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EXECUTIVE SUMMARY 
 
BDO LLP conducted the financial audit of “Support to Peacebuilding and Normalization Programme” 
(Project ID 107421 and Output ID 107729) (the project), directly implemented by UNDP Philippines for 
the year ended 31 December 2018. The audit was undertaken on behalf of UNDP, Office of Audit and 
Investigations (OAI).  

Audit opinions 

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  Not applicable 

Statement of Cash Position Not applicable 

Management letter summary 

As a result of our audit, we have raised two audit findings with a net financial impact of nil as 
summarised below: 
 

No. Title Priority Net financial 
impact 

$ 

1 Outstanding Responsible Party advances High   - 

2 Inadequate due diligence of Responsible Parties High - 

Total - 

Prior year audit 

The project was not audited in the prior year. 

 
 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 
8 August 2019 
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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 2018 in the Combined Delivery Report (CDR), the Funds Utilization statement as 
at 31 December 2018 and the accounts receivable and accounts payable as at 31 December 2018 
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 2018. This statement must 
include all assets available as at 31 December 2018 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 2018.  

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 2018. 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.  
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AUDIT OPINIONS 

Independent Auditor’s Report to UNDP - Support to Peacebuilding and 
Normalization Programme  

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 107421, Support to Peacebuilding and 
Normalization Programme output ID 107729, for the period 1 January to 31 December 2018 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 $2,024,223.88, is comprised of expenditure directly incurred by the UNDP 
Country Office in The Philippines for an amount of $ 1,203,086.10 and expenditure incurred by entities 
other than the Country Office for an amount of $ 821,137.78. Our audit only covered the expenditure 
directly incurred by the UNDP Country Office in The Philippines of $ 1,203,086.10 

Unmodified opinion  

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material respects, 
the expenses of $ 1,203,086.10  directly incurred by the UNDP Country Office in The Philippines and 
charged to the project for the period 1 January to 31 December 2018 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. We have fulfilled our other ethical 
responsibilities in accordance with these requirements. 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 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: 
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 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. 

 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 
8 August 2019 
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Independent Auditor’s Report to UNDP - Support to Peacebuilding and 
Normalization Programme 

Statement of Fixed Assets  

We noted that the UNDP project Support to Peacebuilding and Normalization Programme had no assets.   

 
 
 
 
Independent Auditor’s Report to UNDP - Support to Peacebuilding and 
Normalization Programme 

Statement of Cash Position 
 
We noted that the UNDP project Support to Peacebuilding and Normalization Programme 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: Outstanding Responsible Party advances 

Observation:  

UNDP Programme and Operations Policies and Procedures states: 

Senior Management will lead, with input from programme and operations staff, the 
operationalization of CSO/NGO engagement through the establishment of appropriate contractual 
relationships and review progress regularly. Accountabilities towards NGOs/CSOs shall be vested in 
the head of the Business Unit, with final decisions on modalities and formalities resting on the Head 
of the Officer or his/her designee. 

Article 2.7 of the Responsible Party Agreement signed with each of the Partners states: 

Unless otherwise agreed in writing by UNDP, the CSO shall return all unspent funds and income 
(including interest) to UNDP within one (1) month of completion of the Activities or termination of 
this Agreement, whichever is earlier. 

Significant advances were paid to responsible parties by the SPAN project during the implementation 
period on signing the Responsible Party Agreements; however, despite not being fully utilised by the 
Responsible Parties, the outstanding amounts have not been returned. An extension for the return of 
funds was granted until 31 March 2019, however, in total US$ 2,573,284.25 remains outstanding across 
18 different Responsible Parties, as confirmed by the NEX advances report as at 30 April 2019. 

The project team confirmed these amounts remain outstanding at the closing meeting for the audit 
fieldwork conducted on 23 May 2019, a total of 53 days after the end of the project and exceeding the 
one-month limit set out in the Responsible Party Agreement. 

The sensitive nature of the peace building project involving rebel groups has created difficulties when 
requesting that funds are returned. These factors should be considered by UNDP when completing the 
due diligence and risk assessments of the Responsible Parties, as well as deciding the funding 
timetable. Please refer to Finding 2 for more details. 

Priority: High 

Recommendation:  

We recommend that project management requests that the unutilised advances are returned from the 
Responsible Parties, in line with the Responsible Party Agreement. Where there are difficulties in 
requesting the return of these funds, the donor should be made aware and involved in the process. 

We recommend that the project team only advances to Responsible Parties the required amounts of 
cash in smaller batches, to limit the balance of funds held by the Responsible Parties.  

Management comments:  

The Management agrees with the recommendation.  UNDP had in fact sought OPAPP concurrence to 
have the funds returned from RPs.  We attempted to explain the importance of this as prudent fiscal 
management, irrespective of certain contextual difficulties faced by OPAPP. Due to leadership and 
staff changes within OPPAP, the incoming administration that took office in January 2019 took time to 
familiarise themselves with the SPAN programme and were unable to immediately provide their 
concurrence and subsequently requested the programme be put on hold, including UNDP’s 
management of the RPs. The Project management team has been replaced. 

The Management agrees with the Auditors recommendation to make the cash advances in smaller 
batched to limit the amount of unspent funds held by the RPs over the quarter period. 
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Finding n°: 2 Title: Inadequate due diligence of Responsible Parties 

Observation:  

We noted that the project team did not perform adequate due diligence on Responsible Parties (RPs), 
which subsequently led to difficulties with recovering outstanding advances from RPs, as described in 
Finding 1. 

