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Executive Summary
The UNDP Office of Audit and Investigations (OAI), from 23 June to 9 July 2015, through Moore Stephens (the
audit firm), conducted an audit of Urban Partnerships for Poverty Reduction (Project No. 11492, Output No.
58224) (the Project), which is nationally implemented1 with direct support services provided by the UNDP
Country Office in Bangladesh (the Office). The scope of the audit covered the expenditures incurred by the Office
as direct support services to the Project. The last audit of the Project was conducted by OAI in 2014 and covered
project expenditure from 1 January to 31 December 2013.
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 2014 and the accompanying Funds
Utilization statement.2 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 the supporting documentation was not retained at the
UNDP Country Office level. The audit did not cover the Statement of Assets as no assets were purchased by the
Project. In addition, the audit did not cover the Statement of Cash Position 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 submitted by the audit firm, the results are summarized in the table below:
Project Expenditure*
Amount
Opinion
(in $ ‘000)
5,265

Unqualified

*Expenditures recorded in the Combined Delivery Report were $13,711,949. Excluded from the audit scope were
transactions totalling $8,447,182 that relate to expenditures of other United Nations agencies ($4,311,559) and
expenditures processed and approved by other UNDP offices outside of the country ($3,641,169). Also excluded were
expenditures incurred by the Government ($494,454) during the period January to December 2014 that were subject
to a separate audit and an unqualified audit opinion.
The audit did not result in any recommendations.
1

The audit of nationally implemented projects, or NIM projects, is the responsibility of the respective UNDP Country Office. However, this
NIM project was audited by OAI due to the extensive direct administrative support that the Country Office is providing to the Project.

2

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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EXECUTIVE SUMMARY
Moore Stephens LLP conducted the financial audit of Urban Partnerships for Poverty Reduction
(Project ID 00011492 and Output 00058224) (the project), directly implemented by UNDP
Bangladesh for the year ended 31 December 2014. 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

Unqualified

Statement of Fixed Assets

Not Applicable

Statement of Cash Position

Not Applicable

As a result of our audit, we have raised no audit findings.

Mark Henderson
Partner
Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB
12 August 2015

3

Draft Financial Audit Report of the UNDP DIM Project “Urban Partnerships for Poverty Reduction” (UPPR)

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 2014 and the funds utilization as at 31 December 2014 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 2014.



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 31 December 2014.

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM
project between 1 January and 31 December 2014. 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 - Urban Partnerships for Poverty
Reduction (UPPR)
Statement of Expenditure
Unqualified Opinion
We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement
totalling $ 13,711,948.51 (“the statement”) of the UNDP project 58224 ‘Urban Partnerships for Poverty
Reduction’ for the period from 1 January to 31 December 2014. CDR expenditure totalling $
8,447,182.42, comprised of other UN agency expenditure of $ 4,311,559.44, government expenditure
of $ 494,454.15 and expenditure not processed or approved by UNDP Country Office Bangladesh of $
3,641,168.83, was not within the scope of our audit.
Management is responsible for the preparation of the statement for the Urban Partnerships for
Poverty Reduction 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.
Unqualified Opinion
In our opinion, the attached CDR and Funds Utilization statement presents fairly, in all material
respects, the expenses of $ 5,264,766.09 incurred by the project ‘Urban Partnerships for Poverty
Reduction’ for the period 1 January to 31 December 2014 in accordance with UNDP accounting
policies and were i) in conformity with the approved budget; (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.

Mark Henderson
Partner
Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB
12 August 2015
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Independent Auditor’s Report to UNDP - Urban Partnerships for Poverty
Reduction (UPPR)
Statement of Assets and Equipment
We noted that the UNDP project Urban Partnerships for Poverty Reduction had no assets or
equipment and accordingly a Statement of Fixed Assets was not produced.

