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Report on the audit of UNDP Bangladesh 
Supporting Local Development in Chittagong Hill Tracts (Project No. 80119) 

Executive Summary 
 
From 14 to 22 October 2012 the Office of Audit and Investigations (OAI) of the United Nations Development 
Programme (UNDP), through KPMG/Rahman Rahman Huq (the audit firm), conducted an audit of Supporting 
Local Development in Chittagong Hill Tracts, (Project No. 80119) (the Project), which is directly implemented and 
managed by the UNDP Country Office in Bangladesh (the Office). The audit was conducted under the general 
supervision of OAI in conformance with the International Standards for the Professional Practice of Internal 
Auditing. The last audit of the Office was conducted by OAI in 2011.  
 
The Project reported expenditure totalling $5.8 million during the period from 1 January to 31 December 2011. 
The following donors contributed to the Project: European Commission and UNDP. 
 
Audit scope and objectives 
 
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 Statement of Expenditure (Combined Delivery Report) for the 
period from 1 January to 31 December 2011 and Statement of Assets as of 31 December 2011.  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.  
 
Audit rating  
 
Based on the audit report and corresponding management letter submitted by the audit firm, OAI assessed the 
management of the Project as satisfactory, which means “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.” The details of the audit results are presented in 
Figures 1 and 2. 
 
Figure 1: Summary results of the financial audit  
 

Project Expenditure Project Assets 
Amount 

(in $ ‘000) 
Opinion Amount 

(in $’000) 
Opinion 

5,794 
 
 

Unqualified 33 Unqualified
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Part: I

Executive Summary

We have been engaged by the Office ol Audit nnd Invcstigalions (OAI) of tle United Nations

Developrnent Programme (UNDP) to conduct audil oflhc projccl Supponing Local Dcvclopmenl
in Chittagong Hill Tracts having award number 00011503 and project number 00080119 (the

Project) for the period from 1 January 201 I 1o 3l December 201 I directly implcmented by UNDP
Bangladcsh. The auditwas conducled irom 14 October20l2 to 22 October 2012.

The audit included a combincd financial audit and audjt ofjnternal controls and syslcms to cxpress

an opinion on whether the financial statements present fairly in all material aspects, thlr result of
the Proiect's operations, as well as assess compliance rvith UNDP regulations, rules, policies and

procedures, and donor agreements. The audit covered the ]€view ol the Project's statement ol
expendilure (combincd dclivery repon) for the pcriod I January 2011 to 31 December 201I and

Statemcnt of assets and equipments as of 3l Deoember 2011. Wc also revie*'ed the relevant

systcms, procedurcs and pracliccs in plroe as thcy rcl^tc 1r) thc ]tojccl, in thc arcas ol,,r8rnis.llion
and staffing, projl]ct managemen! hunlan resources managementl financial and cash managemenll
procurernent, assct managemen! and geneaal administration,

During the period under tho audit, the Projecl recorded expcnditures totalling $ 5,791,590.56.

-4.udit rating on the test oloper:rting effectiveness ofcontrol

Audit assessed the Project as satisfactory, which means that "intemal controls, govemance and risk
management processes were adequately established and lunctioning well. No issues tere identified
that woqld significantly affect the achievement olthe obiectives ofrhe audited entiry."

Kev issues and recommendations

The audit raised one issue, which rvas mainly caused by inadequate guidance or supenision at

country olfice level. To address this issue, onc recommendation *'as made.

Results of financial audit

Audit opinion on combin€d d€liv€ry reDort

we expressed an unmodified audit opinion on thc combined delivery repoft (the "CDR") for the

period from 1 January 201 I to 31 December 201 l. However without rnodilying the audit opinion,
the users' atiention has been drawn to the fact that the CDR for the Project had been overstaled duc

to the Project being charged with additional expenditures of $2,12,816. This experditure is

attributable to two separate projects under the same award nunlbcr 0001i503 and funded by thc

I
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Audit opinion on statement ofassels and eouiDm€nts

We also expressed an unmodified audit opinion on the statement ofassets and equipments valuing

$i3,'180.38 as at 31 December 2011

Acknowledgement

we wish to place on record our ihanks and appreciation to the management ofthe Project, UNDP

Country Office in Bangladesh and the Regional Audit Centre for Asia and the Pacific, Office of
Audit & Investigation for the cooperation extended to us during the audit.

