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Report on the audit of UNDP Myanmar 
Improved Livelihood & Social Cohesion, Output No. 86669 

Executive Summary 
 
The UNDP Office of Audit and Investigations (OAI), from 6 to 16 May 2014, through Moore Stephens LLP (the 
audit firm), conducted an audit of the Improved Livelihood and Social Cohesion, Output No. 86669 (the Project), 
which is directly implemented and managed by the UNDP Country Office in Myanmar (the Office). This was the 
first audit of the Project.  
 
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 2013 and the accompanying Funds 
Utilization statement1 as of 31 December 2013 as well as Statement of Assets as of 31 December 2013. 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), or where supporting documentation was retained at the UNDP Country Office level. The audit 
did not cover the Statement of Cash Position as of 31 December 2013 as no separate bank account was 
established and maintained for the Project. 
 
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 Project Assets  
Amount 

(in $ ‘000) 
Opinion Net Financial 

Impact 
(in $ ‘000) 

Amount
(in $’000) 

Opinion 

 
5,460* 

 
Qualified 35 190 Unqualified 

*Expenditures recorded in the Combined Delivery Report was $5,874,323. Excluded from the audit scope were transactions 
that are not processed or approved at the Office level ($414,088).  

 
The audit firm qualified its opinion on project expenditure and the Funds Utilization statement due to 
unsupported transactions amounting to $34,694 and entailing potential financial irregularities.  The audit firm 
was unable to assess the extent of the possible impact of this issue.  This matter was referred to the   
Investigations Section of OAI for further assessment and appropriate action.  
 
Key recommendations: Total =6, high priority = 5  
 

                                                           
1 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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For high (critical) priority recommendations, 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. All high (critical) priority 
recommendations are presented below: 
 

Lack of supporting 
documentation 
(Issue 1) 

Supporting documents for two payments totalling $34,694 were not available. As efforts 
to trace the documents from the originating field offices were not successful, the Office 
suspected that these transactions may involve financial irregularities. 
 
Recommendation: Enhance controls over payments, including: (a) an in-depth analysis to 
identify the reasons for the unsupported payments and addressing the related control 
weaknesses; (b) identifying the transactions that may be subject to the suspected 
financial irregularities (including payments made on behalf of other UN agencies) and 
taking corrective action; and (c) attributing responsibility and taking appropriate action. 
 

Corporate Issue:2 
Recognition of 
micro capital grant 
expenditure prior 
to payment and 
activity 
implementation 
(Issue 2) 
 
 
 

In December 2013, the Office approved payment of micro-capital grants to implementing 
partners amounting to $2.8 million.  This amount was recorded as expenditure incurred 
during 2013, even though this was not actually paid to the implementing partners until 
January 2014. The 2013 Combined Delivery Report would therefore be misleading as not 
all the expenditure was incurred for activities in 2013. However, the UNDP ‘Guidance on 
Micro Capital Grants does not give guidance on accounting for micro-capital grants. 
 
Recommendation: Consider the limitations of the current method of recognising grant 
expenditure at the point of approval of payment and review the recognition criteria for 
micro-capital grant payments; and include guidance for accounting for micro-capital 
grants in an updated and expanded version of the ‘Guidance on Micro Capital Grants’ 
document.  
 

Weaknesses in the 
evaluation 
procedures for call 
for proposals 
(Issue 3)  
 
 
 
 
 
 

A Call for Proposals was made by the Office in September 2013.  In one state, all six 
proposals received were accepted by the Office despite cases of non-compliance with the 
Call for Proposals. The Office had also not established criteria for specific scores to be 
awarded in any of the assessed categories.  

Recommendation: Include a documented assessment of compliance with the terms of 
the Call for Proposals in the review of proposals; standardize consequences of non-
compliance; establish criteria for award of scores under each of the assessment criteria 
and standardize and document all procedures so that all implementing partners are 
treated equally and the evaluation process is transparent. 
 