Independent Auditor’s Report to UNDP - Urban Partnerships for Poverty
Reduction
Statement of Cash Position
We noted that the UNDP project Urban Partnerships for Poverty Reduction 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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Annexes
Annex 1:

Combined Delivery Report
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Mark Henderson
Partner
Moore Stephens LLP
12 August 2015

Mark Henderson
Partner
Moore Stephens LLP
12 August 2015
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Annex 2:

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.
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Annex 3:

Follow up on prior year audit recommendations

Recommendation
Recommendation 1 - The Country Office
should strengthen the monitoring of socioeconomic fund contracts. This should include:
a) Implement a financial reporting system to
reconcile funds received and expensed at the
town, CDC and cluster levels on a regular
basis (monthly or quarterly). A basic template
for this report could be drawn up by the
Country Office and circulated to reduce
administrative time. Furthermore, a clause on
regularity of financial reporting could be
included in the socio-economic fund contracts.

b) Additional assurance activities such bank
reconciliations and spot checks of fund
balances and contract implementation status
at the town / CDC / cluster levels be carried
out, as part of project monitoring.

Implemented
Yes/No/partial

Yes

Partial

Auditor comments

Management comments

We noted that at town level a monthly
spreadsheet is prepared but at
cluster/community level reports are
submitted only when the next
instalment is requested or the
contract is completed and not at
periodic intervals. We noted that
clause “8 (b) “quarterly” reporting
period
was added to all socioeconomic fund contracts signed post
Oct 2014.
We noted that spot checks are now
being carried out by the community
organiser but only a basic check was
performed (a counter signature on the
final report to check a sample of
supporting documents). No official
guidelines/templates for spot checks
or working papers are yet set up.
Management stated that in future
projects an official spot checks
procedures
checklist
will
be
introduced.

The audit recommendations was either
monthly or quarterly. The UPPR team has
opted for quarterly reporting and the clause
has been added to the contract.
All UPPR activities ended by December
2014. Therefore, to reinforce this is not
relevant as activities have been concluded.

As stated above, UPPR activities
concluded by Dec 2014. Preliminary and
basic checks have been introduced with
communities so that the community
leaders/members get trained to be
prepared for such exercise in future for any
development project. Furthermore, as the
activities wound down, UPPR staff
numbers were reduced. Only one
Community Organiser was available to
attend to several 100 CDCs/Communities.
UPPR is the only project in UNDP
Bangladesh which has introduced – Mutual
Accountability Unit (MAU) – a Compliance
Unit. They conduct Spot checks in all 23
towns and present report to the Project
Board for risk mitigation. These reports are
with the Management and not available
with the town team.
Check list and SOPs cannot be prepared
for activities that are completed. Therefore,
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Further Auditor comments

After discussions, we agreed with
management that it would be
impractical
for
the
cluster/
community level implementers to
prepare
both
monthly/quarterly
reports and instalment requests/final
submissions.

We
maintain
that
the
recommendation has only been
partially
implemented
but
management has agreed to fully
incorporate a formal set of project
monitoring guidelines for future
similar projects.
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these recommendations are a bit late for
UPPR. SEF has a guideline and the spot
checks will be incorporated in the guideline
itself.
Given the situation, the project has
introduced the best practice of minimum
checks at community levels.

c) Develop a system that can track contracts
pending execution or under execution as on a
particular date, depicting the amount
transferred to and received by towns against
those contracts, utilization of funds by towns /
CDCs / clusters and fund balance at their level.

Yes

d) Strengthen the review procedures prior to
issuing contracts to ensure the information is
complete.

Yes

Recommendation 2 - The Country Office
should strengthen monitoring of final
settlement reports as follows:
a) Follow up with towns on the submission of
missing settlement reports of completed
contracts at the earliest opportunity.

b) For future contracts, insert a clause to state
the deadline for submission of settlement
reports as well as stating that further funding
can be withheld at the decision of UNDP
where settlement reports for previous contracts
are outstanding.

Yes

Yes

We have seen at town level a
spreadsheet is kept and maintained
by management and is updated
monthly which shows contracts,
utilization of funds by towns / CDCs /
clusters and fund balance at their
level.
We note that a checklist is prepared
at town level to make sure all key
documents are included with the
grant. This is then further reviewed at
HQ. Seen evidence of town level and
HQ level reviews.

Management stated at the time of
prior year audit there were a
significant number of outstanding
settlements. We note from the recent
listing that all socio-economic fund
contracts were settled.
We noted that this clause was added
to all socio-economic fund contracts
signed post Oct 2014.
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This should also be ‘Yes”.
Agree.

Agree.

Agree.

Agree.

