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Executive Summary
The UNDP Office of Audit and Investigations (OAI), from 1 October to 13 November 2013, through Talal Abu Ghazaleh & Co (the audit firm), conducted an audit of Support to Elections during the Transitional Period PHASE
I, Project No. 80501 (the Project), which is directly implemented and managed by the UNDP Country Office in
Yemen (the Office). The last audit of the Office was conducted by OAI in 2009.
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 Statement of Expenditure
(Combined Delivery Report) for the period from 1 January to 31 December 2012 and Statement of Assets as of
31 December 2012.
The audit was conducted under the general supervision of OAI 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
Amount
Opinion
(in $ ‘000)
6,653

unqualified

Project Assets
Amount
Opinion
(in $’000)
298

unqualified

Key recommendations
The audit did not result in any high (critical) priority recommendations. There is one medium (important) priority
recommendation, which means, ‘‘Action is required to ensure that UNDP is not exposed to risks that are
considered moderate. Failure to take action could contribute to negative consequences for UNDP.’’ This
recommendation includes actions to update the fixed assets register.
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Financial audit of the locally incurred costs in the “Combined Delivery Report (CDR)” of the
Project ID: 80501 entitled “Support to Elections during the Transitional Period (SETP) Phase I
– Yemen” for the year ended 2012
Funded by: DFID (UK), DENMARK, JAPAN, GERMANY, UN PBF, UNDP
Implemented by: United Nation Development Programme (UNDP) in Yemen

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

Dear Mr. Helge Osttveiten,
This report represents the results of our financial audit of the locally incurred
costs in the “Combined Delivery Report (CDR)” of the Project ID: 80501 titled
“Support to Elections during the Transitional Period (SETP) Phase I –
Yemen”, for the Year ended 31 December 2012.
This Financial audit was mandated in accordance with the Audit contract for
professional service with UNDP/OAI Ref. 2013/04 dated 20 September 2013.
Sincerely yours,

Jamal Milhem, CPA
Certified Accountant License # (100/98)

Executive Director
Talal Abu - Ghazaleh & Co.
Ramallah - Palestine, 13 November 2013
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Financial audit of the locally incurred costs in the “Combined Delivery Report (CDR)” of the
Project ID: 80501 entitled “Support to Elections during the Transitional Period (SETP) Phase I
– Yemen” for the year ended 2012
Funded by: DFID (UK), DENMARK, JAPAN, GERMANY, UN PBF, UNDP
Implemented by: United Nation Development Programme (UNDP) in Yemen

1. PART I – EXECUTIVE SUMMARY
The Executive Summary summarizes the important issues raised in the financial
audit of the above mentioned award.
1.1. Background Information about Project

The aim of the project is to support the Government of Yemen (GoY), and the
Supreme Commission on Elections and Referenda (SCER), in particular, in
reinforcing the electoral cycle by conducting fair, open and inclusive elections
within the terms of the agreed Transition Initiative (signed in Riyadh on 24
November 2011). The project adopted a two-phase approach: phase one
focused on technical and material support, in addition to public participation
and information activities, to the early presidential elections which took place
on 21 February 2012. Funding for phase one came from DFID, Japan,
Germany, Denmark, UNDP and the UN Peace-building Fund. Phase two’s
focus is on voter registration, the expected referendum on a new Constitution,
post-referendum elections, electoral reform, as well as public participation
and information initiatives. The capacity of the SCER will be reinforced
during both phases, at the institutional and individual levels. Support will be
provided from a multi-partners basket fund to ensure coordination and costeffectiveness.
Key Activities:
1) Enhancing Electoral Administration and Capacities;
2) Supporting Electoral Legal Reform; and
3) Increasing Citizen Participation and Inclusion in Electoral Processes.
The total budget of the grant is USD 6,833,203. The financial audit covered the
amount of USD 6,653,424 of total expenditures incurred locally during the
period from 1 January to 31 December 2012.
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1.2. Project Identification information:
The following table summarizes the budget and amount of expenditures for
the year under review according to the donor:

Donor
DENMARK
GERMANY
JAPAN
DFID
UNPBF
UNDP
Total

2012 Budget (USD)
846,695
950,000
1,138,513
2,519,623
1,000,000
378,372
6,833,203

Total Expenditures as
Per CDR (USD)
(839,026)
(950,000)
(1,137,012)
(2,355,060)
(994,425)
(377,901)
(6,653,424)
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1.3. Audit Objective

