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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 Projet d’appui au cycle électoral 2014-2016 en RCA (Project No.
86140, Output No. 93486) (the Project), which is directly implemented and managed by the UNDP Country Office
in 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 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
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 NFI** Amount Opinion NFI
(in $ “000) (in $ “000) (in $7000) (in $ ‘000)
15,298 Unqualified - 201 Qualified 86

* Expenditures recorded in the Combined Delivery Report were $23,122,294. Excluded from the audit scope were
expenditures processed and approved by other UNDP offices outside of the country ($7,824,120).
**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 fixed assets by a net amount of
$85,626. However, the deficiencies identified in the internal centrols of the project would not affect the
achievement of the objectives of the audited entity.

Key recommendation: Total = 1, high priority = 1

The recommendation aims to ensure the safeguarding of assets, as well as compliance with legislative
mandates, regulations and rules, policies and procedures.

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:

Non-compliance with The audit noted a discrepancy in the value of the assets between the Atlas in-
UNDP's assets Service Report and the Project’s physical inventary tracking list. This resulted in
recognition policy an overstatement of the fixed assets by a net amount of $85,626.

(Issue 1)

Recommendation: The Office’s management should maintain assets in line with
the 'UNDP Programme and Operations Policies and Procedures’ by making sure
that the asset system is up to date. The Office should Identify assets intended to
be transferred to third parties at the acquisition stage. Only those items meeting
the UNDP asset criteria should be recognized as assets in Atlas.

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 |I: 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 Statament of expenditure: Combined Delivary Report (CDR) and the
accompanying Funds Utilization statement.

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization Statement
(“the statement”) of the UNDP project number 86140 (Output number 983486), “PROJET D'APPUI AU
CYCLE ELCTORAL 2014-2016", for the period from 1% January 2015 to 31% December 2015.
Expenditures recorded in the CDR were $23,122,293.93 Audited expenditures were $15,298,173.15
while $7,824,120.78 were excluded from the scope of our audit representing expenses processed and
approved in locations outside UNDP Central Africa Republic.

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 responsibllity 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 policles 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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Opinion

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization Statement present
faidy in all material respects, the expenditure of $15,298,173.15 incurred by the project “PROJET
D'APPUI AU CYCLE ELCTORAL 2014-2016" for the twelve-month period ended 31 December 2015 in
accordance with UNDP accounting policies and were: (i) in conformity with the approved project
budgets; (ii) for the approved purposes of the project; (i) in compliance with the relevant regulations
and rules, policies and procedures of UNDP; and (iv) supported by properly approved vouchers and
other supporting documents.

Basis of Accounting

The statement has been prepared in accordance with the basis of accounting as disclosed under the
notes to the statement of expenditure and the statement of fixed assets.

Libreville, 8 September 2016

DELOITTE TOUCHE TOHMATSU - GABON

Nicolas Balesme
Managing Partner —~ Chartered Accountant
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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 86140 (Output number 93486),"PROJET D'APPUI AU CYCLE ELCTORAL 2014-2016°, as at
31% 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 responsibliity 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 belleve that the audit evidence we have obtained Is sufficient and appropriate to provide a basis for
our audit opinion.
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Basis for qualified opinion

1. Included in the projects statement of fixed assets were ()15 assets costing $88,680 that were
erroneously recorded in the project's statement of fixed assets but were transferred to 3® parties,
(ii) 4 assets costing $11,834 that met the UNDP definition and criteria of assets but were
expensed in error and not added to the project's statement of fixed assets, (iii) 2 items costing
$8,770 that did not qualify as assets, but were booked as assets. The aforementioned errors were
yet to be corrected in the Atlas asset module at period end, 31 December 2015, and resuited in the
statement of fixed assets to be overstated with a net amount of $85,626 i.e. 42.5% of the total
value of assets (at cost).

Opinion
in our opinion, the attached Statement of Assets except for the reasons provided in paragraph 1
above, presents fairly, in all material respects, the balance of fixed assets of the UNDP project number

86140 (Output number 93486),"PROJET D'APPUI AU CYCLE ELCTORAL 2014-2016", amounting to
$201,368.66 (at cost) as at 31® December 2015 in accordance with the UNDP accounting policies.

Basis of Accounting

The statement has been prepared in accordance with the basis of accounting as disclosed under the
notes to the statement of expenditure and the statement of fixed assets.

Libreville, 8 September 2016

DELOITTE TOUCHE TOHMATSU — GABON

. e

colas Balesme
Managing Partner - Chartered Accountant
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PART lil: Management letter with results of the Audit of Internal Controls and Systems

Auditor's report to:

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

“pROJET D'APPUI AU CYCLE ELECTORAL 2014-2016 EN RCA” (PROJECT NUMBER
86140, OUTPUT NUMBER 93486)

We have completed our audit of the PROJECT NUMBER 86140, PROJET D'APPUI AU CYCLE
ELECTORAL 2014-2016 EN RCA (PROJECT OUTPUT NUMBER 93486), for the year ended 31
December 2015. Per our terms of reference, the objective of this letter is to provide you with:
¢ a general overview of project progress and timeliness In relation to progress milestones and
the planned completion date;
« a categorization of the overall internal control report into satisfactory, partially satisfactory or
unsatisfactory;
o an assessment of the project’s internal control system with equal emphasis on:

() the organization and staffing

(i) the programme and project management;
(iii) the human resources;

(iv) the finance;

(v) the procurement;

(vi) the asset management;

(vii) the cash management;

(viti) the information system;

(ix) the general administration.

And categorization of the overall internal control report into satisfactory, partially satisfactory or
unsatisfactory;

o A description of any specific internal control weaknesses noted in the financial management of
the project and the audit procedures followed to address or compensate for the weaknesses.
We have included recommendations to resolve the internal control weaknesses.

Per our terms of reference, we have categorized our audit findings by risk severity as high, medium or
low. We have classified possible causes and cbtained management comments for the findings.

We would be willing to discuss any matter included in this report in more detall should you require.

Yours faithfully
Libreville, 8 September 2016

DELOITTE TOUCHE TOHMATSU - GABON

Nicolas Balesme
Managing Partner — Chartered Accountant
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APPENDIXES

A: Combined Delivery Report (CDR)
B: Statement of Fixed Assets

C: Physical Inventory
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D: Definition of standard audits ratings to audit report covering the audit of internal

controls and systems

AUDIT RATINGS

Satisfactory

Partlally 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 abjectives of the audited entity
could be seriousiy 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 management is to

address the issues.

High (Critical)

Medium (Important)

Low

Prompt action is required to ensure that UNDP is not exposed to high
risks. Fallure 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. Fallure to take action could contribute to negative
consequences for UNDP.

Action Is desirable and should resuit in enhanced control or better value
for money. Low priority recommendations, 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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E: Notes to the financial statements and significant accounting policles

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
Items purchased using Programme Funds can be classified into two categories. The treatment
of the Project assets will depend upon the extent to which the asset is used and controlied by
UNDP.
(1) Project Furniture and Equipment that are used and controlled by UNDP should be

recorded in UNDP books; and should be managed in accordance with UNDP policies and

procedures.

(i) tems to be transferred to other beneficlary than the UNDP country office are not recorded
as assets in UNDP books.

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

2.3 Currency

ltems included in the financlal statements of the project are measured using United
States dollar ($) which is both the functional and presentation currency.
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