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PART 1 EXECUTIVE SUMMARY 

 

1.1 The audit engagement 

 

Deloitte Haskins & Sells LLP (DHS) through Deloitte East Africa, Certified Public Accountants (Kenya) 

conducted a combined financial, internal controls and systems audit of Strengthening the Electoral Processes 

in Kenya (Project number 85584, Output number 93173) (‘the project’), directly implemented by UNDP 

Country Office Kenya (‘the office’) for the year ended 31 December 2017. The audit was undertaken on 

behalf of UNDP, Office of Audit and Investigations (OAI).  

1.2 Audit results 

 

We have issued audit opinions as summarised in the table below on the project’s financial position as detailed 

in the next section: 

The Combined Delivery Reports (CDR) and Funds Utilization Statement  Unmodified 

Statement of Assets and Equipment  Unmodified 

Statement of Cash Position Not applicable 

 
The findings as a result of our audit were as follows:  

 

 Procuring based on the request of third parties (Refer to finding 3.1.2) 

 

Based on our audit, our general assessment of the internal controls and systems of the project are satisfactory. 

 

There were no findings raised in the previous audit. (Report no. 1821 issued on 1 August 2017) 

 

Yours faithfully: 

 

 

 

 

Certified Public Accountants (Kenya) 

 

Nairobi, Kenya 

  

11 July 2018 
 

 

Deloitte & Touche 
Certified Public Accountants (Kenya) 
Deloitte Place 
Waiyaki Way, Muthangari 
P.O. Box 40092 - GPO 00100 
Nairobi 
Kenya 
 
Tel: (+254 20) 423 0000 
Cell: (+254 20) 0719 039 000 
Dropping Zone No. 92 
Email: admin@deloitte.co.ke 
 

www.deloitte.com 
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1.3 Audit objectives 

 

The objectives of the audit were two fold. (A) Financial audit and (B) Audit of Internal Controls and 

Systems. 

 

A: The objective of the financial audit was to express an opinion on a project’s financial position which 

includes:  

 

 Expressing an opinion on whether the financial expenses incurred by the project over a specified 

period as well as the Fund Utilization statement, the accounts receivable and the accounts 

payable as at the end of a specified period 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, at net book value, presents fairly 

the balance of depreciated assets of the UNDP project as at a given date. This statement must 

include all assets available as at 31 December 2017 and not only those purchased in a given 

period. The opinion is rendered on the net book value balance of the Assets.  

 

 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 a given date. Disbursements made against a DIM 

project are usually financed from the regular country office bank accounts. The audit firm is 

required to express an opinion on the Statement of Cash only where a dedicated bank account 

for the DIM project has been established. In cases where the cash transactions of the audited 

DIM project are made through the country office bank accounts, this type of opinion is not 

required.  

 

B: The objective of the project’s Internal Controls and Systems audit were to assess the: 

 

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. 

 
 
1.4 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:  

 

 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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1.4 Audit scope (continued) 

 

Specifically, the audit covered the following:  

 

A: Financial Audit 

 The expenses incurred and recorded in the Combined Delivery Reports (CDR) of the project 

number 85584, Strengthening the Electoral Processes in Kenya (SEPK) for the period 1 January 

2017 to 31 December 2017and the Funds Utilization statement as at 31 December 2017, as reported 

by the Office in 31 December 2017  

 

 The balances of the project-related accounts receivable (donors contributions, advances to 

responsible parties, etc.) and accounts payable (unliquidated commitment, etc.) as of 31 December 

2017; 

 

 The net book value and existence of the fixed assets held by the project number 85584, 

Strengthening the Electoral Processes in Kenya (SEPK as at 31 December 2017; and  

 

B: Audit of Internal Controls and Systems  

 

Internal controls of the project were assessed in the following areas: 

(i) Organization and Staffing, (ii) Programme and project management, (iii) Human Resources, (iv) 

Finance, (v) Procurement, (vi) Asset Management, (vii) Cash Management, viii) Information Systems, 

(ix) General Administration and (X) follow-up on previous audits, if applicable. 
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The Director  

Office of Audit and Investigations 

United Nations Development Programme 

 

Dear Sir, 

 

PART 2: FINANCIAL AUDIT REPORTS 

 

2.1 Report of independent auditors to UNDP on the Financial Position of the UNDP Project 85584, 

Strengthening the Electoral Processes in Kenya (SEPK) 

 

We have audited the financial position of the UNDP Project 85584, Strengthening the Electoral Processes 

in Kenya (SEPK) for the period 1 January 2017 to 31 December 2017, which includes; (a) the 

accompanying Combined Delivery Report (CDR); (b) Funds Utilization Statement and (c) the project 

related accounts receivable and accounts payable. 

The CDR expenditure totalling US$ 8,734,592.95 is comprised of expenditure directly incurred by 

the UNDP Country Office in Kenya for an amount of US$ 6,533,098.14 and expenditure incurred 

by entities other than the Country Office for an amount of US$ 2,201,494.81. Our audit only 

covered the expenditure directly incurred by the UNDP Country Office in Kenya of US$ 

6,533,098.14. 

