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EXECUTIVE SUMMARY 
 

Moore Stephens LLP conducted the financial audit of ‘Supporting Peruvian Government to Chair the 
Twentieth Conference of Parties of the United Nations Framework Convention on Climate Change 
(COP 20) and the Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ (Project ID 00075011 
and Output 00087130) (the project), directly implemented by UNDP Peru (‘the Office’) for the period 
from 1 January 2015 to 31 March 2016. 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 three audit findings with a no financial impact as summarised 
below: 
 

No. Description Priority Net 
financial 
impact 

$ 

1 Contract management guidelines not followed Medium - 

2 Payments made without adequate invoices Medium - 

3 No attempt made to recover VAT incurred Medium - 

Total - 

 
The project was audited in the prior year. The implementation status of the recommendation made is 
as follows: 
 

No. Title Summary of observation Summary of 
recommendation 

Recommendation 
implemented? 

1 Expenses 
incurred in 2015 
recorded on the 
2014 CDR 

Services totalling $ 185,447 
paid in 2014 were recorded 
as expenditure even though 
services were not delivered 
until 2015. 

Expenditure should 
not be recorded in 
the CDR until the 
relevant services 
have been 
delivered. 

There have been no further 
instances of this observation 
during the current year. The 
recommendation is 
considered implemented. 

 

 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
21 July 2016 
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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 2015 and 31 March 2016 and the funds utilization as at 31 March 2016 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 March 2016. This statement must include all assets 
available as at 31 March 2016 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. 

 

 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 March 2016.  

 
The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project between 1 January 2015 and 31 March 2016. 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 - ‘Supporting Peruvian 
Government to Chair the Twentieth Conference of Parties of the United 
Nations Framework Convention on Climate Change (COP 20) and the 

Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ 

Statement of Expenditure 

Unqualified Opinion 

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement 
totalling $8,517,060.90 (“the statement”) of the UNDP project 00075011 ‘Supporting Peruvian 
Government to Chair the Twentieth Conference of Parties of the United Nations Framework 
Convention on Climate Change (COP 20) and the Tenth Meeting of the Parties of the Kyoto Protocol 
(CMP10)’ for the period from 1 January 2015 to 31 March 2016. CDR expenditure totalling 
$462,684.95, comprised of government expenditure of $282,105.77 and payroll expenditure not 
processed or approved by UNDP Country Office Peru of $180,579.18, was not within the scope of our 
audit. 

Management is responsible for the preparation of the statement for the ‘Supporting Peruvian 
Government to Chair the Twentieth Conference of Parties of the United Nations Framework 
Convention on Climate Change (COP 20) and the Tenth Meeting of the Parties of the Kyoto Protocol 
(CMP10)’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. 
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Unqualified Opinion 

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization statement 
presents fairly, in all material respects, the expenses of $8,054,375.95 incurred by the project 
‘Supporting Peruvian Government to Chair the Twentieth Conference of Parties of the United Nations 
Framework Convention on Climate Change (COP 20) and the Tenth Meeting of the Parties of the 
Kyoto Protocol (CMP10)’ for the period 1 January 2015 to 31 March 2016 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 
 
21 July 2016  
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Independent Auditor’s Report to UNDP - ‘Supporting Peruvian 
Government to Chair the Twentieth Conference of Parties of the United 
Nations Framework Convention on Climate Change (COP 20) and the 

Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ 

Statement of Assets and Equipment 

 
We noted that the UNDP project ‘Supporting Peruvian Government to Chair the Twentieth 
Conference of Parties of the United Nations Framework Convention on Climate Change (COP 20) 
and the Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ had no assets or equipment and 
accordingly a Statement of Fixed Assets was not produced.  
 

 
 

Independent Auditor’s Report to UNDP - ‘Supporting Peruvian 
Government to Chair the Twentieth Conference of Parties of the United 
Nations Framework Convention on Climate Change (COP 20) and the 

Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ 

Statement of Cash Position 

 
We noted that the UNDP project ‘Supporting Peruvian Government to Chair the Twentieth 
Conference of Parties of the United Nations Framework Convention on Climate Change (COP 20) 
and the Tenth Meeting of the Parties of the Kyoto Protocol (CMP10)’ 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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MANAGEMENT LETTER 
 
The findings related to the audit of the financial statements are discussed in our management letter 
below: 

Finding n°: 1 Title: Contract management guidelines not followed 

Observation:  

The UNDP Programme and Operations Policies and Procedures, Section Contract and 
Procurement, Sub-section Contract Management, states: 

“Once a contract has been awarded and signed, contract management is the process, which 
ensures that all parties to the legally binding agreement fully meet their respective obligations as 
efficiently and effectively as possible. The contract management process allows a Business Unit 
to track and manage the clauses, terms, conditions, commitments and milestones throughout 
the life of its contracts to maximize business benefits and minimize associated risks. Contract 
management includes monitoring performance (i.e., quality standards, delivery), effecting 
acceptance and payment, initiating amendments and orderly resolution of any disputes that may 
arise in the overall process. Further, contract management ensures that all residual obligations, 
such as warranties, guarantees and after sales services and support are clearly defined in terms 
of responsibility, liability, procedures and timeframes.”  

