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EXECUTIVE SUMMARY 
 
Moore Stephens LLP conducted the financial audit of Enhancing Climate Resilience of the Vulnerable 
Communities and Ecosystems in Somalia (Project ID 00084974,  Output ID 00092743 and 00104633) 
(the project), directly implemented by UNDP Somalia for the year ended 31 December 2017. 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: 

Project Financial Position Unmodified 

Statement of Fixed Assets  Unmodified 

Statement of Cash Position Not applicable 

 
As a result of our audit, we have raised one audit finding with a net financial impact totalling nil as 
summarised below: 
 

No. Output no. Title Priority Net financial 
impact 

$ 

1 92743 Weakness in balance sheet item control Medium - 

 Total  

 
 
The project was not audited in the prior year. The last audit report no. 1673 released on 5 September 
2016 of project no. 84974 Output no.92743 was conducted in 2016 and covered expenses for 
FY2015, and had no audit findings or recommendations. 
 

 

 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
10 August 2018 
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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 position 

which includes: 
 
 Expressing an opinion on whether the financial expenses incurred by the project between 1 

January and 31 December 2017 in the Combined Delivery Report (CDR), the Funds Utilization 
statement as at 31 December 2017 and the accounts receivable and accounts payable as at 31 
December 2017 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 31 December 2017. This statement 
must include all assets available as at 31 December 2017 and not only those purchased in a given 
period.  

Where a DIM project does not have any assets or equipment, it is not necessary to express such 
an opinion. 

 Expressing an opinion on whether the Statement of Cash Position held by the project presents 
fairly the cash and bank balance of the UNDP project as at 31 December 2017.  

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. 
 

The Financial Audit was conducted in accordance with the International Standards of Auditing (ISA), 
the 700 series. As applicable, the audit report provides the progress made in implementing the 
recommendations raised in the previous year’s audit report. 
 
The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project between 1 January and 31 December 2017. 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.  

  



Financial Audit report of the UNDP DIM project 00084974 -Output 00092743 and 00104633 Enhancing 
Climate Resilience of the Vulnerable Communities and Ecosystems in Somalia 

 

 

5 

 

AUDIT OPINIONS 

Independent Auditor’s Report to UNDP - Enhancing Climate Resilience 
of the Vulnerable Communities and Ecosystems in Somalia 

Project Financial Position 

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
We have audited the financial position of the UNDP project ID 00084974, Enhancing Climate 
Resilience of the Vulnerable Communities and Ecosystems in Somalia output ID 00092743 and 
00104633, for the period 1 January 2017 to 31 December 2017 which includes: (a) the accompanying 
Combined Delivery Report (CDR); (b) the Funds Utilization statement (“the statement”); and (c) the 
project -related accounts receivable and accounts payable.  

The CDR expenditure totalling $ 5,570,702.74 is comprised of expenditure directly incurred by the UNDP 
Country Office in Somalia for an amount of $ 3,648,146.79 and expenditure incurred by entities other 
than the Country Office for an amount of $ 617,759.80 (government expenditure), $ 628,709.45 (UN 
Agencies expenditure) and $ 676,086.70 (global payroll). Our audit only covered the expenditure directly 
incurred by the UNDP Country Office in Somalia of $ 3,648,146.79. Refer to Annex 3 – Audited 
Expenditure Breakdown for further detail. 

Unmodified opinion  

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material respects, 
the expenses of US$ 3,648,146.79 directly incurred by the UNDP Country Office in Somalia 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. Our responsibilities 
under those provisions and standards are further described in the ‘Auditor’s responsibilities’ section of 
this report. 

We are independent of UNDP in accordance with the International Ethics Standards Board of 
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other 
ethical responsibilities in accordance with these requirements, 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 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 Utilization 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 Utilization 
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 
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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 the Funds Utilization 
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. 

 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
10 August 2018 
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Independent Auditor’s Report to UNDP - Enhancing Climate Resilience 
of the Vulnerable Communities and Ecosystems in Somalia 

Statement of Fixed Assets  

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
We have audited the accompanying Statement of Fixed Assets of the UNDP project 00084974, 
Enhancing Climate Resilience of the Vulnerable Communities and Ecosystems in Somalia output 
00092743 Enhancing Climate Resilience and Drought Response respectively as at 31 December 2017. 

Unmodified Opinion 

In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the 
assets status of the UNDP project Enhancing Climate Resilience of the Vulnerable Communities and 
Ecosystems in Somalia amounting to $ 12,533.75 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. Our responsibilities 
under those provisions and standards are further described in the Auditor’s responsibilities section of 
this 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.  

