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Executive Summary 

KPMG Geneva conducted the financial audit of UNDP project ID 72780 - Output ID 85825 “Support 
to Eliminate the Impact from mines” (the project) for the period 1 January to 31 December 2016. The 
audit was undertaken on behalf of the Office of Audit and Investigations (OAI) United Nations 
Development Programme (UNDP). 

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

Statement of Expenditures Qualified 
Statement of Fixed Assets Not Applicable 
Statement of Cash Position Not Applicable 

As a result of our audit, we have raised two audit findings with a net financial impact totaling           
US$ 158,073 as summarized below, more details to the findings are provided in the management letter 
on page 6. 

The project was not audited in the prior period and as such there was no follow up on prior period 
recommendations. 

KPMG SA 

Pierre-Henri Pingeon  Henri Mwaniki 
Partner 

Geneva, 15 August 2017 

No. Description Priority Net financial impact 
US$ 

1 
Basis for calculating the direct project cost 
(DPC) not provided 

High 
(Critical) 158,073 

2 Inadequate budgetary controls 
High 

(Critical) - 

Total 158,073 
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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 2016 and the fund utilization as at 31 December 2016 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. The 
Combined Delivery Report (CDR) and the Funds Utilization statements are the mandatory and 
official Statement upon which the audit opinion should be expressed. Other forms of Statement 
of expenses that may be prepared by a project office are not accepted.  
 

• Expressing an opinion on whether the Statement of Fixed Assets presents fairly the balance of 
assets of the UNDP project as at 31 December 2016. This Statement must include all assets 
available as at 31 December 2016 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. 
 

• Expressing an opinion on whether the Statement of Cash presents fairly the cash and bank 
balance of the project as at 31 December 2016. Where a DIM project does not have a dedicated 
bank account for the project, it will not be required to express such an opinion. 
 

The Financial Audit was conducted in accordance with the International Standards of Auditing (ISA), the 
700 series. 
 
The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project, between 1 January and 31 December 2016. The scope of the audit did not include: 
 

• Activities and expenses incurred or undertaken at the level of “responsible parties”, or other UN 
agencies, 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 
Offices and UNDP Headquarters and where the supporting documentation is not retained at the 
level of the UNDP country office. 
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Independent Auditors’ Report 
Statement of Expenditure 
 
To: the Director of the Office of Audit and Investigations (OAI) 
      United Nations Development Programme (UNDP) 
 
 
We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement 
(“the statement of expenditures”) of the UNDP project ID 72780 - Output ID 85825 “Support to 
Eliminate the Impact from mines”  for the period 1 January to 31 December 2016. 
  
The CDR expenditure totaling US$ 3,941,806, is comprised of expenditure directly incurred by the 
UNDP Country Office in Yemen for an amount of US$ 3,505,691 and expenditure incurred by entities 
other than the Country Office for an amount of US$ 436,115. Our audit only covered the expenditure 
directly incurred by the UNDP Country Office in Yemen of US$ 3,505,691. 
 
Qualified Opinion 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion section 
of our report, the accompanying CDR and Funds Utilization statement present fairly, in all material 
respects, the expenses of US$ 3,505,691 directly incurred by the UNDP Country Office in Yemen and 
charged to the project for the period 1 January to 31 December 2016 in accordance with UNDP 
accounting policies, and 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. 
 
Basis for Qualified Opinion 
During the course of our audit, management failed to provide us with their basis for the calculation of 
the Direct Project Costs (DPC) charged to the project in the amount of US$ 158,073.  As a result, we 
were unable to determine the accuracy of the DPC costs as there was no supporting document to justify 
the expenses as reported in the CDR as at 31 December 2016. 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those provisions and standards are further described in the auditor’s 
responsibilities for the audit of the CDR and Funds Utilization section of our report. We are independent 
of UNDP in accordance with the International Ethics Standards Board of Accountants’ Code of Ethics 
for Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in 
accordance with this code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 
 
 
Management responsibilities 
Management is responsible for the preparation of the CDR and the Funds Utilization statement of the 
project, and for such internal control as management determines is necessary to enable the preparation 
of a CDR and Funds Utilization statement that are free from material misstatement, whether due to fraud 
or error. 
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Auditor’s responsibilities 
Our objectives are to obtain reasonable assurance about whether the CDR and the Funds Utilization 
statement are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with ISAs will always detect a material misstatement when it 
exists.  Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these documents.  
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional scepticism throughout the audit. We also: 

 
• Identify and assess the risks of material misstatement of the CDR and Funds Utilization statement, 

whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 
 

• Obtain an understanding of internal control relevant to the audit 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 organization’s internal control. 
 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 
 
 
KPMG SA 
 
 
 
 
 
Pierre-Henri Pingeon   Henri Mwaniki 
Partner 
 
Geneva, 15 August 2017 
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Management Letter  

To the Director of the Office of Audit and Investigations (OAI) 
United Nations Development Programme (UNDP) 

We noted the following finding related to this project as a result of our audit. 

