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Dear  Director, 

We have recently completed our fieldwork for the final audit for the year ending 

31 December 2011 of the EUBAM 8 Project (Moldova), ATLAS project ID 

76882 executed by UNDP Moldova.  

The purpose of this letter is to bring to your attention certain matters which were 

encountered in the course of our work and to offer our comments and 

recommendations.  These comments, by their nature, are critical as they relate 

solely to weaknesses and do not address the many strong features and controls 

within the companies systems. 

The primary purpose of our examination was expressing an opinion on the 

Statement of Expenditures and Assets position of the project.  

We performed our procedures on the project Combined Delivery Report only to 

the extent as required by International Standards on Auditing. Our evaluation 

with respect to these financial systems was not designed to specifically audit 

internal controls. Such procedures would not necessarily disclose all 

weaknesses in the systems. 

To facilitate your review and follow up, detailed information relating to the major 

findings is presented on the following pages. 

The contents of this letter have been discussed with the responsible 

management personnel and apply to the controls and procedures in existence 

during our examination. We have not updated these items since 19 October 

2012.  

We would be pleased to discuss our comments and recommendations with you 

and to assist you with their implementation. 

We would also like to acknowledge the co-operation and assistance extended 

to us by the personnel of the companies during the course of our work. 

 

Very truly yours, 

 
Quentin Crossley 
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Glossary of terms 

CAP Contracts, Assets and Procurement Committee  

CDR Combined Delivery Report  

RACP Regional Advisory Committee on Procurement  

VAT Value Added Tax  



Observation 1 
Missing CAP approvals 
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Observation 1  

Missing CAP approvals 

Condition:  

During our testing we identified one instance of missing CAP committee submission which is a departure from UNDP rules. We have identified one vendor – DAAC 

HERMES to whom payments exceeded USD 30 thousand, without a CAP submission. 

  

Criteria:  

UNDP offices should track the total amounts paid to individual vendors. In the case that the amounts are approaching the threshold, either USD 30 thousand for CAP 

or USD 100 thousand for RACP, respective submissions should be performed and documented.  

  

Cause:  

Human error.  

  

Effect, potential impact or risk:  

Late approvals create post facto commitments which are not received prior to approval in accordance with UNDP guidelines.  

 

Priority: 

Medium 

 

Recommendation:  

We recommend the cumulative amounts of payments made to significant vendors are tracked and reviewed on a regular basis. By this review the UNDP office will 

ensure that CAP or RACP submissions will be performed in accordance with UNDP‘s procurement policies and procedures. 



6 © 2012 KPMG Slovensko spol. s r.o., the Slovak member firm of KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved. 

Observation 1  

Missing CAP approvals 

Management comments: 

UNDP Moldova and EUBAM has put in place efficient tools for the overall monitoring of thresholds (monthly reports and analysis). POs amounting to less than 

30,000 USD are raised and approved entirely within EUBAM by staff exercising the respective roles in ATLAS. As a normal practice, each buyer raising a PO for a 

certain vendor should verify the cumulative amount of contracts signed with the respective vendor. The mistake was done due to a human mistake, and all measures 

were taken and monitoring tools established to avoid such cases in future.   

 



Observation 2 
Fixed assets disposals  
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Observation 2  

Fixed assets disposals  

Condition: 

During our audit we identified deficiencies in controls over the disposals of fixed assets. We identified several assets which should have been recorded as having 

been disposed in 2009, however, they were recorded as disposed in 2011. The total amount of these assets is USD 63 thousand and are included in the table below: 

  

 

 

 

 

Criteria:  

Under UNDP‘s Asset management policy, assets that are disposed of should also be removed from the Asset Inventory ledger.   

  

Cause:  

Human error. 

  

Effect, potential impact or risk:  

Increase of risk of incorrect presentation of fixed assets in the CDR.   

 

Priority: 

Medium  

Fixed assets disposals       

Description  Date of disposal Disposal booked  Acquisition costs (USD thousand) 

Land Rover, Defender 7.12.09 2011 21 

Land Rover, Defender 7.12.09 2011 21 

Land Rover, Defender 7.12.09 2011 21 

Total      63 
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Observation 2  

Fixed assets disposals  

Recommendation:  

In order to mitigate the risk of improper presentation of disposals, we recommend management performs a year end review of its Asset Inventory Ledger. By 

performing these reviews management will reconcile movements of fixed assets presented in Asset Inventory ledger to supporting documentation and this will 

mitigate the risk of an improper presentation of fixed assets 

 

Management comments: 

UNDP’s Asset Management Policy which was in use prior to 2012 refers to assets under the Management Project. Such assets were recorded in ATLAS as 

prescribed by POPP and certified on a bi-annual basis. As for Development Projects assets, these were not recorded in ATLAS prior to 2012. Though not mandatory 

at that time EUBAM decided to record its assets in ATLAS as well and indeed the record was not changed in time to reflect the disposal in ATLAS. However the 

disposal procedure was fully conforming with UNDP’s asset guidelines and all mandatory action was taken. The recording in ATLAS was voluntary and the change of 

status though desirable did not increase the risk of incorrect presentation of fixed assets, and in CO opinion, the observation is not applicable. 

 

Auditors´ comments: 

We understand that the assets were sold in the year 2009, therefore according to our opinion these were not supposed to be presented in ATLAS during the 

following years 2010 and 2011 but rather disposed in 2009 at the time of the sale.  

 



 
 
 
Appendix 1 
Definitions of Priorities of Audit 
Recommendations 
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Appendix 1 

Definitions of Priorities of Audit Recommendations   

The audit observations are categorized according to the priority of the audit recommendations and the possible causes of the issues  The categorized audit 

observation provide a basis by which the UNDP country office management is to address the issues. 

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. 
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