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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Baker Tilly Merali's (the audit firm), conducted from 8
June to 9 September 2015 an audit of Civilian Police Project in Somalia (Project No. 58607, Output Nos. 53319,
72852,73323,73552, 82348, 85942, 87378 and 89925) (the Project), which is directly implemented and managed
by the UNDP Country Office in Somalia (the Office). The last audit of the Project was conducted by OAl in 2014
and covered project expenditure from 1 January 2012 to 31 December 2013.

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 and general administration. The audit did not cover information systems as the Project did not
have its own information systems and relied on the Office and the Atlas system (enterprise resource planning
system of UNDP). Further, 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 partially satisfactory, which means, “Internal controls, governance and risk
management processes as applicable to the Project 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 inadequate supporting documentation and weaknesses
noted in paying stipends to police officers. 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 $'000) (in $ “000)
10,331 Qualified 211 8 Unqualified 0

*NFI = 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 = 2, high priority =2

The two recommendations aim to ensure the reliability and integrity of financial and operational information.

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:

Inadequate supporting
documentation (Issue 1)

Weak documentation
on police stipends
(Issue 2)

Six transactions totalling $69,997 had inadequate documentation to support that
expenditures were incurred for the Project.

Recommendation: The Office should locate the supporting documentation for
the expenditures and in the future, ensure that all supporting documents are
obtained and properly filed.

There were weaknesses noted during the review of records relating to payments
of stipends to 3,742 out of 5,742 police officers, as follows: (a) 421 stipend
payments amounting to $141,000 were not signed for by the recipients as
evidence of receipt of funds; (b) full names of 764 police officers were missing on
the stipend forms; (c) signatures of all five government agencies were missing on
3,483 forms as required; (d) identification of beneficiaries were missingon 1,113
stipend forms; (e) payment forms had incorrect dates; (f) dates on when the
stipends were paid to the recipients were missing on 515 payment forms; and (g)
the centres where the payments took place were missing on stipend forms.

Recommendation: The Office should fully complete the stipend payment forms
as required and the forms should also provide the centres where the payments
were made and when, as well as the period covered by the payments.

Implementation status of previous OAl audit recommendations: Report No. 1334, 6 November 2014.
Total recommendations: 10

Implemented: 7
In Progress: 3

The pending recommendations pertain to recommended improvements for supporting police stipend
payments and the financial closure of the Project.
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Management comments and action plan

The United Nations Resident Coordinator and UNDP Resident Representative accepted both recommendations
and is in the process of implementing them. Comments and/or additional information provided have been
incorporated into the report, where appropriate.

/ A ,\ = !
Helge S. Osttveiten

Director
Office of Audit and Investigations
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2.1.1:1 Combined Delivery Report and Funds Utilization statement
REPORT OF THE INDEPENDENT AUDITOR TO UNDP SOMALIA

We have audited the accompanying Combined Delivery Report (CDR) and Funds Ulilization statement
(“the statement”) of the DIM Project No. 00058607 (Civilian Police Project in Somalia) for the period
ended 31 December 2014,

Management is responsible for the preparation of the statements output number Project No. 00058607
(Civilian Police Project in Somalia) 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
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures sefected 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 statements
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

Basis of qualified Opinion

We draw your attention to our financial findings totalling US$ 210,997 as set out in the relevant section of
our reporl which represents expenditure amounts included in the financial statements of the project
presented to us for audit which in our opinion were inadequately supported.

These findings represent 2% of the total expenditure amount reported and are therefore considered
material in the context of our audit. Nevertheless, we report them to you in accordance with our Terms of
Reference.

Baker Tilly Merals CPA

» Kigal Office: Centanary House - 4th Floer, RO.BOX 2619, Nyaugenge District, Kigali City, Rwanda, M: +250 788 407 373, E: cible_suditars@yahoo.com

= Uganda OHice: National Insurance Corporation (NIC) Buildirg - Blh floor RO. Box 1239, Plot 3, Finkingfon Road, Kempa's, Uganda. M:+256 752 555 202, E: datwautlonlinza.co.ug

Affizte Offices
« Mogadishu Office: E: reception2@meraliscpa.com, M: +252.615.572257
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Opinion

In our opinjon, the attached Combined Delivery Report (CDR) and Funds Utilization statement, except for
the reasons indicated above in in the preceding ‘basis for qualified opinion’ paragraph; present fairly in all
material respects the expenditure US$ 10,331,116 incurred by the project for the period ended 31
December 2014 in accefdance with UNDP accounting policies.

CPA Madhav Bhandari First Floor, New Rehema House
Partner Rhapta Road, Westlands

Baker Tilly Merali’s P. O. Box 67486 — 00200
Practising Certificate Ng. 1213 Nairobi, Kenya

Date ............ ] \I\\\)\\X ......
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2.1.1.2 Statement of Cash Position

The project does not operate a dedicated bank account. Consequently, there is no Statement of Cash
balance as at 31 December 2014,

2.1.1.3 Statement of Fixed Assets

We have audited the accompanying Statement of Fixed Assets {"the statement”} of the DIM Project No.
00058607 {Civilian Police Project in Somalia) for the period ended 31 December 2014.

Management is responsible for the preparation of the statement for UNDP number Project No. 00058607
(Civilian Police Project in Somalia) 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 statements are 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 statements
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
Opinion

[n our opinion, the attached Statement of Fixed Assets, present fairly in all material respects the amount of
$ 7,714.40 Assets held by the project for the period ended 31 December 2014 in accordance with UNDP
accounting policies.

The gement partn ¢ responsible for the independent audit opinion is CPA Madhav Bhandari
Practiging\certificate

CPA Madhav Bhandari First Floor, New Rehema House
Partner Rhapta Road, Westlands

Baker Tilly Merali’s P. O. Box 67486 — 00200
Practising Certificat&/a No. 1213 Nairohi, Kenya

Date ............ WY

Baker Tilly Meralis CPA

» Kigali Office: Centanary House - 4th Floor, RO.BOX 2619, Hyaugenge District, Kigali City, Rwands. M: +250 782 407 373, E: civlz_auditors@yahco.com

+ Uganda Otfice: Mational lnsurance Corporation (NIC) Building - 6th flaor PO. Box 1238, Plot 3, Pinkinglon Road, Kampals, Uganda. Mi+256 752 555 202, E: dativa@utlonline.coug
Affiliate Offices

« togadishu Office: €; reception2@meratiscpa.com, M. +252-615-572257
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