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  

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 the Statement of Fixed Assets. 

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 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. 
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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. 

 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
10 August 2018 
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Independent Auditor’s Report to UNDP - Enhancing Climate Resilience 
of the Vulnerable Communities and Ecosystems in Somalia 

Statement of Cash Position 

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 
NO DEDICATED BANK ACCOUNT FOR AUDITED DIM PROJECT ACTIVITIES  
 
We noted that the UNDP project no. 84974 Enhancing Climate Resilience of the Vulnerable 
Communities and Ecosystems 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 audit findings and recommendations arising from the financial audit of the project are set out in our 
management letter below: 

 

Finding n°: 1 Title: Weakness in balance sheet items control 

Observation:  

International standards on financial reporting dictate that a key element of financial reporting is 
ensuring that the financial data is presented accurately in order to ensure that the financial position 
and performance are true and fair. Effective financial control policies and procedures play a part 
in ensuring an accurate and complete set of financial files.  

We observed that the entity recorded a negative balance in the Combined Delivery Report (CDR) 
for output 00092743 for ‘Outstanding NEX Advances’ amounting to US$ 4,888.  

This balance was a result of an error arising during preparation of the CDR which led to a 
misstatement of the net advances. We observed that some unspent funds were refunded to the 
project yet the NEX advances account was not properly reconciled to reflect a zero balance to the 
account. 

Account  Advance 
amount 
in US$ 

Liquidated 
amount in 
US$ 

Variance in 
US$ 

Balance B/F as at 31 December 2016 - - (7,373) 

Humanitarian Affairs and Disaster Management 79,540 79,540 - 

Kenya Forestry Research Institute 52,755 52,755 - 

Ministry of Environment and Rural Development 727,972 730,326 2,405 

Ministry of Environment, Wildlife Tourism 602,161 602,161  - 

National Environment Research  194,580 194,660 80 

Totals    (4,888) 

Following discussion with management we were informed that the error arose due to management 
oversight in reconciling the NEX advances account especially where refunds were made by the 
sub-grantees. 

If errors in the balance sheet items presented in the CDR report are not identified and corrected 
prior to the completion of the CDR, there may be a misrepresentation of the financial position of 
the entity.  

In this case the negative NEX advances implies that there are disbursements payable to the 
suppliers, sub-grantees or other third parties which in deed is not the case thereby misstating the 
CDR report. 

Priority: Medium 

Recommendation:  
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In order to ensure adequate control is exercised over balance sheet items, the entity should 
ensure that all proposed payments including advances are accurately recorded and the same is 
reported in the CDR report. 

The organization should also ensure that the financial statements and reports generated from 
Atlas and reconciling general ledgers are adequately reviewed by the senior management for 
corrective measures (if necessary) to be performed in a timely manner. 

Management comments:  

The negative balance of outstanding NEX advances as of 31 December 2017 is due to incorrect 
use of account code when recording the refund from the implementing partners. Correction has 
been done in the following accounting period. 

On general note, corporately there is monitoring / review at country office level on NEX Advance 
at project level.  The office will now strengthen the monitoring at implementing partner level. A 
dedicated unit, POQA has been established in November 2017 to address this plan. 

Auditors’ response:  

The action taken by management is acknowledged but as corrections were processed following 
period end, the finding has been maintained. Implementation of the recommendation will be 
reviewed as part of the standard desk follow-up process of OAI. 

 
 

 
 
Ian Murphy 
Partner 
 
Moore Stephens LLP 
150 Aldersgate Street 
London EC1A 4AB 
 
10 August 2018 
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Annexes   
 

Annex 1: Combined Delivery Report 
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Annex 2: Statement of Assets and Equipment 
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Annex 3: Audited expenditure breakdown  

Audited expenditure for the two project outputs is detailed as below: 
 

 Output 00092743 

$ 

Output 000104633 

$ 

Total 

$ 

CDR – UNDP Expenditure  3,257,652.41 1,066,581.08 4,324,233.49 

CDR – Government Expenditure 536,424.80 81,335.00 617,759.80 

CDR – UN Agencies Expenditure - 628,709.45 628,709.45 

Total CDR Project total  3,794,077.21 1,776,625.53 5,570,702.74 

CDR UNDP Expenditure  3,257,652.41 1,066,581.08 4,324,233.49 

Less: Payroll for international staff 
processed in Copenhagen 

(676,086.70) - (676,086.70) 

Total expenditure directly incurred 
by UNDP Country Office 

2,581,565.71 1,066,581.08 3,648,146.79 
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Annex 4: Audit finding priority ratings 

 
The following categories of priorities are used:  
 

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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