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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Moore Stephens LLP (the audit firm), conducted
from 29 June to 15 July 2015, an audit of Malawi Electoral Cycle Support (Project No. 71929, Output Nos. 85180,
86778, 86779 and 86780) (the Project), which is directly implemented and managed by the UNDP Country Office
in Malawi (the Office). This was the first audit of the Project.

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 Project’s
operations, as well as assess compliance with UNDP regulations, rules, policies and procedures and donor
agreements. The audit covered the Project’s Combined Delivery Report, which includes expenditure for the
period from 1 January to 31 December 2014 and the accompanying Funds Utilization statement' as of 31
December 2014 as well as Statement of Assets as of 31 December 2014. 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. The audit did not include activities and expenses
processed and approved in locations outside of the country (such as UNDP Regional Centres and UNDP
Headquarters). In addition, the audit did not cover the Statement of Cash Position as no separate bank account
was established and maintained for the Project.

The audit was conducted under the general supervision of OAl in conformance with the International Standards
for the Professional Practice of Internal Auditing.

Overall audit rating

Based on the audit report and corresponding management letter submitted by the audit firm, OAl assessed the
management of the Project as satisfactory, which means, “Internal controls, governance and risk management
processes as applicable to the Project’s financial statements 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 the table below:

Project Expenditure* Project Assets
Amount Opinion **NFI Amount Opinion NFI
(in $‘000) (in $ ‘000) (in $7000) (in $ ‘000)
6,159 Unqualified 17 81 Unqualified -

* Expenditures recorded in the Combined Delivery Report were $10,767,550. Excluded from the audit scope were

transactions that relate to expenditures processed and approved by other UNDP offices outside of the country

(54,608,041).

**NF| = Net Financial Impact

' The Funds Utilization statement includes the balance, as at a given date, of five items: (a) outstanding advances received by the project; (b)
depreciated fixed assets used at the project level; (c) inventory held at the project level; (d) prepayments made by the project; and (e)
outstanding commitments held at the project level.
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Key recommendations: Total = 4, high priority =0

The audit did not result in any high (critical) priority recommendations. There are four medium (important)
priority recommendations, which means, “Action is required to ensure that UNDP is not exposed to risks that are
considered moderate. Failure to take action could contribute to negative consequences for UNDP.” These
recommendations include actions to address the following: recovery of VAT included in project expenditure, lack
of competitive procurement for a motor vehicle, weak controls over payment of poll workers and monitoring
costs, and use and maintenance of motor vehicles not documented in logbooks.

The four recommendations aim to ensure the following: (a) reliability and integrity of financial and operational
information (Recommendations 1 and 3); (b) compliance with legislative mandates, regulations and rules,
policies and procedures (Recommendation 2); (c) Safeguarding of assets (Recommendation 4).

Management comments and action plan
The United Nations Resident Coordinator and UNDP Resident Representative accepted all of the

recommendations and is in the process of implementing them. Comments and/or additional information
provided have been incorporated into the report, where appropriate.

Helge S. Osttveiten
Director
Office of Audit and Investigations
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EXECUTIVE SUMMARY

Moore Stephens LLP conducted the combined financial and internal controls and systems audit of
Malawi Electoral Cycle Support (Project ID no. 71929 and Output no’s 85180, 86778, 86779 and 86780)
(the project), directly implemented by UNDP Malawi for the year ended 31 December 2014. The audit
was undertaken on behalf of UNDP, Office of Audit and Investigations (OAl).

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

Statement of Expenditure Unqualified
Statement of Fixed Assets Unqualified
Statement of Cash Position Not applicable

We have assessed the project’s internal controls and systems and found them to be 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 project’.

As a result of our audit, we have raised four audit findings with a net financial impact totalling
$16,564.19 as summarised below:

Number of findings Financial

Audit area per priority rating impact
High Medium Us$

Organization and Staffing - - -
Programme & Project Management - - -
Human Resources - - -
Finance - 1 16,564.19
Procurement - 1 -
Asset Management - - -
Cash Management - 1 -
Information Systems - - -
General Administration - 1 -
Follow-up on Previous Audits - - -
Total - 4 16,564.19

Mark Henderson
Partner

Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB

15 September 2015
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THE AUDIT ENGAGEMENT

Audit Objectives and Scope
A: Financial Audit

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

e 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.

e Expressing an opinion on whether the statement of fixed assets presents fairly the balance of
assets of the UNDP project, at cost value, as at 31 December 2014. This statement must include
all assets available as at 31 December 2014 and not only those purchased in a given period.
Where a DIM project does not have any assets or equipment, it will not be necessary to express
such an opinion.

e Expressing an opinion on whether the statement of cash held by the project presents fairly the
cash and bank balance of UNDP project as at 31 December 2014.