Finding 1: Basis for calculating the direct project cost (DPC) not provided 

Observation 

The UNDP Programme and Project Management Policies (POPP) stipulates that direct project costs (DPC) 
in terms of personnel cost are calculated based on estimated staff cost and UNDP pro forma cost, or actual 
contracted personnel costs. Furthermore, in the case of General Operating Expenses (GOE) it shall be 
costed and charged based on the actual costs for identifiable inputs to the project.  

DPC is currently calculated based on 5% or 7% of the total expenses + full assets cost + commitments for 
a given period (Monthly or quarterly) rather than actual contracted cost or actual cost for identifiable 
outputs, and then 70% of this amount is charged to personnel cost and 30% to GOE. Additionally, we 
could not ascertain the base amount (Total expenses+ full assets cost + commitments) on which the DPC 
(5% or 7%) charge is based on. 

During our review, we noted that neither personnel cost transactions nor GOE transactions were used as a 
basis to calculate DPC as per the UNDP policies, but rather the costs were calculated as fixed percentage 
from total expenses. Additionally, we could not ascertain the base amount of total expenses on which the 
DPC charge was reported on. An amount of US$ 158,073 was recorded as Direct Project Cost (DPC) in 
the general ledger under account codes 64398 and 74598. 

Furthermore, management was not able to provide us with reasonable and sufficient justification on basis 
of how they calculated the DPC and the GOE. We were unable to verify the basis and the accuracy of the 
DPC costs of US$ 158,073 as there was no verifiable supporting document to support the transactions, as 
a result the DPC costs charged to the project may be inaccurate. 

The finding was caused by management failure to document and provide an audit trail for the basis on 
which DPC was calculated.  

Priority  

High (Critical) 

Recommendation 

UNDP management should adhere to the financial procedures and rules of UNDP relating to the 
computation of DPC costs. Furthermore, management should strive to maintain the appropriate 
documentation indicating how the DPC costs charged to the project are computed and if applicable, their 
deviations from policy. 

Management Comment and Action Plan 

Noted. UNDP Yemen has already introduced revised DPC calculation in 2017. 
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Auditor’s response (if applicable) 

N/A 

Finding 2: Inadequate budgetary controls 

Observation 

The approved budget provided by the donor stipulates categories of expenses upon which cost should 
be charged.   
From our review of the budget versus actual analysis, we noted expenses amounting to US$ 77,088.50 
charged to the project, relating to salary, travel and allowances that were not provided for in the approved 
donor budget.  

Account code 
in the budget 

Account code 
in the GL 

Description Expenses charged 
to the project US$ 

61100 61105 Salary Costs - NP Staff 25,161.55 
62100 62110 

62115 
62120 
62140 

Recur Payroll Costs - NP Staff 2,491.20 

63300 63325 
63330 
63335 
63340 
63365 

Non-Recurrent Payroll - IP Stf 49,120.15 

77100 77165 Salary and related costs–TA/NP 315.60 

Total 77,088.50 

We further noted expenses amounting to US$ 574,406.41 inadvertently charged to the project in excess 
of the approved budget as detailed below, even though the overall project budget was not overspent. 
The above observations occurred due to a lack of sufficient oversight. 

Account code 
in the budget 

Account 
code in 
the GL 

Description Approved 
budget 

US$ 

GL 

US$ 

Difference 
(Exceptions) 

US$ 
62300 62305 

62310 
62315 
62320 
62335 
62340 

Recurrent 
Payroll 
Costs-IP Stf 

61,050.15 119,371.13 58,320.98 

71600 71605 
71610 
71615 
71620 
71625 
71635 

Travel 1,511,464.29  2,027,549.72 516,085.43 

Total 1,572,514.44 2,146,920.85 574,406.41 
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Unbudgeted costs or costs inadvertently charged in excess of the approved budget amounts may be 
disallowed by the donor resulting in financial losses. 

 
Priority/Grading  

High Critical 
 
Recommendation  

UNDP management should implement review and approval controls to ensure only budgeted expenses 
are charged to the project at each appropriate period. In addition, express approval should be sought 
from the donor prior to incurring costs over and above the approved budget amounts. 

 
Management Comment and Action Plan 

Noted. Appropriate measures will be implemented by the Project Management Unit with CO oversight. 
 
Auditor’s response (if applicable) 

N/A 
 
 
KPMG SA 
 
 
 
 
 
Pierre-Henri Pingeon   Henri Mwaniki 
Partner 
 
Geneva, 15 August 2017 
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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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