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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Deloitte Touche Tohmatsu-Gabon (audit firm), from
25 to 29 July 2016, conducted an audit of Support HIV/AIDS in Djibouti (Project No. 74979, Output No. 87111)
(the Project), which is directly implemented and managed by the UNDP Country Office in Djibouti (the Office), as
Principal Recipient, since the Project was funded by the Global Fund to fight AIDS, Tuberculosis, and Malaria. The
last audit of the Project was conducted by OAl in 2015 and covered project expenditure from 1 January 2014 to
28 February 2015.

The audit firm conducted a financial audit to express an opinion on whether the financial statements present
fairly, in all material aspects, the Project’s operations. The audit covered the Project’s Combined Delivery Report,
which includes expenditure for the period from 1 January to 31 December 2015 and the accompanying Funds
Utilization statement' as of 31 December 2015 as well as Statement of Assets as of 31 December 2015. The audit
did not include activities and expenses incurred or undertaken at the “responsible party” level, or 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.

Audit results

Based on the audit report and corresponding management letter submitted by the audit firm, the results are
summarized in the table below:

Project Expenditure* Project Assets
Amount Opinion Amount Opinion
(in $‘000) (in $'000)
777 Unqualified 46 Unqualified

*Expenditures recorded in the Combined Delivery Report were $861,772. Excluded from the audit scope were
transactions that relate to expenditures processed and approved by other UNDP offices outside of the country
(585,131).

The audit did not result in any recommendations.

! 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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The previous audit (Report No. 1457, issued on 24 July 2015) had 11 recommendations. Based on OAl's desk
review, five recommendations were fully implemented and six were in progress. The recommendations in
progress aim at addressing delays in capacity-building activities, informal engagement of implementing
partners, weaknesses in Sub-recipient reporting, inadequate quality controls over pharmaceutical products,
inefficient warehousing and distribution system, and inadequate inventory management,

Audit Report No. 1711, 13 Octaber 2016: UNDP Djibouti, DIM Project No, 74979

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

Deloitte Touche Tohmatsu — Gabon conducted a financial audit of the UNDP Project number 74979
(Output number 87111), "SUPPORT HIV/AIDS IN DJIBOUTI", hereafter referred to as “The Project”,
directly implemented by the UNDP Country Office in Djibouti “The Office” for the period from 1st
January 2015 to 31st December 2015.

We have issued audit opinions as summarized in the table below and as detailed in the next section,
Part Il

Statement of expenditure of the project — the Combined Delivery Unqualified
Report (CDR) and Funds Utilization Statement (an annex to the CDR)

Statement of Fixed Assets Unqualified
Statement of Cash Not applicable

As a result of our audit we have raised no audit findings.

Audit Objectives

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

(a) Expressing an opinion on whether the expenses incurred and recorded in the Combined
Delivery Report (CDR) of the project during the period from 1 January 2015 to 31
December 2015 and the Funds Utilization statement (an annex to the CDR) as at 31
December 2015, were in accordance with UNDP accounting policies and were: (i) in
conformity with the approved project budgets; (ii) for the approved purposes of the
project; (lii) in compliance with the relevant regulations and rules, policies and
procedures of UNDP; and (iv) supported by properly approved vouchers and other
supporting documents.

(b) Expressing an opinion on whether the statement of fixed assets presents fairly the value
and existence of the fixed assets held by the project as at 31 December 2015; and

(c) Expressing an opinion on whether the statement of cash held by the project presents
fairly the cash and bank balance of the project as at 31 December 2015. Since the DM
Project under review did not have a dedicated bank account for the project, it was not
necessary to express such an opinion. (Not applicable)

Audit Scope

The scope of the audit relates only to fransactions concluded and recorded against the UNDP DIM
project over a given period. The scope of the audit does not include:

» Activities and expenses incurred or undertaken at the level of “responsible parties”, uniess the
inclusion of these expenses s 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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PART li: INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL AUDIT

Auditor’s report to:

The Director, Office of Audit and Investigations
United Nations Development Programme (UNDP)

Report on the statement of expenditure: The Combined Delivery Report (CDR) and the
accompanying Funds Utilization Statement.