Weaknesses in 
project monitoring 
(Issue 4) 

There was inadequate monitoring by the project, as noted in one of the states. The 
weaknesses noted included: participant lists not signed by the participants; quality of 
monthly reports not consistent for all implementing partners; monthly and quarterly 
reports not signed; financial information not included in the monthly reports; and no 
evidence of review of Implementing Partners reports by UNDP staff. 
 
Recommendation: Include a documented assessment of compliance with the Monitoring 
and Evaluation plan in the review of the implementing partners’ monitoring reports and 

                                                           
2 Corporate issue requires action by UNDP headquarters. 
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EXECUTIVE SUMMARY 
 
Moore Stephens LLP conducted the financial audit of Improved Livelihood & Social Cohesion (Project 
ID 00074124 and Output no. 00086669) (the project), directly implemented by UNDP Myanmar for 
the year ended 31 December 2013. 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: 

Statement of Expenditure Qualified opinion  

Statement of Fixed Assets  Unqualified 
 
As a result of our audit, we have raised six audit findings with a financial impact totalling $ 34,693.65 
as summarised below: 
 
No. Description Priority 

rating 
Amount

$
1 Lack of supporting documentation High 34,693.65 
2 Recognition of micro capital grant expenditure prior to payment and 

activity implementation 
High - 

3 Weaknesses in the evaluation procedures for call for proposals High - 
4 Weaknesses in project monitoring High - 
5 Inconsistent grant agreements and lack of information on and review 

of fund utilisation 
High - 

6 Micro capital grant agreement issued in excess of $150,000 limit Medium - 
Total 34,693.65

Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
7 August 2014 
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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 
statements which include: 

• Expressing an opinion on whether the financial expenses incurred by the project between 1 
January and 31 December 2013 and the funds utilization as at 31 December 2013 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 presents fairly the balance of 
assets of the UNDP project as at 31 December 2013. This statement must include all assets 
available as at 31 December 2013 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. 

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project between 1 January and 31 December 2013. 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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AUDIT OPINIONS 

Independent Auditor’s Report to UNDP  

Improved Livelihood & Social Cohesion Project 

Statement of Expenditure 

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement 
totalling $ 5,874,323 (“the statement”) of the UNDP project 00074124 ‘Improved Livelihood & Social 
Cohesion’ for the period from 1 January to 31 December 2013. The CDR expenditure totalling $ 
414,088, comprised of expenditure not processed or approved by UNDP Country Office Myanmar was 
not within the scope of our audit. 

Management is responsible for the preparation of the statement for the Improved Livelihood & Social 
Cohesion 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.  

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. 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. 

Basis for qualified opinion 

We noted two transactions totalling $ 34,693.65 that were not supported by any documentation. The 
UNDP Myanmar Country Office suspects that these transactions may be the subject of potential 
financial irregularities. 

We are unable to assess the extent of the possible impact of this issue on the transactions which 
were not part of our audit sample, over and above the $34,693.65 (0.64% of the total expenditure 
audited) which we have already considered as being ineligible. 

Qualified opinion 

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization statement, 
except for the possible effects of the matter described in the paragraph above, presents fairly in all 
material respects the expenditure of $ 5,460,235 incurred by the project for the period 1 January to 
31 December 2013 in accordance with UNDP accounting policies. 
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Independent Auditor’s Report to UNDP  

 Improved Livelihood & Social Cohesion Project 

Statement of Fixed Assets 

We have audited the accompanying Statement of Fixed Assets (‘the statement’) of the UNDP project 
00074124 ‘Improved Livelihood & Social Cohesion’ as at 31 December 2013.  

Management is responsible for the preparation of the statement for Improved Livelihood & Social 
Cohesion 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.  

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. 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. 