 

Opinion 

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material 

respects, the expenses of US$ 6,533,098.14 directly incurred by the UNDP Country Office in 

Kenya and charged to the project for the period 1 January 2017 to 31 December 2017 in accordance with 

UNDP accounting policies 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 UNDP; and (iv) supported by properly approved vouchers and other supporting 

documents. 

 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those provisions and standards are further described in the auditor’s 

responsibilities for the audit of the CDR and Funds Utilisation section of our report. We are 

independent of UNDP in accordance with the International Ethics Standards Board of 

Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled 

our other ethical responsibilities in accordance with this code. We believe that the audit evidence 

we have obtained is sufficient and appropriate to provide a basis for our opinion. 

 

Deloitte & Touche 
Certified Public Accountants (Kenya) 
Deloitte Place 
Waiyaki Way, Muthangari 
P.O. Box 40092 - GPO 00100 
Nairobi 
Kenya 
 
Tel: (+254 20) 423 0000 
Cell: (+254 20) 0719 039 000 
Dropping Zone No. 92 
Email: admin@deloitte.co.ke 
 

www.deloitte.com 
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2.1 Report of independent auditors to UNDP on the Financial Position (Continued) 

 

Management responsibilities 

 

Management is responsible for the preparation of the CDR and the Funds Utilization statement of 

the project, and for such internal control as management determines is necessary to enable the 

preparation of a CDR and Funds Utilisation statement that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s responsibilities 

 

Our objectives are to obtain reasonable assurance about whether the CDR and the Funds Utilisation 

statement are free from material misstatement, whether due to fraud or error, and to issue an 

auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is 

not a guarantee that an audit conducted in accordance with ISAs will always detect a material 

misstatement when it exists.  Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of these documents.  

 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 

professional scepticism throughout the audit. We also: 

 

 Identify and assess the risks of material misstatement of the CDR and Funds Utilisation statement, 

whether due to fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 

of not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control. 

 Obtain an understanding of internal control relevant to the audit 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 organization’s internal control. 

 

We communicate with those charged with governance regarding, among other matters, the planned 

scope and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit. 

 

 

 

 

 

Certified Public Accountants (Kenya) 

 

Nairobi, Kenya 

 

 

11 July 2018 
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The Director  

Office of Audit and Investigations 

United Nations Development Programme 

 

Dear Sir, 

 

2.2 Report of independent auditors to UNDP on the Statement of Fixed Assets of the UNDP Project 

85584, Strengthening the Electoral Processes in Kenya (SEPK) 

 

We have audited the accompanying statement of fixed assets of the UNDP project number 85584, 

Strengthening Electoral Processes in Kenya (SEPK) as at 31 December 2017. 

 
Opinion 

 
In our opinion, the accompanying statement of fixed assets presents fairly, in all material respects, 

the assets status of the UNDP project 85584 amounting to US$ 14,887.02 as at 31 December 2017 

in accordance with UNDP accounting policies. 

 
Basis for opinion 

 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those provisions and standards are further described in the auditor’s 

responsibilities for the audit of the statement of fixed assets. We are independent of UNDP in 

accordance with the International Ethics Standards Board of Accountants’ Code of Ethics for 

Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in 

accordance with this code. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 
 
Management responsibilities 

 

Management is responsible for the preparation of the statement of fixed assets of the project, and 

for such internal control as management determines is necessary to enable the preparation of a 

statement of fixed assets that is free from material misstatement, whether due to fraud or error. 

 
Auditor’s responsibilities for the audit 

 

Our objectives are to obtain reasonable assurance about whether the statement of fixed assets is 

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 

an audit conducted in accordance with ISAs will always detect a material misstatement when it 

exists. Misstatements can arise from fraud or error and are considered material if, individually or 

in the aggregate, they could reasonably be expected to influence the economic decisions of users 

taken on the basis of these documents.  

 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 

professional scepticism throughout the audit. We also: 

 

Deloitte & Touche 
Certified Public Accountants (Kenya) 
Deloitte Place 
Waiyaki Way, Muthangari 
P.O. Box 40092 - GPO 00100 
Nairobi 
Kenya 
 
Tel: (+254 20) 423 0000 
Cell: (+254 20) 0719 039 000 
Dropping Zone No. 92 
Email: admin@deloitte.co.ke 
 

www.deloitte.com 
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2.2 Report of independent auditors to UNDP on the Statement of Fixed Assets (Continued) 

 

Auditor’s responsibilities for the audit (Continued) 

 

 Identify and assess the risks of material misstatement of the statement of fixed assets, whether 

due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 

audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control. 

 

 Obtain an understanding of internal control relevant to the audit 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 organization’s internal control. 

 

We communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit and significant audit findings, including any significant 

deficiencies in internal control that we identify during our audit. 