Opinions on each of the areas detailed above are given in the Audit Opinions section of this report.

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

e 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

e 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.

B: Audit of Internal Controls and Systems

Necessary audit steps are required to cover the project’s internal controls and systems in order to
assess:

(a) Reliability and integrity of project financial and operational information;

(b) Effectiveness and efficiency of project operations;

(c) Safeguarding of project assets;

(d) Compliance with legislative mandates, regulations and rules, policies and procedures, as well as
donor agreements.

Internal controls with regard to the audited project in the following areas shall be assessed:

(i) Organization and Staffing: Assess the overall project structure for effective work flows and
management arrangements, including assignment of authority, accountability and responsibility to
staff.

(if) Programme and project management: Assess the management aspects in terms of approval of
the project, financial management of project funds, and monitoring of implementation towards
achievement of project objectives. This includes reporting to the Steering Committee, Project Board
and/or Donors.
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(iii) Human Resources: Assess competitiveness and transparency of the recruitment process; and
effectiveness of the management of project personnel, including contract administration, performance
evaluation and payment of salaries and allowances.

(iv) Finance: Assess the compliance with UNDP policies with respect to the safe custody and
adequate management of cash, commitment of expenditures against approved budget, disbursement
or payments against liabilities and cash advances to field offices, project staff, etc.

(v) Procurement: Assess whether goods, services and civil works for the project are procured
competitively and in a transparent manner in accordance with UNDP policies and procedures. This
includes management of obligations and appropriate assessment of goods or services delivered and
monitoring performance of the contractors, before payment.

(vi) Asset Management: Assess whether project assets are adequately recorded, safeguarded,
monitored, including periodic physical verification of their use and existence.

(vii) Cash Management: Review 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.

(viii) Information Systems: Assess 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 projects.

(ix) General Administration: These include areas of operations not specifically covered above and
for which expenses are charged to the project covering such areas as: travel of project staff, use and
maintenance of project vehicles, lease and maintenance of office premises.

(x) Follow up on previous audits: To the extent feasible, assess the status of implementation of the
previous audits’ recommendations done within the last three years.

An overall rating for the internal controls and systems is given in the Executive Summary section of
this report.
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AUDIT OPINIONS

Independent Auditor’'s Report to UNDP - Malawi Electoral Cycle Support
Statement of Expenditure
Unqualified Opinion

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement
totalling $10,767,550.68 (“the statement”) of the UNDP project 71929 ‘Malawi Electoral Cycle Support’
for the period from 1 January to 31 December 2014. CDR expenditure totalling $4,608,040.95,
comprised of expenditure not processed or approved by UNDP Country Office Malawi, was not within
the scope of our audit.

Management is responsible for the preparation of the statement for the ‘Malawi Electoral Cycle
Support Project’ 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 $6,159,509.73 incurred by the project ‘Malawi
Electoral Cycle Support’ 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 September 2015
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Independent Auditor’'s Report to UNDP - Malawi Electoral Cycle Support
Statement of Assets and Equipment

Unqualified Opinion

We have audited the accompanying Statement of Fixed Assets (‘the statement’) of the UNDP project
71929 ‘Malawi Electoral Cycle Support’ as at 31 December 2014.

Management is responsible for the preparation of the statement for ‘Malawi Electoral Cycle Support’
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.

Unqualified Opinion

In our opinion, the attached Statement of Assets presents fairly, in all material respects, the balance
of inventory of the UNDP project ‘Malawi Electoral Cycle Support’, at cost value, amounting to
$80,989.68 as at 31 December 2014 in accordance with UNDP accounting policies.

Mark Henderson
Partner

Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB

15 September 2015
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Independent Auditor’'s Report to UNDP - Malawi Electoral Cycle Support

Statement of Cash Position

We noted that the UNDP project ‘Malawi Electoral Cycle Support’ did not have a dedicated bank
account for DIM project activities subject to audit and accordingly a Statement of Cash Position was
not produced.
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MANAGEMENT LETTER

The findings related to the audit of the financial statements are discussed in our management letter
below:

Organization and Staffing

Malawi Electoral Cycle Support (MEC) has overall responsibility for the organisation and conduct of
elections in Malawi. The Project is structured to provide international assistance so as to strengthen
MEC’s technical and operational capacity, while also promoting its self-sustainability. In addressing
this principle, the Project deploys technical advisors and contracts international short term experts to
assist in specific areas of the electoral cycle, as required.

