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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Baker Tilly Merali's (the audit firm), conducted from 8
June to 9 September 2015 an audit of Somali Institutional Development (Project No. 51402, Output Nos. 63985,
83241, 85765 and 91939) (the Project), which is directly implemented and managed by the UNDP Country Office
in Somalia (the Office). The last audit of the Project was conducted by OAl in 2014 and covered project
expenditure from 1 January 2012 to 31 December 2013.

The audit work covered financial transactions as well as internal controls and systems for the purpose of
expressing an opinion on whether the financial statements present fairly, in all material aspects, the Project’s
operations, as well as assess compliance with UNDP regulations, rules, policies and procedures and donor
agreements. 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’ as of 31
December 2014 as well as Statement of Assets as of 31 December 2014. It also reviewed the relevant systems,
procedures and practices in place as they relate to the Project, in the areas of: organization and staffing, project
management, human resources management, financial and cash management, procurement, asset
management and general administration. The audit did not cover information systems as the Project did not
have its own information systems and relied on the Office and the Atlas system (enterprise resource planning
system of UNDP). Further, 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 OAl in conformance with the International Standards
for the Professional Practice of Internal Auditing.

Overall audit rating

Based on the audit report and corresponding management letter submitted by the audit firm, OAl assessed the
management of the Project as satisfactory, which means, “Internal controls, governance and risk management
processes as applicable to the Project were adequately established and functioning well. No issues were
identified that would significantly affect the achievement of the objectives of the audited entity.” The details of
the audit results are presented in the table below:

Project Expenditure Project Assets
Amount Opinion Amount Opinion
(in $ ‘000) (in $'000)
6,563 Unqualified 33 Unqualified

Key recommendations: Total = 1, high priority = 1

The recommendation aims to ensure the reliability and integrity of financial and operational information.

! 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. The high (critical)
priority recommendation is presented below:

Advances recorded as Advances amounting to $95,704 given to responsible partners were recorded as
expenditure (Issue 2) expenditure at the point of making the advances rather than upon receipt of
supporting documentation for cash incurred.

Recommendation: The Office should record advances given to responsible
parties as advances and only record them as expenses when accounted for with
satisfactory financial reports and verified supporting documents.

Implementation status of previous OAl audit recommendations: Report No. 1335, 6 November 2014.
Total recommendations: 2
Implemented: 1
Withdrawn: 1

The withdrawn recommendation pertains to staffing requirements not being met. OAl withdrew the

recommendation due to the project closure and programme redesign, which made the recommendation no
longer relevant.

Management comments and action plan

The United Nations Resident Coordinator and UNDP Resident Representative accepted the recommenc:jationW
and is in the process of implementing it. Comments and/or additional information provided have been /|
incorporated into the report, where appropriate. :

Helge S. Osttveiten
Director
Office of Audit and Investigations
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2.1.1 Audit Report
2.1.1.1 Combined Delivery Report and Funds Utilization statement
REPORT OF THE INDEPENDENT AUDITOR TO UNDP SOMALIA

We have audited the accompanying Combined Delivery Report {CDR) and Funds Ulilization statement
("the statement”) of the DIM Project No. 00051402 (Samaii institutional Development Project) for the
period ended 31 December 2014.

Management is respensible for the preparation of the statements output number Project No. 00051402
(Somali Instilutional Development 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.

reception2@meraliscpa.com
wynw.bakertillymeralis.co.ke

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 reasconable assurance about whether the
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclesures 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, hut 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 reascnableness 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 opinicn
Opinion

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utifization statement, present
fairly in all material respects the expenditure US$ 6,563,042 incurred by the project for the period ended 31
December 2014 in accordance with UNDP accounting policies.

The engagement pariner responsible for the independent audit opinion is CPA Madhav Bhandari
Practising certificate nupdber P71213

CPA Madhav Bhandari First Floor, New Rehema House
Partner Rhapta Read, Westlands

Baker Tilly Merali’s P. O. Box 67486 — 00200
Practising Certificat Nr. 1213 Nairobi, Kenya

Date ..ovveeee SAVYAD L

Baker Tilly Meralis CPA

+ Kigali Office: Centanary House - 4th Floer, PO.BOX 2619, Nyaugengs District, Kigali Cdy, Rwanda. M: +250 788 407 373, E: cible_audtorsTyashoo com

+ Uganda Office: Nalional tnsurance Corporation (NICY Building - 6th floar Q. Bo« 1239, Plot 3, Pinkington Road, Kampala, Ugaada. M:+256 752 555 202, E: dativeButlonlire.co.ug
Atfiliate Ofhices

» Mogadishu Office: E: receplion2@meraliscpa.com, M: +252.615-572257
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2.1.1.2 Statement of Cash Position: wnvi.bakertillymeralis.co.ke

The project does not operate a dedicated bank account. Consequently, there is no Statement of Cash
balance as at 31 December 2014.

2.1.1.3 Statement of Fixed Assets:

We have audited the accompanying Statement of Assets (“the statement”) of the UNDP project number
00051402 (Somali Institutional Development Project} as at 31 December 2014

Management is responsible for the preparation of the statement for UNDP project number 00051402
(Somali Institutional Development Project) and 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.

Qur 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 pfan 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 fo 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 reasonabieness 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

Opinion

[n our Opinion, the attached statements of fixed assets present fairly in all material aspects the assets of
US$ 32,733.21 held by the project and audited by us as at 31 December 2014,

The engagement partifer responsible for the independent audit opinion is CPA Madhav Bhandari

Pragtising certificate fumber P/1213

CPA Madhav Bhapdari , First Floor, New Rehema House
Partner Rhapta Road, Westlands

Baker Tilly Merali’s P. O. Box 67486 — 00200
Practising Certificate No. 1213 Nairobi, Kenya

Date J\\\}\\;);. ..........

Baker Tilly tieralis CPA

» Kigali Office: Centanary House - 4th Figor, PO.BOX 2619, Hyaugenge District, Kigali City, Rwanda. M +250 788 407 373, E: cible_suditors@yahoc.com

- Uganda Qffice: Naticnal Insurance Corporation (NIC) Bunding - 6th floor PO. Boe 1235, Piot 3, Pinkington Rozd, Kampata, Uganda, Mi+256 752 555 202, E: dativa@ullonline.co.ug
Affitiate Offices

- Mogadishu Gffice: E: reception2@meralisepa.com, M. +2562.615.572257
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An independent member of Baker Tilly International
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