised one audit finding with a net financial impact of $ 46,448.43, as 
summarised below: 
 

No. Description Priority Net financial 
impact 

$ 

1 Asset purchases not capitalised Medium 46,448.43 

 
 

 

 

 

 
 

 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
15 July 2015  
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THE AUDIT ENGAGEMENT 

 

Audit Objectives and Scope 

The objective of the financial audit was to express an opinion on the project’s financial statements
 

which include: 
 
 Expressing an opinion on whether the financial expenses incurred by the project between 1 

January and 31 December 2014 and the funds utilization as at 31 December 2014 are fairly 
presented in accordance with UNDP accounting policies and that the expenses incurred were: (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; and (iv) 
supported by properly approved vouchers and other supporting documents.  
 

 Expressing an opinion on whether the statement of fixed assets presents fairly the balance of 
assets of the UNDP project as at 31 December 2014.. 

 
The scope of the audit relates only to transactions concluded and recorded against the project 
between 1 January and 31 December 2014. The scope of the audit did not include: 
 

 Activities and expenses incurred or undertaken at the level of “responsible parties”, unless the 
inclusion of these expenses is specifically required in the request for proposal; and 
 

 Expenses processed and approved in locations outside the country such as UNDP Regional 
Centres and UNDP Headquarters and where the supporting documentation is not retained at the 
level of the UNDP country office.  
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AUDIT OPINIONS 

Independent Auditor’s Report to UNDP - Support to the Establishment of 
Indonesia REDD+ Infrastructure and Capacity: Interim Phase 

Statement of Expenditure 

Unqualified Opinion 

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement 
totalling $ 10,340,885.83 (“the statement”) of the UNDP project 75619 ‘Support to the Establishment of 
Indonesia REDD+ Infrastructure and Capacity: Interim Phase’ for the period from 1 January to 31 
December 2014. CDR expenditure totalling $ 1,085,812.28, relating to expenditure not processed or 
approved by the UNDP Country Office was not within the scope of our audit.  

Management is responsible for the preparation of the statement for ‘Support to the Establishment of 
Indonesia REDD+ Infrastructure and Capacity: Interim Phase’ 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.  

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 the auditor’s judgment, including the 
assessment of the risks of material misstatement of the statement, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the project’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 project’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 
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. 

Unqualified Opinion 

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization statement 
presents fairly, in all material respects, the expenses of $ 9,255,073.53 incurred by the project 
‘Support to the Establishment of Indonesia REDD+ Infrastructure and Capacity: Interim Phase’ for the 
period 1 January to 31 December 2014 in accordance with UNDP accounting policies and were i) in 
conformity with the approved budget; (ii) for the approved purposes of the project; (iii) in compliance 
with the relevant regulations and rules, policies and procedures of UNDP; and (iv) supported by 
properly approved vouchers and other supporting documents. 

 
 
 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
15 July 2015  
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Independent Auditor’s Report to UNDP - Support to the Establishment of 
Indonesia REDD+ Infrastructure and Capacity: Interim Phase 

Statement of Assets and Equipment 

Qualified Opinion 

We have audited the accompanying Statement of Fixed Assets (‘the statement’) of the UNDP project 
75619 ‘Support to the Establishment of Indonesia REDD+ Infrastructure and Capacity: Interim Phase’ 
as at 31 December 2014. 

Management is responsible for the preparation of the statement for ‘Support to the Establishment of 
Indonesia REDD+ Infrastructure and Capacity: Interim Phase’ 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.  

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 the auditor’s judgment, including the 
assessment of the risks of material misstatement of the statement, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the project’s 
preparation of the schedule 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 project’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 
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. 

Qualified opinion due to a material misstatement of assets 

Assets amounting to were $ 46,448.43 not capitalised as required but were expensed (refer issue 1 of 
the Management Letter section of our report) which represents a shortfall in the total amount 
recorded in the Statement of Assets and Equipment presented to us for audit compared to the total of 
assets held by the project as at 31 December 2014. This finding represents 34.5% of the total assets 
reported by the project and is therefore considered material in the context of our audit.  

Qualified Opinion 

In our opinion, the attached Statement of Assets, except for the matter described in the Qualified 
Opinion paragraph above, presents fairly in all material respects the balance of inventory of the 
UNDP project ‘Support to the Establishment of Indonesia REDD+ Infrastructure and Capacity: Interim 
Phase’ amounting to $ 134,682.57 as at 31 December 2014 in accordance with UNDP accounting 
policies. 
 