However, we found instances were clauses set up in contracts were not followed: 

 Contractual conditions not specified 
We have noted for the contract CS-COP20/162/201 "Servicio de rehabilitación y 
mantenimiento sector VI/COP 20 de las canchas de tenis del campo deportivo del 
CGEPEN-San Borja" with the Vendor ID 14854, for a total value of local currency 
PEN1,603,030.40 ($428,274.22), that terms and conditions related to payments were not 
specified. 

 Contract not denominated in currency of payment 
We have noted for the contract COP20/053/2014 signed on 17 September 2014 for 
$26,400.00 for professional services, that the payments were registered in local currency 
(PEN) and then converted to US$, generating a difference in the final US$ amount due to 
the exchange rate conversion required.  

Priority: Medium 

Recommendation:  

We recommend that the Office follows obligations set out in contracts, including those 
concerning terms and conditions requirements and the choice of contractual currency.  

Management comments:  

CO management agrees with the recommendation and will implement accordingly in future CO 
Support to NIM projects. It is worth noting that payment for COP20/053/2014 was made in PEN, 
due to the fact that the vendor did not had a $ bank account, even though the contract was 
initially agreed in $. 
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Finding n°: 2 Title: Payments made without adequate invoices 

Observation:  

As stated in the Clause 3 “Price and Payment” of the contract with service providers, UNDP will 
make payments once the contractor’s invoice has been received and accepted. 

However, we noted some instances when the Office made payments with no legal/tax invoice: 

 Voucher N° 323334, corresponding to a purchase order for hosting services from 7 
September 2015 for the Vendor ID 32089, for a total of €17,856.20 ($19,622.20). This 
amount was paid based on a pro-forma invoice of €14,284.96 ($15,695.56)  for payment of 
80% of the total amount; 

 Voucher N° 318698, corresponding to a purchase order from 25 June 2014 for vendor ID 
N° 30506, for a total of €14,993,799.51 ($16,476,702.76) for assembly work, equipment 
and facilities for meetings and events in the International Conference of the Climate 
Change (COP 20). The document sent by the service provider amounting to $870,328.84 
did not have any tax identification numbers; and 

 Voucher N° 325986: corresponding to a purchase order from 18 November 2015 for 
vendor ID N° 31909 for a total of €118,732.56 ($130,475.34). This amount was paid based 
on an internal invoice from COPE 21 Le Bourget with ref. 11/2015.  

Priority: Medium 

Recommendation:  

In order to comply with the requirements stated in the service contracts, the Office should not 
make payments until acceptable invoices have been presented. In cases where invoices are 
internal, pro-forma or lack tax identification, the supplier should be asked to supply a complete 
final invoice.   

Management comments:  

CO management agrees with the recommendation and will reinforce control procedures and 
approval mechanisms over payments in future CO support to NIM projects. 
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Finding n°: 3 Title: No attempt made to recover VAT incurred 

Observation:  

The UNDP Programme and Operations Policies and Procedures, Section 1.2 Taxes, states that: 

“UNDP, as a subsidiary organ of the United Nations, is exempt from direct taxes such as income 
tax, and is entitled to reimbursement of indirect taxes, such as sales tax and VAT, on important 
purchases. This is derived from the Convention on the Privileges and Immunities of the United 
Nations, adopted by the General Assembly in 1946 (General Convention), Sections 7 and 8, 
respectively. 

While in some countries, governments have provided an outright exemption to indirect taxes, in 
most countries, Business Units may be required to pay taxes and further seek reimbursement. 
Governments are required under the General Convention to provide a mode of reimbursement 
on important purchases. The policy of the United Nations, including UNDP, is that all of our 
purchases are “important”, as they are recurring and necessary for UNDP to carry out its official 
activities.  

Country offices should liaise with the Ministry of Foreign Affairs to ensure reimbursement. Any 
difficulties with respect to exemption from taxation or reimbursement of taxes should be 
addressed to the Director of OLPS.” 

The project is funded by government funds, UNDP, the European Union, the Norwegian Ministry 
of Foreign Affairs and the U.S. Department of State. We understand that VAT (IGV in Peru) can 
be recovered by the Office. Also, VAT is only an eligible cost for EU funding if it cannot be 
recovered. However, the project was not registered for VAT and no VAT recovery was sought 
on the basis  that the project is mostly funded by government funds. 

Priority: Medium 

Recommendation:  

By recovering VAT, more funds would be available for UNDP projects. We therefore 
recommend that all projects are registered for VAT and that all possibilities to recover VAT in 
future should be explored by the Office. 

Management comments:  

Reimbursement of VAT follows rules set by the Supreme Decree 36-94-EF* and guidelines set 
by the Peruvian Agency for International Cooperation (APCI)**. 

However, CO management agrees with the recommendation and will explore possibilities to 
recover VAT in future development projects with national authorities. 

* http://www.apci.gob.pe/legal/archivos/DS036-1994.pdf 

** http://www.apci.gob.pe/beneficios/beneficios.html 

 

 
Mark Henderson 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
21 July 2016 

http://www.apci.gob.pe/legal/archivos/DS036-1994.pdf
http://www.apci.gob.pe/beneficios/beneficios.html
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Annexes   
 

Annex 1: Combined Delivery Reports  
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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. 

 


