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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Deloitte Touche Tohmatsu - Gabon (the audit firm),
from 6 to 24 June 2016, conducted an audit of Appui Institutionnel pour la Transition en RCA (Project No. 72855,
Output No. 89429) (the Project), which is directly implemented and managed by the UNDP Country Office in the
Central African Republic (the Office). This was the first audit of the Project.

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 2015 and the accompanying Funds Utilization statement* as of 31
December 2015 as well as Statement of Assets as of 31 December 2015. 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, information systems and general administration. 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). 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.

Overall audit rating

Based on the audit report and corresponding management letter submitted by the audit firm, OAl assessed the
internal controls and systems related to the Project as satisfactory, which means, “Internal controls, governance
and risk management processes, as applicable to the Project’s financial statements, 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 of the financial statements of the Project are presented in the table below:

Project Expenditure* Project Assets

Amount Opinion Amount Opinion NFI

(in $ “000) (in $'000) (in $ *000)
1,828 Unqualified 210 Qualified 52

*Expenditures recorded in the Combined Delivery Report were $2,998,100. Excluded from the audit scope were
expenditures processed and approved by other UNDP offices outside of the country ($1,170,374).
**NFI = Net Financial Impact

! 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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The audit firm qualified its opinion on project assets due to an overstatement of assets by a net amount of
$51,976.

Key recommendation: Total = 1, high priority = 0

The audit did not resultin 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 address non-compliance with the UNDP asset recognition policy and a
discrepancy noted between the total net book value of the Project’s fixed assets as recorded in the Atlas asset
module and the fixed assets total per the Combined Delivery Report.

The recommendation aims to ensure the following: (a) reliability and integrity of financial and operational
information; and (b) compliance with legislative mandates, regulations and rules, policies and procedures.

Management comments and action plan

The UN Resident Coordinator and UNDP Resident Representative accepted the recommendation 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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PART | - EXECUTIVE SUMMARY

Deloitte Touche Tohmatsu — Gabon conducted a combined financial audit and an audit of internal
controls and systems of the UNDP Project number 72855 (Output number 88429} “APPUI
INSTITUTIONNEL POUR LA TRANSITION EN RCA", directly implemented by the UNDP Office in
Central African Repubiic "The Office” for the period from 1st January 2015 to 31st December 2015.

We have issued audit opinions as summarized in the table below and as detailed in the next section,
Part it

Statement of expenditure: Combined Delivery Report (CDR) and Unqualified
Funds Utilization Statement (an annex to the CDR)

Statement of Fixed Assets Qualified

Statement of Cash Not applicable

As a result of our audit we have raised one (1) audit finding with a net financial impact on the statement
of fixed assets totalling $51,976 summarized below and detailed in the Management letter in Part III:

No. Finding description Priority Net Financial
Impact
uss$
1 Noncompliance with UNDP asset Medium $51,976

recognition policy and discrepancy
in total net book value of the
Project’s Fixed Assets.

As a result of our audit, overall the internal controls and systems with regard to the audited project,
were assessed as satisfactory; which means that “internal controls, governance and risk management
processes were adequately established and functioning well. No issues were identified that would
significantly affect the achievement of the objectives of the audited entity.”

Refer to Part Ili for detail assessment of internal controls by audit area.

Audit Objectives
The objectives of the audit were twofold:

A The objective of the financial audit was to express an opinion on the Directly Implemented (DIM)
projects’ financial statements which include:

(a) Expressing an opinion on whether the expenses incurred and recorded in the Combined
Delivery Reports (CDR) of the project during the period from 1 January 2015 to 31
December 2015 and the Funds Utilization statement (an annex fo the CDR) as at 31
December 2015, were in accordance with UNDP accounting policies and were: (i) in
conformity with the approved project budgets; (i) for the approved purposes of the project;
{iif) in compliance with the relevant regulations and rules, policies and procedures of UNDP;
and (iv) supported by properly approved vouchers and other supporting documents.

(b) Expressing an opinion on whether the statement of fixed assets presents fairly the value
and existence of the fixed assets held by the project as at 31 December 2015; and
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{c) Expressing an opinion on whether the statement of cash held by the project presents fairly
the cash and bank balance of the project as at 31 December 2015. Since the DIM Project
under review did not have a dedicated bank account for the project, it was not necessary to
express such an opinion.

B: Audit of Internat Controls and Systems

The cbjective of the internal control and systems audit was {o assess:

{a) Reliability and integrity of project financial and operational information;

(b) Effectiveness and efficiency of project operations;

(c) Safeguarding of project assets;

(d} Compliance with legislative mandates, regulations and rules, policies and procedures, as
well as donor agreements.