The Project is also supported by several “Project Support Staff” as provided for in the signed Project
Document 2013 — 2016, including the Basket Fund Manager; Finance Associate; Administrative
Assistant; and other Country Office staff drawn from existing resources. Finally, the Project Technical
Advisor positions include the Senior Elections Advisor (SEA); Legal Advisor; ICT Advisor;
Procurement Advisor; Operations and Logistics Advisor; External Liaison and Outreach Advisor; and
Short Term Consultancies.

The responsibility of managing the Technical Advisors Team and Project Management Unit (PMU)
rests with the SEA. The overall implementation of the project is the responsibility of UNDP Country
Office Malawi.

Whilst the Project structure was adequate for project management, the structure for project
implementation was complex, as activities are carried out in collaboration with MEC and various other
Government Institutions across the country relevant for the organisation and conduct of elections in
Malawi.

Programme and Project Management

The key objective of programme and project management related to compliance with the signed
Project Document — Malawi Electoral Cycle Support 2013 - 2016, Basket fund donor agreements,
work plans and budgets. The review of the quarterly progress project reports (financial and
narratives) indicated that programme activities were executed in accordance with the aforementioned
stated documents.

Human Resources

The Project’'s Human Resources requirements were managed by the UNDP Country Office Malawi’s
Human Resources Department with sufficient capacity. The Project followed UNDP guidelines for all
HR processes such as recruitment, contract management, performance appraisal and payroll
management.

The Project payroll was managed by UNDP using Atlas. However, as per the terms of reference, only
the payroll cost for local project staff was considered and verified during the audit in the year under
review and salaries were paid in accordance with signed employment contracts. The payroll cost for
technical advisors and international staff was outside the scope of the audit engagement. The Project
maintained staff records with the UNDP Country Human Resource Department.

Finance

The financial management of the Project was guided, coordinated and administered by UNDP
Country Office Malawi in accordance with the UNDP Financial Regulations and Rules; Operational
Guide to the UNDP Internal Control Framework; UNDP Programme and Operations Policies and
Procedures (POPP); and other relevant UNDP corporate procedures for the management of a Basket
Fund.

The procedures required that technical and financial reports were presented to the key stakeholders
at regular intervals throughout the duration of the Project. The Fund was managed by the Basket
Fund Manager under the supervision of the Deputy Resident Representative — Programmes (DRR
(P)) and UNDP SEA. The Project made use of UNDP’s Atlas accounting system for its finance and
accounting requirements. The financial management of the project was found to be satisfactory,

9
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however, during the review process we noted one financial finding relating to VAT, the details of
which are provided below:

Finding n°: 1 Title: Recoverable VAT included in project expenditure

Observation:

The United Nations Development Programme Procurement Support Office manual provides that
“UNDP, as a subsidiary organ of the United Nations, is exempt from direct taxes such as income tax,
and is entitled to reimbursement of indirect taxes, such as sales tax and VAT, on purchases. This is
derived from the Convention on the Privileges and Immunities of the United Nations, adopted by the
General Assembly in 1946 (General Convention), Sections 7 and 8, respectively.”

We found that certain costs were reported gross of VAT in the Statement of Expenses/Combined
Delivery Report.

The table below provides details of the transactions identified on which VAT was incurred as cost
and not claimed back from appropriate authority.

Transaction Transaction | Invoice Amount Description VAT (US$)
Reference Date (US$)
56143 26/06/2014 63,662.64 | ICT Vendor 9,016.60
57125 11/02/2014 53,290.55 | ICT Vendor 7,547.59
Total 16,564.19

Priority: Medium

Recommendation:

The Project Management should ensure that all project expenditure is recorded net of VAT in both
the accounting system and the project reports, and that a timely recovery of the associated VAT is
obtained from the appropriate relevant Government Authority.

Management comments:

This observation was well received during the closing meeting. It was an error and UNDP has
already taken corrective action on this Purchase Order in regards to VAT reimbursement. UNDP
further commented that they had experience challenges with MRA on VAT reimbursements and that
none had been received since January 2014. A submission relating to the above amount was made
to MRA on 26 August 2015, which will be credited back to the Project once it has been reimbursed.

Auditors response:

While action has been taken to ensure that the funds are reimbursed to the project, no control has
been implemented to prevent this situation arising in the future. Consequently our finding remains
unchanged.

Ownership of Recommendation: Deputy Resident Representative (Operations)

Target implementation date: 31 October 2015

Procurement

The Project uses UNDP Procurement Support Office (PSO) guidelines for its procurement
requirements. The guidelines require the Project to give due consideration to the following general
principles while executing its procurements: Best Value for Money; Fairness, Integrity, Transparency;
Effective International Competition; and the Interest of UNDP.

