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1. Executive Summary 

 
1.1 Project Background: 

 
The Decentralization and Local Development Support programme (DLDSP) is a 
European Union funded initiative supported through the Financing Agreement 
(ENPI/2010/021-931) “Support to Democratic Governance”, which was signed between 

the EU and the Government of Jordan (GoJ) on December 19th, 2011. The United 
Nations Capital Development Fund (UNCDF) was engaged by the EU through an 

Indirect Management Delegation Agreement (IMDA) to function as the programme’s 
Implementing Partner, which was signed on 20th of October 2014. UNCDF utilizes the 
Direct Implementation Modality for Programme Implementation. UNCDF is 

implementing the Programme under the overall political guidance of the Ministry of 
Interior and through its Local Development Directorate (LDD), which is also its base of 

operations. The DLDSP is also engaging the Ministry of Municipal Affairs through the 
Ministry of Interior (MOI) and LDD to ensure a coordinated decentralization strategy 
development process and to ensure the coherence of the Integrated Local 

Development Pilot, which is being implemented at the Governorate and Municipal 
levels. 

 
The Programme has a duration of 33 months from signing with an end date in June 

2017 but it is anticipated that a no-cost extension will be requested to extend the 
duration of programme implementation to the end of December 2017. The programme 
was ended in March 31, 2016 earlier than planned because the project objectives were 

changed several times that resulted in incurring expenditures with no programme 
results. 

 
Programme Objectives: 

The DLDSP has launched two tracks of activity to generate two distinct but interrelated 
outcomes. The first focuses on grounding and supporting the process of development 

of Jordan’s National Decentralization Strategy. The second focuses on the 
implementation of an Integrated Local Development initiative in 3 Governorates 

(Jarash, Madaba and Karak) and their primary municipalities (Governorate capitals). 
The project implementation document was changed several times per the request of 
the Minister of Interior to either include / exclude the municipalities in the project 

(which were in the proposal and contract with the EU), after amending the project 
document and getting the approval of the EU to exclude the Municipalities, a new 

Minister of Interior was appointed who requested to re-include the Municipalities. 
Based on this, the EU placed an immediate suspension on the programme until the 
project document is revised again. As there was a whole team of staff under the 

project, UNCDF informed the EU that they will be letting go of all staff under the 
project when their contracts come to end (majority of contracts ended in December 

2015, 3 or 4 remaining core UNCDF members in May and June 2016). 
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1. Executive Summary (continued) 

 

 
 

1.1    AUDIT OBJECTIVE 
 

The objective of the financial audit is to express an opinion on a project’s financial 

statements which include: 
 
1.  Expressing an opinion on whether the financial expenses incurred by the project For 

the period from October 1, 2014 to September 30, 2016, and the funds utilization as 
at September 30, 2016 are fairly presented in accordance with UNCDF 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 UNCDF;  and (iv) 
supported by properly approved vouchers and other supporting documents. The 
Combined Delivery Report (CDR) and the accompanying Funds Utilization statement are 
the mandatory and official statements upon which the audit opinion is expressed. 

 
2.  Expressing an opinion on whether the statement of fixed assets presents fairly the 

balance of assets of the UNCDF project as at September 30, 2016. 
 

3. Expressing an opinion on whether the statement of cash held by the project presents 

fairly the cash and bank balance of UNCDF project as at September 30, 2016. 

 
The Financial Audit will be conducted in accordance with the International Standards 
of Auditing (ISA), the 700 series. 

 

Financial statements of the UNCDF project include: The statement of expenses with 

related annexes as well as, where applicable, the statement of assets and the 
statement of cash position. 
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1. Executive Summary (continued) 

 

1.2 SCOPE OF AUDIT 
 

The audit covered all activities of the UNCDF Award no. 85233, Project no. 92938 - 
“Decentralization and Local Development Support Programme (DLDSP)” during the 

period from 1 October 2014 to 30 September 2016 and included reviewing of the 
project’s reports and records as maintained by UNDP Country Office in Amman Jordan 
and electronic supporting documentation from the UNCDF Programme Support Office 

or Regional UNCDF Office. 
 