 

 

 

 

 

Certified Public Accountants (Kenya) 

 

Nairobi, Kenya 

 

11 July 2018
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PART 3: MANAGEMENT LETTER 

 
3.1 Results of the audit 
 

3.1.1 Assessment of internal controls 
 

We conducted the necessary audit steps to cover the projects internal control systems regarding the following areas.  
 

 

We confirm that we have audited the above areas; 

 

 
 

 Internal 

control area Areas to be assessed Audit rating  

Organization and 

Staffing 

Assess the overall project structure for effective workflows 

and management arrangements, including assignment of 

authority, accountability and responsibility to staff. 

Satisfactory 

Programme and 

project 

management 

Assess the management aspects in terms of approval of the 

project, financial management of project funds, and 

monitoring of implementation towards achievement of 

project objectives. This includes reporting to the, Steering 

Committee, Project Board and/or Donors. 

Satisfactory 

Human 

Resources 

Assess competitiveness and transparency of the recruitment 

process; and effectiveness of the management of project 

personnel, including contract administration, performance 

evaluation and payment of salaries and allowances. 

Satisfactory 

Finance Assess the compliance with UNDP policies with respect to 

the safe custody and adequate management of cash, 

commitment of expenditures against approved budget, 

disbursement or payments against liabilities and cash 

advances to field offices, project staff, etc. 

Satisfactory 

Procurement Assess whether goods, services and civil works for the 

project are procured competitively and in a transparent 

manner in accordance with UNDP policies and procedures. 

This includes management of obligations and appropriate 

assessment of goods or services delivered and monitoring 

performance of the contractors, before payment. 

Partially Satisfactory / 

Some Improvement 

needed. 

Refer to section 3.1.2 of 

this report 

Asset 

Management 

Assess whether project assets are adequately recorded, 

safeguarded, monitored, including periodic physical 

verification of their use and existence. 

Satisfactory 

Cash 

Management 

Review the safeguarding of all cash (including bank 

accounts) held separately for the purposes of the project 

either in the UNDP country office or at the project field 

offices, including cash held as advances or imprest in any 

sub-office or field office. 

Satisfactory 

Information 

Systems 

Assess the efficiency and security of the information 

systems established and maintained from project funds and 

their adequacy to meet the management and reporting 

requirements of the projects. 

Not applicable, the 

project relies on the 

general UNDP 

information systems. 

General 

Administration 

These include areas of operations not specifically covered 

above and for which expenses are charged to the project 

covering such areas as travel of project staff, use and 

maintenance of project vehicles, lease and maintenance of 

office premises. 

Satisfactory 

Follow-up on 

previous audits 

As may be applicable, assess the status of implementation 

of the previous year’s audit recommendations. 

Not applicable, there 

were no  previous year’s 

audit recommendations. 
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3.1.2 Procurement based on request of third parties 
 

Two Purchase Orders were raised to a hotel where the hotel was procured because government 

agencies requested that UNDP procures that specific hotel for them. The hotel has a Long Term 

Agreement (LTA) with UNDP. The purchase orders are as outlined below; 

 

PO Number PO Date Amount 

US$ 

45397 27/9/2017 8,355 

44986 15/7/2017 9,500 

 

Section 8 of the Standards of Conduct for the International Civil Service states that if the impartiality of 

the international civil service is to be maintained, international civil servants must remain independent 

of any authority outside their organization; their conduct must reflect that independence. In keeping 

with their oath of office, they should not seek nor should they accept instructions from any 

Government, person or entity external to the organization. It cannot be too strongly stressed that 

international civil servants are not, in any sense, representatives of Governments or other entities, nor 

are they proponents of their policies. 

 

As per the Programme and Operations Policies and Procedures number 441, section 8, UNDP Kenya 

Country Office has multiple hotel vendor LTAs where placement of orders is determined through 

secondary competition. 

 

UNDP Kenya indicated that this was done because of the sensitivity of the meetings but there was no 

note to the file documenting this as per the requirements of UNDP Financial rule number 121.05. 

 

Accepting procurement directions may lead to UNDP Kenya Country office being seen as not 

independent of the third parties. 

 

Priority  

 

Medium 

 

Recommendation  

 

Management should not take any third party procurement instructions to engage a particular supplier 

and should comply with the UN Standard of Conduct for the International Civil Service and UNDP 

procurement principles that require transparency, effective competition and value for money.   

 

Management comments and action plan 

UNDP wishes to reiterate that given the urgency and sensitivity of the procurement request from the 

implementing partners, the requirement of a note to file was inadvertently and regrettably overlooked. 

However, management exercise utmost discretion to ensure the vendor did not charge costs outside the 

approved LTA rates. UNDP will ensure future procurement requests of this nature are considered and 

processed within existing procedural framework. 

 

 



 

12 

 

APPENDIX I PRIORITIES OF AUDIT RECOMMENDATIONS  
 

High (Critical)  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. 

Medium (Important) Action is required to ensure that UNDP is not exposed to 

risks. Failure to take action could result in negative 

consequences for UNDP. 

Low  Action is desirable and should result 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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