Unqualified opinion 

In our opinion, the attached Statement of Assets presents fairly, in all material respects, the balance 
of inventory of the UNDP project Improved Livelihood & Social Cohesion amounting to $ 190,445 as 
at 31 December 2013 in accordance with UNDP accounting policies.  
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MANAGEMENT LETTER 
 
The findings related to the audit of the financial statements are discussed in our management letter 
below: 

Finding n°: 1 Title: Lack of supporting documentation 

Observation:  

UNDP project should maintain books and records that are accurate, complete, up to date and 
clearly identify all transactions. UNDP is required to maintain original documentation including bills, 
invoices, receipts and any other relevant documentation. 

However, supporting documents were not available for the following transactions which were 
selected as part of our audit sample,: 

Transaction Id 
Date 

Posted Account Account 
Description 

Amount 
MMK 

Amount 
USD 

MMR10-00089300-1-1-
ACCR-DST 28/07/13 73405 RENTAL MAINT-

OTHER OFFICE EQ 4,806,150.00 4,904.23

MMR10-00091276-1-1-
ACCR-DST 12/10/13 72605 GRANTS TO INSTI 

OTHER BENEF 29,000,000.00 29,789.42

Total 33,806,150.00 34,693.65

Efforts to trace the documents from the originating field offices were not successful and the Country 
Office suspects that these transactions may be the subject of potential financial irregularities. The 
Country Office initiated an analysis of 2013 payments to establish any other documents that may be 
missing and the reasons thereof. The final results of this analysis were not available at the date of 
this report. 

We find the total of the two unsupported invoices of $ 34,693.65 to be ineligible. We are unable to 
assess the extent of the possible impact of this issue on the transactions which were not part of our 
audit sample. 

Priority: High 

Recommendations:  

We recommend that UNDP Myanmar Country Office enhance its controls over payments. This 
should include (a) an in-depth analysis to identify the reasons for the unsupported payments and 
addressing the related control weaknesses (b) identifying the transactions that may be subject to the 
suspected financial irregularities (including payments made on behalf of other UN agencies) and 
taking corrective action; and (c) attributing responsibility and taking appropriate action. 

Management comments:  

As recommended we have begun analysing the reasons behind the payments subject to potential 
financial irregularities and identifying other transactions that may be subject to similar issues. As we 
coordinate with our Office for Audit and Investigation and analyse the circumstances and existing 
documentation, it is clear that it will take time to elucidate the issues in-depth in order to take all 
necessary and appropriate actions.  

A preliminary analysis of the cases leads us to believe that remedial actions to prevent these sort of 
cases, in addition to those you have mentioned, involve improving budget management so that 
budget owners more carefully supervise expenditures. In this regard we have undertaken actions by 
clarifying expenditure approval roles in an Office Memo. In addition we also believe that in spite of a 
restrictive banking environment making it often necessary to handle cashing of checks, a review of 
the current process to cash checks is necessary.    
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Finding n°: 2 Title: Recognition of micro capital grant expenditure prior to payment and 
activity implementation 

Observation:  

To deliver a package of livelihood assistance at village level, micro capital grants (MCGs) were 
awarded by the project to implementing partners and social cohesion committees across 
Myanmar. We noted that MCGs account for $ 4,363,216 of total project expenditure of $ 
5,874,323 recorded in the CDR (74.3% of total expenditure).  

Payments of MCGs were typically paid in three tranches with the second tranche being the 
largest payment (typically 60% of the MCG total). We noted that many of the second tranche of 
MCG payments were made throughout December 2013 with these payments totalling around $ 
2.8m (almost half of total project expenditure on the CDR). These payments were recognised as 
expenditure in Atlas as soon as the AP voucher was approved and posted by the UNDP CO 
finance department. This is in line with UNDP accounting policies. 

However, through testing a sample of MCG payments, we noted that some payments recorded 
as expenditure in December 2013 were not paid until January 2014, usually because there was 
a delay whilst the representative of the implementing partner (IP) receiving the MCG came to 
UNDP CO to pick up the cheque. Therefore in these cases, expenditure has been in recorded in 
2013 even though payment was not made until 2014. 