The audit also covered the value and existence of the fixed assets held by the UNCDF 
Award no.85223, Project no. 92938 - “Decentralization and Local Development 

Support Programme (DLDSP)” as at 30 September 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 

UNCDF Headquarters or UNCDF Regional Office where the supporting 
documentation is not retained at the level of the UNDP Country Office in Jordan 
or not available by electronic means. 

 
As such the financial summary is as follows: 
Total project expenses                                                                US$ 792,685 

 
Amount as per CDR for 2015 US$ 733,525 

Amount as per CDR for 2016 US$  59,160 

Total US$ 792,685 



Decentralization and Local Development Support Programme (DLDSP) 6  

Report on the Financial Audit of The United Nations Capital Development Fund (UNCDF) 
Directly Implemented Project Decentralization and Local Development Support 

Programme (DLDSP) Award No.00085233, Project No. 00092938 Funded by European 
Commission for the period from October 1, 2014 to September 30, 2016. 

 
1. Executive Summary (continued) 

 

 

1.3 AUDIT METHODOLOGY 
 
Our audit was carried out in accordance with International Standards on Auditing in 
so far as they are applicable to an engagement of this type and included such tests as 

we considered necessary to meet the audit objective. 
 

 

1.4 SUMMARY OF AUDIT OPINIONS 
 

I. Combined delivery report and funds utilization statement 
 

The results of our tests did not disclose questioned cost 
 

In our opinion, the attached combined delivery report (CDR) and funds 
utilization statement present fairly in all material respects the expenditure of 
US$ 792,685 incurred by the project for the period from 1 October 2014 to 30 

September 2016 in accordance with UNCDF accounting policies and in 
conformity with the basis of accounting described in note 2 of this report. 

 
II. Statement of fixed assets 

 
The results of our tests did not disclose questioned costs. 

 
In our opinion, the statement of Fixed Assets presents, in all material 

respects, the balance of inventory of the project No. 00085233 
“Decentralization and Local Development Support Programme (DLDSP)” for 

the period from October 21, 2014 to 30 September, 2016, amounting to USD 

24,176 as at 30 September 2016. 

 
III. Statement of cash 

 
The project does operate a dedicated bank account, consequently there was no 

statement of cash balance as at 30 September 2016. 
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Jabal Amman 

Zahran Street 

P.O. Box 248 

Tel: +962 6 5502200 

Fax: +962 6 5502210 

www.deloitte.com/middleeast 
 

 
 
 
 

The Director 
Office of Audit and Investigations (OAI) 

United Nations Development Programme (UNDP) 

Dear Sir, 

PART 2 

Financial Audit Reports 

 
2.0 Independent auditor’s report on the combined delivery report and fund 

utilization statement 

 
We have audited the accompanying Combined Deliver Report (CDR) and Fund Utilization 
Statement (“the statement”) of the UNCDF project “Decentralization and Local 

Development Support Programme (DLDSP) Award No. 00085233, Project No.00092938” 
for the period from October 1, 2014 to September 30, 2016. 

 
Management is responsible for the preparation of the statement for Decentralization and 
Local Development Support Programme (DLDSP) 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. 

 
Our responsibility is to express an opinion on the statement based on our audit. We 
conducted our audit in accordance with International Standards of Auditing. Those 
standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the statement is free of 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 statements 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. 

http://www.deloitte.com/middleeast
http://www.deloitte.com/middleeast


 

Deloitte. 
 

 
 
 

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization statement, 

present fairly in all material respects, the expenses of USD 792,685 incurred by the project 

Decentralization and Local Development Support Programme (DLDSP), for the period 

October 1, 2014 to September 30, 2016 in accordance with UNCDF accounting policies and in 

conformity with the basis of accounting described in note 2 of the report and 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 UNCDF; 
and (iv) supported by properly approved vouchers and other supporting  documents. 