 
 
 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
15 July 2015  
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MANAGEMENT LETTER 
 
The findings related to the audit of the financial statements are discussed in our management letter 
below: 

Finding n°: 1 Title: Asset purchases not capitalised 

Observation:  

Article 4.1 of the UNDP POPP ‘Furniture and Equipment Acquisition and Maintenance’ states that: 

‘All Furniture and Equipment items that cost $1,500 and over and have been selected from the 
UNDP catalogue will be capitalised when the accounts payable voucher is processed and 
subsequently interfaced to the Assets Module during the following month’. 

The items detailed below met the UNDP POPP capitalisation criteria for Property Plant and 
Equipment and therefore should have been capitalised in accordance with the article quoted above. 
However, the items below were not recorded as assets and instead were expensed. This means that 
the statement of expenditure is overstated by the total cost below, and the statement of assets 
understated by the same amount. 

Description  
 TAG 

Number  
 Serial Number   Location  

 Acquisition 
Date  

 Cost  
$  

 Net Book 
Value 

$ 

Coffee maker 
499-3514-

002 
215009BN11092150043 IDNJKTMYPD 08/04/2014 1,958.45 1,885.01 

Aruba Instant 
Acces 

106-3214-
001 

BT0750606 IDNJKTMYPD 15/05/2014 6,577.00 6,357.77 

Storage 
QNAP4TB 
and Axigen 

106-3214-
002 

Q13BI04717 IDNJKTMYPD 15/05/2014 6,864.00 6,635.20 

Telecom 
AVAYA 
PABX SCU 

206-3214-
001 

13WZ4760045H IDNJKTMYPD 03/06/2014 11,250.00 10,921.88 

External HD 
Buffalo 16Tb 

199-3314-
001 

40003340500054 IDNBGSIANG 08/08/2014 1,765.00 1,728.23 

Network Area 
System(NAS) 

106-3314-
005 

1470-M9N39-3800 IDNBGSIANG 08/08/2014 10,900.00 10,672.92 

Computer 
Server 

106-3314-
001 

SGH426KMNP IDNJKTKUMHAM 02/12/2014 1,876.87 1,869.05 

Computer 
Server 

106-3314-
002 

SGH426KMMD IDNJKTKUMHAM 02/12/2014 1,876.87 1,869.05 

Computer 
Server 

106-3314-
003 

SGH426KMLY IDNJKTKUMHAM 02/12/2014 1,876.87 1,869.05 

Computer 
Server 

106-3314-
004 

SGH426KMPO IDNJKTKUMHAM 02/12/2014 1,503.37 1,497.11 

Total 46,448.43 45,305.25 

On discussion with the UNDP Indonesia finance team, we were told that Atlas had failed to record 
the items as assets based on the information in the e-requisition. We were told that this system 
issue has been raised with HQ (PS support) and they are now working to rectify the problem. 

Priority: Medium 

Recommendation:  

We recommend that: 

 The purchasing procedure for each item above is revisited to confirm that the each item was 
selected from the UNDP catalogue, thereby removing human error as a possible cause of 
the issue; 

 Follow up should be made to establish why the assets were not automatically capitalised in 
Atlas; 
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 The assets described above should be promptly capitalised. 

Management comments:  

The procurement process has been correctly followed and asset also properly tagged and tracked. 
However our information system (Atlas) does not have feature for the requester to see the account 
code of respective item from UNDP catalogue. We have informed GSSC to reclassify the items as 
assets. A reminder to the requisitioners on how to correctly select item from UNDP catalogue will be 
disseminated. 

 
 
 
 
 
 
 
 
 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
15 July 2015 
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Annexes   
 

Annex 1: Combined Delivery Report 
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Annex 2: Statement of Assets and Equipment 
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Annex 3: Audit finding priority ratings 

 
The following categories of priorities are used:  
 

High 
(Critical) 

Action is considered imperative to ensure that UNDP is not exposed to high risks. 
Failure to take action could result in major consequences and issues. 

Medium 

(Important) 

Action is considered necessary to avoid exposure to significant risks. Failure to take 
action could result in significant consequences. 

Low Action is considered desirable and should result in enhanced control or better value for 
money. Low priority recommendations, if any, are dealt with by the Auditors directly with 
the Office management, during the exit meeting and through a separate memo 
subsequent to the fieldwork. Therefore, low priority recommendations are not 
included in the audit report. 
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