Also, the IPs generally were not able to carry out any activities until they had received their 
funding tranche and so, in most cases, no actual activity implementation in respect of the 
tranche 2 payments actually occurred in 2013 (instead it funded work that took place in January 
to March 2014). Therefore in these cases, despite the expenditure being recorded in 
accordance with UNDP policies, there is little evidence that the expenditure was actually 
incurred in 2013.  

The CDR as it stands could be considered misleading as the reader would think that $ 
5,874,323 of expenditure has been incurred on activities in 2013, even though the actual 
amount incurred would be considerably lower. This scenario has arisen due to the timing of 
recognition of MCG payments as described above. 

Although the payment of micro capital grants can be done relatively quickly and easily by a 
small number of large tranche payments, the activities funded by each tranche are often 
complex and can cover several months as well as straddling different accounting periods. 
However, despite the complexity of funded activities, we noted that specific UNDP guidance on 
micro capital grants is limited to the ‘Guidance on Micro Capital Grants’ document issued by the 
UNDP Bureau for Development Policy in July 2008, which does not give any guidance on 
accounting for micro capital grants. Furthermore, we were told by UNDP Myanmar CO finance 
department staff that accounting for MCG payments should be carried out in the same way as 
standard payments to suppliers. 

We recognise that the issues raised in this finding relate to UNDP policies at the corporate level 
and cannot be addressed solely by the Myanmar country office. 

Priority: High 

Recommendations:  

The following recommendations are made to UNDP at the corporate level: 

• We recommend that UNDP consider the limitations as described above of the current 
method of recognising grant expenditure at the point of approval of payment and review the 
recognition criteria for MCG payments.  

• We recommend that guidance for accounting for MCGs should be included in an updated 
and expanded version of the ‘Guidance on Micro Capital Grants’ document.  
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Management comments: 

The Office of Financial Recourses Management (OFRM) indicated that recognizing varied 
situations or practices in the field offices where grants are issued in tranches and/or used by 
grantees over more than one reporting period, and UNDP agrees to the recommendation to 
develop an expanded guidance of the MCGs to differentiate situations where such 
disbursements could be considered as advances until utilized or expended immediately as the 
case may be. 
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Finding n°: 3 Title: Weaknesses in the evaluation procedures for call for proposals 

Observation:  

In order to implement the project activities set out in the project work plan, implementing partners 
were required in each state. A Call for Proposals (CfP) was made by UNDP in September 2013 and 
in response a number of proposals were received from prospective implementing partners (IPs).  

In Kayah state, six proposals were received and all six were accepted by UNDP. In Kayah state we 
noted the following cases of non-compliance: 

• The CfP set a budget limit of $141,960 but the total budget proposed by two prospective IPs 
exceeded this amount (although in both cases the budgets were below the limit of $150,000 
set out in the ‘UNDP Guidance on Micro Capital Grants’ document); 

• A list of villages to be served by the IP was required to be attached to the proposal but such 
a list was not attached in four of six proposals; 

• The number of pages in the proposal was not to exceed six but all proposals reviewed were 
noted to be in excess of six pages; 

• None of the proposals reviewed appeared to have been signed by  the IP, therefore there 
was a lack of evidence that the proposals were the final authorised versions; 

• Authorisation to operate in the targeted state was required to be attached to the proposals 
but this was not attached in all cases; 

• Legal evidence of registration of IPs was required to be attached to the proposals but in all 
cases this was not provided. 

A panel of three comprising the UNDP Area Coordinator, a senior member of UN Habitat and a 
member of the local government reviewed all proposals received from IPs and accepted all six of 
them, with scores ranging from 57 to 72 out of 100. We noted weaknesses in the evaluation of the 
proposals as discussed below: 

• There was no evidence of any criteria or basis for specific scores to be awarded in any of 
the assessed categories.  

• A minimum score was not established below which an IP’s proposal would not be eligible for 
selection. 

The scores awarded did not immediately suggest that any of the proposals were not suitable for 
acceptance. However, we noted that six IPs were required in order to cover all 40 villages 
earmarked for project assistance and that six proposals were received. 

