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EXECUTIVE SUMMARY 
 
Moore Stephens LLP conducted the financial audit of Support to Emerging Federal States (StEFS) 
Project ID 00085367 Output ID 00101049] (the project), directly implemented by UNDP Somalia for the 
year ended 31 December 2017. The audit was undertaken on behalf of UNDP, Office of Audit and 
Investigations (OAI).  

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

Project Financial Position Unmodified 

Statement of Fixed Assets  Unmodified 

Statement of Cash Position Not applicable 

 
As a result of our audit, we have raised two audit findings with nil financial impact as summarised below: 
 

No. Title Priority Net 
financial 
impact 

$ 

1 Lack of signed attendance lists during training Medium  - 

2 Weaknesses noted in procurement documentation Medium  - 

Total - 

 
The project no. 85367, for output nos. 96586 and 101049, was audited in the prior year (Report no. 
1823 released by OAI on 9 August 2017)  and covered expenses for FY2016. No recommendations 
were raised.  
 
 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
16 August 2018 
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THE AUDIT ENGAGEMENT 

 

Audit Objectives and Scope 

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

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

January and 31 December 2017 in the Combined Delivery Report (CDR), the Funds Utilization 
statement as at 31 December 2017 and the accounts receivable and accounts payable as at 31 
December 2017 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, at net book value, presents fairly 
the balance of depreciated assets of the UNDP project as at 31 December 2017. This statement 
must include all assets available as at 31 December 2017 and not only those purchased in a given 
period.  

Where a DIM project does not have any assets or equipment, it is not necessary to express such 
an opinion. 

 Expressing an opinion on whether the Statement of Cash Position held by the project presents 
fairly the cash and bank balance of the UNDP project as at 31 December 2017.  

In cases where the cash transactions of the audited DIM project are made through the country 
office bank accounts, this type of opinion is not required. 
 

The Financial Audit was conducted in accordance with the International Standards of Auditing (ISA), 
the 700 series. As applicable, the audit report provides the progress made in implementing the 
recommendations raised in the previous year’s audit report. 
 
The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project between 1 January and 31 December 2017. 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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Independent Auditor’s Report to UNDP – Support to Emerging Federal 
States (StEFS) 

Project Financial Position 

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
We have audited the financial position of the UNDP project ID 00085367, Support to Emerging Federal 
States (StEFS) output ID 00101049, for the period 1 January 2017 to 31 December 2017 which 
includes: (a) the accompanying Combined Delivery Report (CDR); (b) the Funds Utilization statement 
(“the statement”); and (c) the project -related accounts receivable and accounts payable.  

The CDR expenditure totalling $ 4,547,533.20, is comprised of expenditure directly incurred by the 
UNDP Country Office in Somalia for an amount of $ 4,151,995.53 and expenditure incurred by entities 
other than the Country Office for an amount of $ 315,537.67 and $ 80,000.00 (incurred by responsible 
parties). Our audit only covered the expenditure directly incurred by the UNDP Country Office in Somalia 
of $ 4,151,995.53. 

Unmodified opinion  

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material respects, 
the expenses of $ 4,151,995.53 directly incurred by the UNDP Country Office in Somalia and charged 
to the project for the period from 1 January 2017 to 31 December 2017 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 opinion 

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities 
under those provisions and standards are further described in the ‘Auditor’s responsibilities’ section of 
this report. 

We are independent of UNDP in accordance with the International Ethics Standards Board of 
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other 
ethical responsibilities in accordance with these requirements, 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. 

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 the Funds Utilization 
statement, whether due to fraud or error, design and perform audit procedures responsive to those 
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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. 

 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
16 August 2018 
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Independent Auditor’s Report to UNDP – Support to Emerging Federal 
States (StEFS) 

Statement of Fixed Assets  

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
We have audited the accompanying Statement of Fixed Assets of the UNDP project ID 00085367 
Support to Emerging Federal States (StEFS) Output ID 00101049, as at 31 December 2017. 

Unmodified Opinion 

In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the 
assets status of the UNDP project Support to Emerging Federal States (StEFS) amounting to 
$15,051.73 as at 31 December 2017 in accordance with UNDP accounting policies.  

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities 
under those provisions and standards are further described in the Auditor’s responsibilities section of 
this 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. 

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 the 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. 
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Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
16 August 2018 

 

  



Financial Audit report of the UNDP DIM project 00085367 – 00101049  
Support to Emerging Federal States (StEFS)  

 

9 
 

Independent Auditor’s Report to UNDP – Support to Emerging Federal 
States (StEFS) 

Statement of Cash Position  

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
NO DEDICATED BANK ACCOUNT FOR AUDITED DIM PROJECT ACTIVITIES  
 
We noted that the UNDP project Support to Emerging Federal States (StEFS) 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 audit findings and recommendations arising from the financial audit of the project are set out in our 
management letter below: 

 

Finding n°: 1 Title: Lack of attendance lists during training  

Observation:  

Generally accepted standards would set that there should be adequate documentation to support 
expenditure incurred by having collaborative evidence of the activities that took place during 
conferences and trainings. This would provide adequate evidence the participants took part in the 
activities as best practice.  