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization
Statement ("the statement”) of the UNDP project number 74979 (Output number 87111), “SUPPORT
HIV/AIDS IN DJIBOUT!”, for the period from 1% January 2015 to 31% December 2015.

The CDR expenditure (fund 30078, Global Fund) totalling US $ 861,772.40 are comprised of audited
expenditures of US $776,591.09 and expenditures processed and approved outside the UNDP Office
in Djibouti of US $85,131.31 that were outside the scope of our audit.

UNDP's Responsibility for the Statement

Management is responsible for the preparation of the statement for the project's activities 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.

Auditor's Responsibility

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 (ISA). 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 auditer'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 opinien 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.
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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.

1. Basis of Accounting

The statement has been prepared in accordance with the basis of accounting as disclosed under the
notes to the statement of expenditure and the statement of fixed assets.

Libreville, 5 October 2016

DELOITTE TOUCHE TOHMATSU - GABON

/W natsu

Tel. (241) 42143 - 01.74.41.93

247101 74 41.52 - BP 4660 - Librewlle
NIF. 793742 T

RCCM: 20018001172

Nicolas Balesme
Managing Partner, Chartered Accountant

Financial Audit report of the UNDP DIM project: SUPPORT HIV/AIDS IN DJIBOUTI Page 6 y
Signed final version



Auditor's report to:

The Director, Office of Audit and Investigations
United Nations Development Programme (UNDP)

Report on the statement of Fixed Assets

We have audited the accompanying Statement of Fixed Assets (“the statement") of the UNDP project
number 74979 (Output number 87111), “SUPPORT HIV/AIDS IN DJIBOUTI", as at 31% December

2015.
UNDP's Responsibility for the Statement

Management is responsible for the preparation of the statement for the project's activities 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.

Auditor's Responsibility

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 (ISA). 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.
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Opinion

In our opinion, the attached Statement of Assets presents fairly, in all material respects, the balance
of fixed assets of the UNDP project number 74979 (Output number 87111), “SUPPORT HIV/AIDS IN
DJIBOUTI", amounting to US $46 067.39 (Total Net Book Value) as at 315 December 2015 in
accordance with the UNDP accounting policies.

1. Basis of Accounting

The statement has been prepared in accordance with the basis of accounting as disclosed under the
notes to the statement of expenditure and the statement of fixed.

Libreville, 5 October 2016

DELOITTE TOUCHE TOHMATSU —
iTte Touche Tohmatsu
Tel. (241)01.77.21.42 143 - 01.74.41.93

Fax (241,00 J4bea2=B P 4G50 bibrovE
Mgy =793 742 T—
Nicolas Balesme RCCM: 2001B001172
Managing Partner, Chartered Accountant
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APPENDIXES

A: Combined Delivery Report (CDR)

B: Statement of Fixed Assets

Financial Audit report of the UNDP DIM project: SUPPORT HIV/AIDS IN
Signed final version



C: Notes to the financial statements

1. STATEMENT OF COMPLIANCE

The financial statements and the ex planatory information are prepared in accordance with the
UNDP accounting policies and procedures.

2, BASIS OF PREPARATION

The project’s statement of expenditure and statement of fixed assets have been prepared in
accordance with UNDP requirements as detailed below.

2.1 Expenditure

UNDP records and recognises expenditure when it has been incurred. The statement of
expenditure is prepared based on an accrual basis of accounting.

2.2 Fixed Assets

ltems purchased using Programme Funds can be classified into two categories. The
treatment of the Project assets will depend upon the extent to which the asset is used
and controlled by UNDP.

(i) Project Furniture and Equipment that are used and controlled by UNDP should be
recorded in UNDP books; and should be managed in accordance with UNDP

policies and procedures.

(if) items to be transferred to other beneficiary than the UNDP country office are not
recorded as assets in UNDP books.

Items less than US $1,500 are not recorded as assets in UNDP books.

2.3 Currency

Items included in the financial statements of the project are measured using United
States Dollar (US $) which is both the functional and presentation currency.

Financial Audit report of the UNDP DIM project: SUPPORT HIV/AIDS IN
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