Assess the internal controls with regard to the audited project in the following areas:

» A generai overview of project progress and timeliness in relation to progress milestones and
the pianned completion daie;
» An assessment of the project's internal control system with equal emphasis on:

{iy Organization and staffing:

(il Programme and project management;
(i} Human resources;

(iv) Finance;

(v} Procurement

(vi) Asset management;

{vii) Cash management;

{viil} Information system;

(ix} General administration.

Categorization of the overall internal control report into satisfactory, partially satisfactory or
unsatisfactory.

Audit Scope

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:

s 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 ouiside 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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Part ll: Independent auditor’s report on the financial audit

Auditor’s report to:

The Director, Office of Audit and Investigations
United Nations Development Programme (UNDP)

Report on the statement of expenditure of the project - the Combined Delivery Report
(CDR) and the accompanying Funds Utilization Statement (an annex to the CDR).

We have audited the accompanying Combined Delivery Report (CDR and Funds Utilization Statement
‘the statement”) of the UNDP project number 72855 (Output number 89429), “APPUI
INSTITUTIONNEL POUR LA TRANSITION EN RCA”, for the period from 1t January 2015 to 31¢

December 2015.

The CDR expenditure totalling $2,998,100.07 are comprised of audited expenditures of $1,827,726.23
and expenditures processed and approved outside the UNDP Office in Central Africa Republic of
$1,170,373.84 that were outside the scope of our audit.

UNDP’s Responsibility for the Staternent

Management is responsible for the preparation of the statement for the project's activities 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 International Standards on Auditing (ISA). 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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Auditor’s report to:

The Director, Office of Audit and Investigations
United Nations Development Programme (UNDP)

Report on the statement of Fixed Assets

We have audited the accompanying Statement of Fixed Assets {(“the statement”) of the UNDP project
number 72855 (Output number 88429) “PRQOJET D'APPUI INSTITUTIONNEL POUR LA

TRANSITION EN RCA”, as at 31st December 2015.
UNDP’s Responsibility for the Statement

Management is responsible for the preparation of the statement for the project’s activities 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 International Standards on Auditing (ISA). 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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APPENDIXES

A: Combined Delivery Report (CDR)

B: Statement of Fixed Assets
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network of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/about for
a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms.
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C: Definition of standard audits ratings to audit report covering the audit of internal

controls and systems

AUDIT RATINGS

Satisfactory

Partially Satisfactory

Unsatisfactory

Internal controls, governance and risk management processes were
adequately established and functioning well. No issues were identified
that would significantly affect the achievement of the objectives of the
audited entity.

Internal controls, governance and risk management processes were
generally established and functioning, but needed improvement. One
or several issues were identified that may negatively affect the
achievement of the objectives of the audited entity.

Internal controls, governance and risk management processes were
either not established or not functioning well. The issues were such
that the achievement of the overall objectives of the audited entity
could be seriously compromised.

PRIORITIES OF AUDIT RECOMMENDATIONS

The audit observations are categorized according to the priority of the audit recommendations. The
categorized audit observation provides a basis by which the UNDP country office managementis to

address the issues.

High (Critical)

Medium {Important)

Low

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.

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.

Action is desirable and should result in enhanced control or better value
for money. Low priority recornmendations, if any, are dealt with by the
audit team directly with the Office management, either during the exit
meeting or through a separate memo subsequent to the fieldwork.
Therefore, low priority recommendations are not included in this report.
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D: Notes to the financial statements and significant accounting policies

1. STATEMENT OF COMPLIANCE

The financial statements and the explanatory information are prepared in accordance with the
UNDP accounting policies and procedures.

2. BASIS OF PREPARATION

The project's statement of expenditure and statement of fixed assets have been prepared in
accordance with UNDP requirements as detailed below.

2.1 Expenditure

UNDP records and recognises expenditure when it has been incurred. The statement of
expenditure is prepared based on an accrual basis of accounting.

2.2 Fixed Assets

ltems purchased using Programme Funds can be ciassified into two categories. The treatment
of the Project assets will depend upon the extent to which the asset is used and controlled by

UNDP.

{i) Project Furniture and Equipment that are used and controlied by UNDP should be
recorded in UNDP books; and should be managed in accordance with UNDP policies and

procedures.

(i) ltems to be transferred to other beneficiary than the UNDP couniry office are not recorded
as assets in UNDP books.

Iterns less than $1,500 are not recorded as assets in UNDP books.

2.3 Currency

ltems included in the financial statements of the project are measured using United
States Dollar {$) which is both the functional and presentation currency.
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network of member firms, each of which is a legally separate and independent entity, Please see www.deloitte.com/about for
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