Lack of Due Diligence - Micro-Assessments  

Article 6 (c) of the Harmonized Approach on Cash Transfers of the POPP on the Financial threshold to 
be applied for selection of IP/RP for micro assessments states: 

For UNDP, any Implementing Partner or Responsible Party who is expected to receive cash transfers 
of more than $300,000 in a programme cycle is presumed to present a material risk to UNDP and will 
require a HACT micro assessment by a qualified third party service provider. Below the $300,000 
threshold, a micro assessment is not required unless, at the discretion of the office, a micro 
assessment is deemed necessary due to other risk considerations, e.g. the office has no previous 
experience with the Partner or the operating environment is considered high risk. 

The cash transferred to each Responsible Party is detailed in their Responsible Party Agreements and 
depicted in the table of Audit Finding 1. Of the two Responsible Parties where cash was transferred 
exceeding US$ 300,000, only one had a corresponding micro assessment provided during the audit. We 
were not provided with a micro assessment for the other Responsible Party who was transferred US$ 
367,910 on 15 December 2018. 

Lack of due diligence – Missing requests for information 

The first step of the Main Procedure for Engaging CSOs and NGOs as Responsible Parties of the POPP is 
to send a request for information. The request for information is a standard questionnaire sent to the 
RP to gain an understanding of the organisation and provide information for a risk assessment to be 
performed. 

We identified that 3 of the 21 RPs were missing requests for information on file. 

Without sufficiently detailed information regarding the organisation of the RPs, project management 
is unable to make an informed decision on their suitability. 

Lack of due diligence - Missing Capacity Assessment Checklist (CACHE) 

Article 6 of the Engaging CSO/NGO as responsible parties Policy of the POPP states:  

The decision to select NGOs/CSOs as Implementing Partner (IPs) or as a Responsible Party (RPs) shall 
be based on the result of a capacity assessment and risk management framework. 

The third and fourth step of the Main Procedure for Engaging a CSO or NGO as a Responsible Party of 
the POPP is to send a Capacity Assessment Checklist (CACHE) and conduct a capacity assessment. The 
CACHE and related assessment allows UNDP to perform a capacity assessment of the RP. 

However, we noted that one RP did not have a CACHE on file. 

If an adequate capacity assessment is not performed, the project team may select a responsible party 
which is unable to carry out the project activities. 

Lack of due diligence – Missing risk analysis 

Article 8.2 and 8.4 of the Select Responsible Parties and Grantees Section of the POPP states: 

Engaging civil society organizations as responsible parties based on a justifiable collaborative 
advantage or a competitive quality-based fixed budget selection can only occur under a DIM project 
or when UNDP provides COS to a NIM project. The process is subject to corporate assurance measures. 

Engagement of a corporate foundation or state-owned enterprise as a responsible party must involving 
completing relevant Due Diligence. 

The fifth step of the Main Procedure for Engaging CSO NGO as a Responsible Party of the POPP is to 
conduct a general risk analysis. The risk analysis is an assessment based on a variety of components 
along with their mitigation measures. This allows project management to assess the general risks for 
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UNDP in engaging with the RPs with an identified risk level based on actual current scenarios and post 
mitigation strategy scenarios. This assessment should be used to assess the maximum financial ceiling 
that can be used for funding the RP. 

We identified that 12 of the 21 RPs did not have risk analyses on file. If a risk analysis is not performed, 
then project management may not identify and implement suitable risk mitigation strategies to allow 
for rapid responses to any identified risks. UNDP may also have excessive financial exposure to a 
specific RP. 

No due diligence on file  

Article 5 of the Engaging CSO/NGO as responsible parties Policy of the POPP states: 

All collaborative relationships with NGOs/CSOs involving engagement of NGOs/CSOs as Implementing 
Partners or as Responsible Parties (including Grantees) are subject to a vetting process, which 
requires a mapping exercise followed by programmatic engagement or strategic selection. 

We identified that 2 of the 21 RPs did not have any due diligence on file. Without performing adequate 
due diligence, the project risks partnering with Responsible Parties who are unable or unwilling to 
deliver the required activities due to a lack of capacity or reliability.   

Priority: High 

Recommendation:  

We recommend that the project management team performs adequate due diligence on all RPs prior 
to their selection. While the donor can suggest Responsible Parties for partnership, these partners 
should undergo UNDP’s due diligence procedure as detailed in the POPP. It is also imperative that 
project management ensures that there are no undeclared conflicts of interest or related parties 
between the partner, the donor, or any of the project team. 

Project management should perform a Capacity Assessment Checklist (CACHE) of Responsible Parties 
as part of the due diligence procedures. Only partners meeting the minimum capacity assessment 
requirements as detailed in the POPP should be selected. 

In addition, project management should perform risk assessments as part of the due diligence process. 
Risk mitigation strategies should be designed and implemented during the process of selection. All due 
diligence procedures performed on both selected and rejected Responsible Parties should be kept on 
file for documentation purposes.  

Management comments:  

Management takes note of the Auditors finding and recommendations.  UNDP has agreed with the 
incoming Administration of OPAPP that irrespective of certain political factors and peace dividend 
imperatives, there will be no further engagement with RPs without sufficient due diligence. An ad hoc 
Committee will be established to vet the selection of RPs. Following the visit of the audit team, 2 
additional CSOs that received more than $300,000 were micro assessed in compliance with the HACT 
framework. The Project management team has been replaced. 

Auditors’ response:  

We have reviewed the micro assessment for the remaining CSO provided as part of the adversary 
procedures. The audit firm dated the micro assessment 21 December 2018, indicating that the micro 
assessment had been performed but that the project team had problems locating the relevant 
documentation during the audit field visit. 
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Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 
8 August 2019 
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Annex 1: Combined Delivery Report 
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Annex 2: 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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