The objective of the financial audit is to express an opinion on a project’s
financial statements, which include:
1) Expressing an opinion on whether the expenses incurred by the project
during year ended 2012 and the funds utilization as at 31 December 2012
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) is the mandatory and
official statements upon which the audit opinion should be expressed.
2) Expressing an opinion on whether the statement of fixed assets presents
fairly the balance of assets of the UNDP project as at 31 December 2012.
This statement must include all assets available as at 31 December 2012
and not only those purchased in the period under audit. Where a DIM
project does not have any assets or equipment, it will not be necessary to
express such an opinion.
3) Expressing an opinion on whether the statement of cash held by the
project presents fairly the cash and bank balance of UNDP project as at a
given date. Disbursements made against a DIM project are usually
financed from the regular country office bank accounts. Exceptionally, a
dedicated bank account may be opened and used solely for the cash
transactions of a DIM project, e.g. if the project is in a remote location.
The audit firm is required to express an opinion on the Statement of
Cash only where dedicated banks account for the DIM project has been
established. 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.
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Scope of Audit:
We performed our audit in accordance with the International Standards of
Auditing (ISA) and in compliance with the UNDP rules and regulations. We
also reviewed the internal controls and compliance with procurement
guidelines issued by UNDP and submitted the necessary recommendations to
management.
The scope of the audit includes various audit steps that have been performed
on a sample basis, obtaining adequate and sufficient coverage based on the
audit objectives and comfort required.
This audit covers the local direct and indirect costs incurred in Yemen for the
total amount of USD 6,653,424 for the period from 1 January to 31 December
2012. This report does not cover amounts disbursed during other periods and
does not include any amounts received or disbursed under any other
agreements with UNDP.
The following are the main steps performed and followed as the basis for
preparing the audit programs. They are not considered all-inclusive or
restrictive in nature and do not constitute relief from exercising due
professional care and judgment. The steps were modified to correspond with
local conditions and specific project design, implementation procedures, and
contract provisions which may vary from project to project.
1- Performing pre-audit steps which include reviewing project documents,
UNDP’s internal manual procedures and UNDP policies.
2- Evaluating the program implementation actions and accomplishments.
3- Obtaining a sufficient understanding of the internal control structure
related to the agreement’s different activities, internal environment,
assessing the control risks, monitoring controls, control over compliance,
and information and communication.
4- Identifying areas where fraud and illegal acts have occurred or likely to
have occurred as a result of inadequate controls.
5- Examining the Combined Delivery Report (CDR) and related notes, this
includes testing expenditures, bank account and related budgets.
6- Performing tests of compliance with agreement’s terms and applicable
laws and regulations related to UNDP programs.
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The scope of the audit relates only to transactions 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”, 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 Centers and UNDP Headquarters, and where the
supporting documentation is not retained at the level of the UNDP
country office.

The audit shall:


Cover all activities of project “Support to Elections during Transitional
Period” ID: 80501 during the period from 1 January to 31 December 2012;
and



Include a review of project reports and records located at the UNDP
country office in Yemen, and, as applicable, field offices of the project
/program, and, other field locations.

Specifically, the audit shall cover the following:
a) The expenses incurred and recorded in the Combined Delivery Report
(CDR) of the project during the period from 1 January to 31 December
2012 as reported by the Office in Yemen;
b) The value and existence of the fixed assets held by the project as at 31
December 2012; and
c) If applicable, the value and existence of cash held by the project as at 31
December 2012, either as cash at hand or in the bank account.
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1.4. Summary of the work done and audit results:
1.4.1. Work Done:

This summary represents the results of our financial audit of the locally
incurred costs in the “Combined Delivery Report (CDR)” of the Project ID:
80501 titled “Support to Election during the Transitional Period (SETP) Phase
I – Yemen”, for the year ended 31 December 2012.
The total costs incurred by United Nation Development Programme (UNDP)
in Yemen on the above mentioned project is USD 6,653,424. The audit
approximately covered 83 percent in substantive test of details as shown in
the following table:
Table 2:

Category
Human Resources
Traveling cost
Consultant and Contractual
Equipment and furniture’s
Materials and goods
Hospitality
Media Coverage
Audio/Video Equipment’s
Stationery
Information technical Equip
Rents
Miscellanea expenses
Facilities & Admin Services
Workshop and training
Total

Total
expenditure
incurred
(USD)
256,119
146,175
1,503,491
944,632
1,644,374
81,035
577,661
176,070
156,188
346,682
114,780
170,227

Expenditure
tested
(USD)
208,461
34,882
1,087,441
881,128
1,579,787
76,313
433,189
148,843
54,357
264,137
86,663
126,987

Percentage
81%
24%
72%
93%
96%
94%
75%
85%
35%
76%
76%
75%

435,490

435,490

100%

100,500

99,956

99%

6,653,424

5,517,634

83%
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1.4.2. Results of Audit:



The Combined Delivery Report (CDR)
The review did not disclose any financial errors in the Project's CDR.
However; we noted certain instances of weaknesses in internal control
system of the Project reported in details in the part III in this report.