 
 

 

Shafiq  Batshon 
Deloitte & Touche (ME) 

Amman, Jordan 

15 December 2016 
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2.2    Notes to the financial statement 

 
2.2.1 Significant Accounting Policies: 

 
a. Basis of Preparation: 

The financial report comprised the Combined Delivery Report “CDR” (See pages 

10 and 11), Statement of Inventory of Non - Expendable Equipment (see page 

12), and Statement of Cash Position (this statement was not provided as there 

was no separate bank account for the project). These financial statements were 
prepared under the historical cost convention and in accordance with UNCDF 
reporting policies and procedures. 

 
The project Combined Delivery Report was prepared according to the cash basis 

of accounting, whereby income is recognized on receipt of cash or equivalent and 
expenditures are recognized when they are paid according to the cash basis and 

are adjusted for encumbrances account which represent any open purchase order 
which is not yet paid at the end of the reporting period. 

 
b. Receipts: 

Receipts are recorded when received according to the cash basis of accounting. 

During the project period, UNCDF received from the European Commission the 
amount of Euro 587,128.87 equivalent to $728,310. 

 
c.  Expenditures 

Disbursements are recognized when they are paid according to the cash basis and 

are adjusted for encumbrance’s account which represents any open purchase 
order which is not yet paid at end of reporting period. 

 
d.  Non-Expendable items “Equipment, Furniture and Vehicles”: 

Costs of equipment, furniture, vehicles and other capital items are treated as 
operating costs according to the terms of reference of the grant agreement. 

 
The statement of inventory of Non-expendable equipment was prepared for all 

Non-expendable items purchased from project funds. 

 
e. Reporting Currency: 

The reporting currency of the Combined Delivery Report and the financial 

summary is the U.S. Dollar which is the currency of the reporting system and 
the Combined Delivery Report. 

 
Disbursements in Jordanian Dinar or any other currency are converted into USD 

equivalent using the exchange rate applied by UNCDF on transaction dates. 
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2.2    Notes to the financial statement 

 
2.2.1 Summary of expenses 

 
A summary of expenses is as follows: 

 
Output No. Subtotal UNCDF expenses per CDR 

 Year 2015 Year 2016 Total 

1 Decentralization and operating strategy 598,056 59,161 657,217 

2 Decentralization Secretariat 76,301  76,301 

3 Local administration development 17,231  17,231 

6 Decentralization vision policy 105  105 

12 Lessons learned and impact 41,832  41,832 

Total 733,525 59,161 792,686 
 

There were no expenditures from October 1, 2014 to December 31, 2014. 
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PART 3 Management Letter 

 

3.1    Activity Plan / Project Outputs 
 

Observation 

The project operated for 18 months however experiencing delays, and changes in the 
implementation plan and accordingly there was no project output during that period. 

 
Recommendation 

We recommend that UNCDF agree and coordinate with the project partner (MoI) on the 
implementation plan in future projects to avoid such delays. 

 

Significance 

High 
 

Management Response 

UNCDF has made every effort to agree with the project partners including MOI and the EU on 
a suitable project document which can guide the implementation of the DLDSP project in 

Jordan. However, there was no Agreement from MOI on the consecutive revisions submitted 
by UNCDF and the EU. In this context, UNCDF has signed a letter of Intent with UNDP to 

transfer the technical implementation of the programme to UNDP. UNCDF has given the 
green light to a new project document which was drafted by UNDP with inputs from UNCDF 
and is currently being reviewed by the EU and MOI. 

 
 

3.2 Project Assets 
 

Observation 

The project was suspended since March 2016, until the date of this report the fixed assets 
procured under this project remains at the Ministry of Interior. 

 

Recommendation 

Although we visited the Ministry and physically verified the existence and their safeguarding, 

these assets are the property of UNCDF and appropriate handover procedures should have 

been made to transfer the assets to UNCDF. 
 

Significance 
High 

 
Management Response 

The equipment currently stored at MOI are below the threshold of $2,500 to be considered 
assets. However, UNCDF has communicated to UNDP to acquire all the equipment used by 

UNCDF as they will be in charge of the project implementation. UNDP will coordinate with 
MOI to take over all the equipment currently being stored at MOI. 
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