10
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The review of procurement processes confirmed that the established procurement thresholds were
adhered to. The tendering process, decisions on tender reviews and procurements awards were also
clearly documented and filed, and the contract awards made to the successful bidder. However,
during the review process of procurement, we noted two internal control findings, the details of which
are provided below:

Finding n°: 2 Title: Uncompetitive procurement of motor vehicle

Observation:

As per the United Nations Development Programme Procurement Support Office manual, the
following general principles must be given due consideration while executing procurement on
behalf of the organization:

e Best Value for Money

e Fairness, Integrity, Transparency
o Effective International Competition
e The Interest of UNDP

However, we noted during our audit field work that a motor vehicle Reg No 100CD7 Ford Everest
was purchased from a vehicle supplier for US$ 28,224.00 without a competitive bidding process.
It should be noted that, in this instance, no financial finding has been included as subsequent
audit work and discussions indicated that the cost of the vehicle was reasonable and represented
value for money, despite the procurement procedure not being followed.

Priority: Medium

Recommendation:

We recommend that all procurements should be carried out in accordance with the applicable
procurement regulations and that any deviations should be justified in writing.

Management comments:

We agree on this issue even if it took place in 2013 and therefore outside the period of audit.
Some documentation was not in procurement file but project file and is now provided. Three
suppliers were approached for quotation however one did not have right hand drive cars as used
in Malawi. Therefore out of two other quotations the cheapest car was Ford and additional
justification in a note for the file was prepared. This was approved by DRR/P, as per additional
documentation provided.

Auditors’ response:

This finding still stands, as the further documentation provided did not include a bid comparison
and evaluation as evidence of competitive process. Furthermore, while the procurement was
outside the audit period, it was however identified during the course of our review at which time
we felt it was necessary to include an Internal Control Finding to ensure that the systems were
updated to prevent a similar situation arising in the future.

Ownership of Recommendation: Deputy Resident Representative (Operations)

Target implementation date: 30 September 2015

Asset Management

The UNDP guidelines on asset management were followed and the Project assets were maintained
in the Atlas computerised accounting system by a designated fixed asset focal person tasked with the
responsibility of asset management. While the assets did not comprise a significant amount of the

11
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project expenses, they were each tagged with a unique number for ease of identification and
traceability, and physical inventory checks for movable and immovable assets were conducted on a
semi-annual basis.

Cash Management

The Project did not maintain a dedicated bank account for its operations; instead disbursements
made were financed from the regular Country Office bank account. In terms of bank signatories, the
Project applied a dual panel signing system. There was no petty cash or funds advanced to partner
organisations or field offices. We noted one internal control finding, the details of which are provided
below:

Finding n°: 3 Title: Weak controls over payment of poll workers/monitoring costs

Observation:

Best practice in cash management calls for the performing of independent checks through
reconciliations that are periodically validated and approved by the responsible personnel.

We noted that for 14 transactions, totalling $ 4,389,878.56, that there was no evidence of
appropriately checked and approved reconciliations between poll workers registered and those to
whom payments were ultimately made by the bank. This poses a risk of erroneous payments
being made and does not reflect best management practices.

Priority: Medium

Recommendation:

We recommend that all Project disbursements should be supported by checked and approved
reconciliations between “MEC/UNDP approved and signed lists of registered poll workers” and
“Bank Official Electronic Cash Disbursement list of poll workers paid out.”

Management comments:

The approval for the allocation and payment of the honoraria was exceptionally approved through
the Steering Committee, using the savings from the procurement. Under the protocol, Standard
Bank was contracted as a service provider to verify account details and make the payments via
electronic fund transfer (EFT).

Prepayment records were received from the MEC (Malawi Electoral Commission). However, for
the main data set, MEC (Malawi Electoral Commission) was not able to fulfill its obligations
under the agreement ahead of the polls due to competing operational challenges with the final
production of the voters register in the run up to the elections. As a result, post elections, MEC
collected the poll worker data in a staggered manner. MEC was responsible for providing the data,
while the UNDP Operations Adviser dedicated full time to receive and monitor the data that
was being provided by the MEC and to facilitate the transfer of records from MEC to Standard
Bank and to revert back to the MEC with any errors. Due to the size of the data, USB Flash Disks
were used to facilitate transfer of the data.

It was also notable that the MEC had no mechanism by which to verify the accuracy of account
details submitted by poll workers. As such, when Standard Bank received a data batch, it was
required to verify the account name and number for payment as well as to provide a secondary
check for any duplicates. Moreover, to achieve this it was responsible for liaising and
transferring data to other banks so they could make account verifications and payments and to
report back on errors for correction. Because of these operating parameters, while a batch
of data with a known amount of payments was able to be provided to the bank, it nevertheless
meant that with errors, there was not going to be an exact match of transfers from UNDP
to Standard Bank against payments. It was therefore put in place that Standard Bank would
provide a master reconciliation of the files.