The Statement of Fixed Assets
The physical examination disclosed unrecorded fixed assets in the
current Assets Register by the amount of USD 51,106, which could
affect the statement of assets presentation. However; the management
considered our comment during the field-work and corrected the error.



The Cash held by the project
The Statement of Cash Position is not applicable due to not establishing
a separate bank account for the project’s purposes.
Jamal Milhem, CPA
Certified Accountant License # (100/98)
Executive Director
Talal Abu – Ghazaleh & Co.

Ramallah - Palestine, 13 November 2013
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2. PART II – AUDITOR’S REPORT WITH OPINION
2.1. Auditor Report
To Mr. Helge Osstveiten
Director
UNDP Office of Audit and Investigation (OAI)
Report on the Project Financial Statement
We have audited the accompanying Combined Delivery Report (CDR) and
Funds Utilization Statement (“the Statement”) of the UNDP Project (ID:
80501) titled “Support to Election during the Transitional Period (SETP) Phase
I - Yemen for the period from 1 January to 31 December 2012.
Management’s Responsibility
Management is responsible for the preparation and fair presentation of the
statement for “Support to Election during the Transitional Period (SETP)
Phase I in Yemen” Project 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 the 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.
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Unmodified Opinion:
In our opinion, the attached Combined Delivery Report (CDR), presents fairly
in all material respects, the expenditure of USD 6,653,424 incurred by the
project “Atlas Award ID: 63389”, “Support to Elections during the
Transitional Period (SETP) Phase I in Yemen” for the period 1 January to 31
December 2012 in accordance with UNDP accounting policies and basis of the
accounting used in note (1) to Combined Delivery Report.
Yours Sincerely
Jamal Milhem, CPA
Certified Accountant License # (100/98)
Executive Director
Talal Abu – Ghazaleh & Co.
Ramallah - Palestine, 13 November 2013
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2.2. 2012 CDR Project No. 80501
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PROJECT ID: 80501 TITLED “SUPPORT TO ELECTION DURING THE
TRANSITIONAL PERIOD (SETP) PHASE I – YEMEN”,
FOR THE YEAR ENDED YEAR 2012
NOTES TO THE COMBINED DELIVERY REPORT (CDR)

Note (1) Basis of Accounting:
The statement of expenditures was prepared on the Cash basis that recognized
expenses when actually paid rather than incurred. Depreciation expenses included in
CDR due to newly adoption of IPSAS started in 1 January 2012.

Note (2) Exchange Rates:
Transactions translated to U.S. Dollars at the date of transaction according to UNDP
exchange rates posted to Atlas System.
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3. CERTIFICATION FOR STATEMENT OF FIXED ASSETS - 2012
CERTIFICATION FOR STATEMENT OF FIXED ASSETS
To Mr. Helge Osttveiten
Director
UNDP Office of Audit and Investigation (OAI)

Report on the Project Financial Statement
We have audited the accompanying Statement of Fixed Assets (“the
statement”) of the UNDP project 80501, titled “Support to Elections during
the Transitional Period (SETP) Phase I – Yemen” for the year ended 2012.
Management’s Responsibility
Management is responsible for the preparation of the statement for the project
titled: Support to Elections during the Transitional Period (SETP) Phase I –
Yemen for such internal control as management determines is necessary to
enable the preparation of the 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 the 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 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 schedule 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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Unmodified Opinion
In our opinion, the attached Statement of Assets presents fairly, in all material
respects, the balance of fixed assets of the UNDP project “Support to Election
during the Transitional Period (SETP) Phase I in Yemen” by the amount of
USD 298,043 as at 31 December 2012 in accordance with UNDP accounting
policies.
Jamal Milhem, CPA
Certified Accountant License # (100/98)
Executive Director
Talal Abu – Ghazaleh & Co.
Ramallah - Palestine, 13 November 2013
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SUPPORT TO ELECTIONS DURING THE TRANSITIONAL PERIOD (SETP)
PHASE-I IN YEMEN
STATEMENT OF FIXED ASSETS
AS AT 31 DECEMBER 2012