There are serious potential consequences to the issues set out above such as: 

• Implementing partners may be selected who do not have the capability or legal authority to carry 
out the grant activities; 

• Implementing partners may not be treated equally or fairly or the evaluation process may be 
seen to be non-transparent leaving UNDP open to disputes or legal claims. 

We noted that the CfP review process was carried out very quickly with a view to getting activity 
implementation started as quickly as possible and believe this may have contributed to the above 
weaknesses. 

Priority: High 

Recommendations:  

We recommend : 

• The review of proposals by UNDP should include a documented assessment of compliance with 
the terms of the Call for Proposals;  

• Consequences of non-compliance should be standardised: non-compliance with a fundamental 
requirement should result in the rejection of a proposal; non-compliance with a less critical 
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requirement should result in a clarification request to the implementing partner.  

• Prior to review of proposals, criteria should be established to set out the conditions under which 
specific marks should be awarded under each of the assessment criteria. A minimum score 
should be discussed and established under which a proposal cannot be accepted.  

• All procedures should be standardised and documented so that all implementing partners are 
treated equally and the evaluation process is transparent. 

Management comments:  

Duly noted for further strengthening due diligence in the future. 
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Finding n°: 4 Title: Weaknesses in project monitoring  

Observation:  

In November 2013, UNDP Myanmar Country Office Field Implementation Unit (FIU) created a  
monitoring and evaluation (M&E) plan for Pillar I Output 5. This plan states that IPs must submit 
reports monthly and quarterly, both within 5 days of the period end. The UNDP Area Office must 
submit its own monthly and quarterly report to FIU within 10 days of the period end.  

We noted the following weaknesses in the monitoring process in Kayah state:  

• IPs were to submit forms detailing participant lists and register summaries of training 
sessions, meetings and workshops (Forms C1 and C2). We noted instances of these forms 
not being signed by participants and otherwise appearing only partially completed; 

• The quality of monthly reports varied between IPs. Some were comprehensive whilst others 
were brief, in some cases to the extent that they consisted of a small number of partially 
complete forms and as such did not really look like reports at all; 

• None of the monthly or quarterly reports submitted by IPs were dated so it was not possible to 
check whether reports were submitted within five days after the end of the relevant month or 
quarter as required; 

• There was an absence of any financial information in all IP monthly reports and other 
document submissions. Therefore it was not possible for UNDP to monitor the utilization of 
funding tranches by the IP; The IPs informed they can provide financial information in their 
monitoring reports; 

• A quarterly report was only produced once by IPs, at the end of the project in March 2014. 
Given that the start date of the work was October or November 2013, a quarterly report as at 
31 December 2013 would have been useful; 

• The IP reports did not show any sign of review/approval by UNDP staff; and 
• The UNDP area office was unable to present the monthly reports submitted to the FIU 

covering November and December 2013 (although it was able to provide the October 2013 
report and a quarterly report as at 31 December 2013). 

The monitoring reports of the IPs are important tools for the UNDP Area Office in assessing 
progress of activity implementation, and the reports of UNDP Area Office are important tools for 
FIU and CO for the same reason. The usefulness of the monitoring reports is reduced by the 
issues noted above, particularly as we did not see evidence of the weaknesses in the IP 
monitoring reports being noted by UNDP Area Office or communicated to the IPs. In particular, 
the lack of any financial information in the IP monitoring reports means they are not useful in 
assessing when the IP needs its next funding tranche. 

Priority: High 

Recommendations:  

• We recommend that the review of IP monitoring reports by UNDP Area Offices should include a 
documented assessment of compliance with the terms of the M&E plan. Where areas of non-
compliance are noted, the potential effect of non-compliance should be considered and a 
decision on any further action should be documented by UNDP.  Areas of non-compliance 
should be notified to implementing partners. 

• We recommend that the M&E plan be updated to require that IPs submit financial information in 
their monitoring report (at a minimum the funding received to date, funding spent to date and the 
remaining funding due).  