Federalism training was provided for senior government officials  between the 7th and 22nd December 
2017.  

UNDP approved a list of 34 participants to attend the training event that was sent to the training 
service provider on 20 November 2017. However, the participants did not sign daily attendance 
sheets during the period of training. 

From discussion with the Country Office we note that this arose because the participants were not 
informed of the requirement to record their attendance on a daily basis while at the training.  

Failure to maintain attendance listings could lead to doubt as to whether the persons actually 
attended the training and qualified for payments of any daily allowances related to the event.  

Priority: Medium  

Recommendation:  

Following the approval of their attendance, participants that attend trainings, seminars and 
workshops should also sign attendance registers for each day attended as evidence that they were 
present.  

This is particularly important in situations where the attendance register or list is used to issue per 
diems and travel allowances. 

Management comments:  

This particular training was facilitated by a third party (a University) and they were not aware of the 
requirement for daily attendance. The project requested the university to provide a signed list of 
participants, confirming that all participants attended the course. This confirmation letter from the 
university is attached. Besides this, all supporting documentation like tickets of all participants, 
photographs, workshop report etc. are in place.  

Having said that, the findings are noted, and the project will ensure in future that signed attendance 
sheet are available for each day.    

Auditor comments: 

We have reviewed the letter provided by the University confirming attendance by participants over 
the two week period. However, this does not provide sufficient evidence that all participants attended 
each day of training, as would be evidenced by a signed daily attendance sheet. This is an important 
control particularly when participants receive a daily per-diem allowance and thus we maintain the 
finding. 
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Finding n°: 2 Title: Weaknesses noted in procurement documentation 

Observation:  

UNDP POPP, Article 6 on Procurement Overview and Principles states that...’As competition is the 
basis for efficient, impartial and transparent procurement, business units are responsible for 
protecting the integrity of the procurement process and maintaining fairness in the treatment of all 
offers. Sound procurement involves openness, probity, complete and accurate records, accountability 
and confidentiality. It establishes and maintains rules and procedures that are attainable and 
unambiguous.’ 

The procurement process for goods and services should be transparent and well documented so 
that the project realises value for money as a best practice. 

From our review of procurement documentation relating to a transport provider and two restaurants, 
we observed instances where the date of the invoice and that of the bid analysis approval was 
inconsistent. These are detailed as follows: 

 Date 
Transaction 
reference 

Description  Amount $ Remarks 

17.01.2017 
SOM10-
00109384-1-
1-ACCR-DST 

Transport cost of 
equipment to Juba 
State of Somalia 
(JSS) 

 15,000  
The bid analysis and invoice 
have the same date. Both 
dated 6 November 2016 

26.07.2017 
SOM10-
00114742-1-
1-ACCR-DST 

Workshop on 
conflict 
management held 
in Gedo 

 14,700  

Invoice dated earlier than bid 
analysis. Invoice date is 5 
June 2017 while the bid 
analysis is dated 1 July 2017 

18.07.2017 
SOM10-
00114446-1-
1-ACCR-DST 

Workshop on 
federalism held in 
Gedo 

 14,400 
Invoice and bid analysis have 
same date. Both dated 1 July 
2017 

From discussion with Management we were informed that this arose due to lack of staff guidance 
around procurement requirements and regulations.  

Weaknesses in procurement procedures give rise to the risk that fairness, integrity and transparency 
of the process was not demonstrated by the entity. 

Priority: Medium 

Recommendation:  

The process of procurement should be well documented as required in POPP so that an independent 
reviewer can understand the entire cycle. The dates of events relating to the procurement process 
should be well documented to avoid doubts whether the events took place. 

Training should be provided to address any capacity gaps identified and to enhance the ability of the 
Country office in implementing the Letters of Agreement (LOA). 

Management comments:  

The mentioned three transactions relate to Direct Payment under LOAs between UNDP and two 
government entities. Under this modality, the government is responsible to undertake the whole 
process and request UNDP to make payment.   

We note the weaknesses in the procurement process done by the government and will take 
corrective action by asking these implementing partners to ensure the application of due process in 
procurement process. 
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Auditor comments: 

We have reviewed additional clarification provided by management and note that findings arose 
mostly due to human error within the procurement teams in the ministries. We maintain our finding 
that action should be taken as noted by management to ensure that the LoAs are being adequately 
implemented.  

 
 
 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
16 August 2018 
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Annex 1: Combined Delivery Report 
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Annex 2: Statement of Fixed Assets  
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Annex 3: Audit finding priority ratings 

 
The following categories of priorities are used:  
 

High 
(Critical) 

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. 

Medium 
(Important) 

Action is required to ensure that UNDP is not exposed to risks. Failure to take action 
could result in negative consequences for UNDP. 

Low 

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