Category

Amount USD

Electrical

50,401

Vehicles

226,945

Furniture

19,617

Other
Total Fixed assets

1,080
298,043
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3.1. Statement of Fixed Assets - 2012
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“SUPPORT TO ELECTION DURING THE TRANSITIONAL PERIOD (SETP)
PHASE I” IN YEMEN PROJECT
NOTES TO THE STATEMENT OF FIXED ASSETS
1) Basis of Accounting:
All assets included in the Statement of Fixed Assets were accounted for
according to their historical costs, and UNDP’s Assets Management
Guidelines.
2) Depreciation expense:
In year 2012, UNDP started applying IPSAS and CDR attached
included fixed assets depreciation expense.
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REPORT OF THE INDEPENDENT AUDITORS TO UNDP DIM PROJECT
“SUPPORT TO ELECTION DURING THE TRANSITIONAL PERIOD (SETP) PHASE
I” IN YEMEN

CERTIFICATION FOR STATEMENT OF CASH POSITION
To Mr. Helge Osttveiten
Director
UNDP Office of Audit and Investigation (OAI)

The Statement of Cash Position for the Project 80501 “Support to Election
during the Transitional Period (SETP) Phase I – Yemen”, for the period from 1
January to 31 December 2012 is not applicable due to not establishing a
separate bank account for the project’s purposes. Accordingly, the project
management did not prepare a statement of cash position as at 31 December
2012 and no expression of opinion is stated.
Sincerely Yours
Jamal Milhem, CPA
Certified Accountant License # (100/98)
Executive Director
Talal Abu – Ghazaleh & Co.
Ramallah - Palestine, 13 November 2013
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4. PART III – MANAGEMENT LETTER
13 November 2013
To Director
Office of Audit and Investigations (OAI)
United Nations Development Programme
Subject: Letter to Management on auditing Combined Delivery Report (CDR) “the
Statement” of the UNDP Project “Atlas Award ID 63389”.

We have performed an audit of the Combined Delivery Report (CDR) (“the
Statement”) of the UNDP Project “Atlas Award ID: 63389”, “Support to Election
During the Transitional Period (SETP) Phase I – Yemen” for the period from 1
January to 31 December 2012 in accordance with International Standards of Auditing
(ISA) and in compliance with the UNDP rules and regulations.
In planning and performing our audit of the project, we considered the project
internal control structure and compliance with terms and conditions of the grant
contract in order to determine our auditing procedures for expressing our opinion on
the Combined Delivery Report (CDR) (“the Statement”) and not to provide
assurance on the internal control structure. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatements
of the financial statement, whether due to fraud or error.
UNDP Yemen Office Management is responsible for the design, implementation and
maintenance of the internal control system over the Projects. To execute this
obligation, the UNDP Yemen office Managements is required to assess the expected
risks and rewards of the policies and procedures for management control.
Our consideration of the internal control structure was for the limited purpose of
expressing an opinion on the Combined Delivery Report (CDR), and therefore would
not necessary disclosing all matters that might be reportable conditions. In addition,
because of inherent limitations in any internal control structure, errors or
irregularities may occur and not be detected by such control structure.
Finally, we would like to express our appreciation for the courtesy extended to us by
the responsible personnel in UNDP Yemen office management.
Truly yours
Jamal Milhem, CPA
Certified Accountant License # (100/98)
Executive Director
Talal Abu – Ghazaleh & Co.
Ramallah - Palestine, 13 November 2013
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3.1 Audit Finding and Recommendation

3.1.1 Fixed Assets Register
Observation
Criteria:

The fixed assets register should include all assets that have been acquired.
Background:

During the audit, we noted that the register of fixed assets did not include the
following items:
Item
Envoy System Controller
Furniture
Total

Date of purchase

22/12/2012
3/9/2012

Amount USD
31,886
19,220
51,106

Priority:
Medium (Important)
Recommendation:
The Office should keep updated records of fixed assets in ATLAS for better
accountability and safeguarding over fixed assets.
Management acceptance:
Yes

No

Management comments and action plan:
The above comments are well taken and noted. In fact the above items were lately
delivered and installed at UNDP CO building for the Elections operation room, in
which all elections related meetings are held due to security situation in the country.
As the equipment was lately installed the project management erroneously misses to
include in the inventory list. The project management has been requested to include
the above items to the list.
Auditor’s response:
We still recommend to consider our findings and to implement our recommendation,
reason being that this will contribute to better control over fixed assets.
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