Management comments:  

Duly noted for further strengthening due diligence in the future. On the financial information, as per 
ToR, the IPs were requested to submit monthly narrative reports, whereas the financial reports were 
scheduled against the 3 tranche payments. In this respect, this was not an aberration from the 
process, but we take note that it would have been useful to also monitor the consumption of funding. 
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Finding n°: 5 Title: Inconsistent grant agreements and lack of information on and 
review of fund utilisation 

Observation:  

On acceptance of proposals, micro capital grants were awarded to IPs and formalised via a 
grant agreement signed by both the IP and UNDP. On review of a sample of grant agreements, 
we noted that payments to implementing partners were split into three tranches. The second 
tranche, 60% of the project budget, was payable upon a number of conditions being met, one of 
these being that a certain percentage of the first tranche had to have been spent before the 
second tranche would be paid.  

We understand from FIU staff that in all cases, 80% of the first tranche should be spent before 
the second tranche can be paid. However, we noted that the grant agreements were 
inconsistent on this matter and stated either 80%, 70% or 30%. 

Furthermore, we noted that the payment requests submitted by IPs for their second funding 
tranche detailed the activities that had been carried out but did not give any specific financial 
information on how the previous tranche was spent.  

From discussions with FIU staff, we understand that there is an assumption that the first 
payment has been fully spent. However, an absence of financial information in the payment 
requests does not allow this assumption to be assessed and furthermore does not allow the 
grant agreement requirement for a set percentage of the first tranche to have been spent to be 
verified either. 

Priority: High 

Recommendations:  

• We recommend that a standard percentage of utilisation of the first tranche of funding to 
have been spent should be applied to all grant agreements. Where differing percentages 
are required, the reasons should be documented.  

• We also recommend that IPs include basic financial information in their payment requests 
(at a minimum the funding received to date, funding spent to date and the remaining funding 
due).   

Management comments:  

Duly noted for further strengthening due diligence in the future. 
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Finding n°: 6 Title: Micro capital grant agreement issued in excess of $150,000 limit 

Observation:  

The UNDP ‘Guidance on Micro Capital Grants’ document states that micro capital grants can be 
awarded up to a maximum of $150,000 per IP. However, the money available in each state was 
much greater than that, so villages were clustered together so that each IP would cover the 
cluster and receive $150,000 or less. However, some clusters could not be served by any IPs 
and so no grants were awarded to IPs. Instead, grants were given to Livelihood and Social 
Cohesion Committees or Community Based Organisations (CBOs) at township level. 

We noted that an amount of MWK 165,887,000 ($ 170,402.67) was paid to a CBO in Rakhine 
state. This CBO was part of the pilot project activities which started prior to the main phase of 
project activities which occurred at the end of 2013 and in 2014. A Memorandum of 
Understanding (MOU) rather than a grant agreement was signed between the CBO and UNDP. 
The format of the MOU followed the format of MOUs given under the previous Country Plan and 
these activities were directly implemented by UNDP staff with the assistance of the CBO, rather 
than the CBO implementing the activities and being monitored by UNDP (as is normally the 
case). 

We noted that the payment above was not considered a micro capital grant by UNDP. 
Nonetheless, a grant was clearly made and grants made to CBOs are specifically mentioned in 
the UNDP Guidance on Micro-Capital grants. This guidance also states that a micro capital 
grant may not exceed $ 150,000 and the amount paid to the CBO in this case exceeds that limit. 

Priority: Medium 

Recommendation:  

We recommend that micro capital grants are not issued in excess of the limit of $150,000 and 
the Office follow the other guidance set out in the UNDP ‘Guidance on Micro Capital Grants’ 
document. 

Management comments:  

Duly noted. Based on our understanding, this was not considered a MCGA, and from that basis, 
the ceilings were not respected. 

Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
7 August 2014 
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Annex 2: Statement of Assets and Equipment 
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Annex 3: Audit finding priority ratings 
 
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. 