Due to the ongoing challenges that occurred with data accuracy and the amount of time that it

12
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was taking for the MEC to review and correct errors, the EFT process was concluded in
September 2014 after the elections and a physical process of cash distribution was undertaken to
complete the process. This allowed the MEC to consolidate its records at the district level, allow
for claims to be made by poll workers, and for allowances to be distributed as cash by Standard
Bank using the security firm G4S. Records submitted in this process were cross referenced
against the successful electronic payments for verification prior to submission by MEC, and then
again checked by UNDP. Standard Bank was then required to provide a reconciliation of the
payments made based on the physical records at distribution, and provided to the UNDP CO as
part of the reconciliation and tracking process.

Furthermore, the poll workers payment process had not been complete by December 2014 as the
project continues in 2015 and could not therefore have been fully reconciled in 2014, the
reconciliation is taking place presently in 2015. This process was claim driven and MEC was
receiving still many claims in 2015. After Standard Bank provided a full list of reconciliation
records for payments made and rejected during the EFT in September 2014. The cash distribution
process adopted in October 2014 was undertaken in two rounds: over November to December
2014 and March to April 2015. The MEC prepared records for workers that were not successfully
paid by EFT. As well, any individuals listed as having been paid, were provided the opportunity to
make a written claim in the field. Between rounds, claims were subject to verification by the bank if
a matching record was found in the reconciliation records. Final reconciliation was not possible as
a progressive exercise given the claim identification and processing approach that was necessary.

Auditors’ response:

We note the comments provided by management, and accept that a final full reconciliation was
not possible due to the ongoing nature of the payments. However, interim reconciliations of the
payments made to date should have been undertaken and evidenced as such. Consequently our
finding remains unchanged.

Ownership of Recommendation: Deputy Resident Representative (Operations)

Target implementation date: 30 November 2015

Information Systems

The Project’s IT needs were met by the use of the UNDP computerised accounting package Atlas,
which was utilised for both its accounting and payroll requirements. Back-ups of the Project
information were routinely undertaken and stored both on and offsite.

General Administration

The Project manages staff travel in accordance with the UN Staff Rules and regulations. UN Daily
Subsistence Allowance (DSA) rates are also used as guidelines for travel allowances. Usage of
project vehicles is guided by Vehicle Management Guidelines for the Use of Project Vehicles —
PPM3042 3.0. However, during the review process, we noted one internal control audit finding, the
details of which are provided below:

Finding n°: 4 Title: Usage and maintenance of motor vehicles not detailed

Observation:

We noted that there was inadequate control over the usage and maintenance of motor vehicles in
the absence of log books. Due to non-availability of documents such as vehicle log books, we
were unable to review vehicle controls and assess whether they were exclusively used for the
project activities as set out in the Vehicle Management Guidelines for the use of Project vehicles —
PPM3042 3.0.

Priority: Medium
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Recommendation:

We recommend that procedures such as the maintenance of vehicle daily log books to record
each trip are established so that fuel and usage of motor vehicles is monitored and appropriately
authorised by the relevant person.

Management comments:

UNDP established various controls in regards to fuel control: each vehicle has a separate card for
fuel and the supplier invoices identify vehicles and fuel consumption which can be easily
monitored. However we take note of this recommendation and log books were already supplied to
two Project staff and clear instructions given.

Auditors Response:

Our finding remains unchanged as no evidence was provided to indicate that the logbook system
was in place during the implementation period.

Ownership of Recommendation: Deputy Resident Representative (Operations)

Target implementation date: 30 September 2015

Follow up on Previous Audits

There was no previous audit of this Project.

Mark Henderson
Partner

Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB

15 September 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 Action is considered imperative to ensure that UNDP is not exposed to high risks.
(Critical) Failure to take action could result in major consequences and issues.
Medium Action is considered necessary to avoid exposure to significant risks. Failure to take
(Important) 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.

Annex 4:  Audit ratings

The following categories of priorities are used regarding the audit of internal controls and systems:

Satisfactory 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 project.

Partially Internal controls, governance and risk management processes were generally

satisfactory established and functioning, but needed improvement. One or several issues were
identified that may negatively affect the achievement of the objectives of the audited
project.

Unsatisfactory Internal controls, governance and risk management processes were either not
established or not functioning well. The issues identified were such that the
achievement of the overall objectives of the audited project could be seriously
compromised.
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