Dhaka, i4 March 2013
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Indcpcndcnt Auditor's RePort
Supporting Local Development in Chittagong HiU Tracts
Award number 0001150J xnd project nunlber 000801l9

we havc audiled the accompanying combined delirery rcpoft (the "CDR") of the Ur.'DP project

Suppo(ing Local Development in Chittagorg Hill Tracts having award number 00011503 and

projectnumber00080llg(thc"Project")fortheperiodlromlJanuary20lllo3lDecember20ll

Mafiagemenl's Respo sibili0lot the cotibined ieliwry rcPorl
Managcment is responsible for the preparation olthe CDR fo. the UNDP prolect Suppofting Local

Dcvclopment in Chittagong Hill Tracts having award rumber 00011503 and projcct number

000E0119 in accordance wilh UNDP accoundng policies and lor such intemal control as

management determincs is necessary lo enable the preparation of the CDR that is liee lrom

mrtcrial nrisstatcnront. $hclhcr duc to fraud or crror.

A u.lito t's Resp o n s ib i I ily
Our respbnsibiliry is to express an opinion on the CDR based on our audit. We conducted our audit

in accordance !\'ilh Intemational Slandards on Audiling. Those standards require t|at we comply

with ethical requirements and plan and perlorm the audit to oblein reasonable assurancc about

rvhether the CDR is free from material misstatemeni.

An audit involves perionning procedures io obtain audit evidcnce about the amounts in the CDR-

The procedures selected dcpend on ourjudgmetlt, including the assessnrent ofthe risks ofmaterial
nisstatement of the CDR, *fiether due to fraud or efior. In making lhose risk assessmenls, we

consider internal coDtrol rclevant to the Pro.jccr's preparation ofthe CDR in order to desigD audit

procedures that are appropriate in the circurnstances, bul noI for the purpose of crpresslng an

opinion on the elfectiveness of ihe Project's intenral control. An aLldit also includes evaluating the

appropriateness ofaccounting policics used and thc reasonableness ofaccounting estimales, ifany,
made by management, as well as evaluating the overall presentation ofthe CDR.

We believe that the audit evidence wc have oblained is sufticient and appropriate to provide a basis

for our audit opinion.

Opinion
ln our opinion. the accompanying CDR presents lairly, in all maierial respects, the expenditure of
$5,794,590-56 incuffed by the Project for the period from I January 2011 to 31 Deccmber 201 I in

accordance with UNDP accounting policics and \aere: (i) in confonnity wirh the approved Project

budgetr (ii) for the approved purposes of the Project; (iii) jn compliance with the relevant

regulations and rules, policies and procedures of UNDPI and (iv) suppo(ed by properly approved

vouchers and othcr suppo11ing documents.

3
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Empharis of Mauer
Without modirying our opinior, we draw attentioD to the fact that the CDR for ihe Project had been

overstated due to the Prcject being charged with additional expenditures of $j242,816. This

expenditure is attributable to two separatc projects having projcct number 00063952 and project

number 00063953 under the same award rlumbcr 00011503 funded by the same donor. During the

year 2012, this expenditure had been reversed out and charged to the said two prcjects to which
this is attribuiable.

Dhaka, 14 March 2013
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IIrdeperdent Auditor's Report
Supporting Local Development in Chittagong Hill Tracts
Arvard number 00011503 and proj€ct number 000801l9

We have audited the accompanving statement of assets and equipnrents (thc "Stalement") of the
INDP project Suppo(ing Local Developmerli in Chiitagong Hill Tracts haling award nunber
0001153 and project number 00080119 (the "Pro.ject") as at 3I December20l1.

Management's Responsibilitf t)r the Slatement of Assets and Eguipments
Management is responsible for the preparation of the Statement in accordance \lith UNDP
accounting policies, and for such intcmal control as management determines is necessary to enable
the preparation of the Slalenrent that is free from material misstatemcnt, whcthcr due to fraud or

A ditot's Respohsibility
Our rcsponsibility is to express an opinion on the Statement bascd on our audit. Wc conducled our
audit in accordencc wilh Intemational Standards on Auditing. Thosc stardards rcquire that we
oonrply rvith ethical rcquircments and plan and peform the audil to obtain reasonablc assurancc
about whether the Statement is lree Iroln malerial nrisslaternent.

An audit involves perlorming procedures to obtain audit evidence about t}e amounts in the
Statement. The procedurcs sclected depend on ourjudgment, including the assessment oflhe risks
of material rnisstalement ofthe Statement, wlether due to fraud or error. In rraking those risk
assessments! we considcr intenlal control relevant to the Project's preparation ofthe statement in
order to design audit procedures that are appropriale in the circumstances, but not for the purpose
of expressing an opinion on the eflectiveness of the project's internal control. An audit also
includcs evaluating thc appropriateness of accoundng policies used and the reasonableness of
accounting estimates, if any. made by management, as lvcll as evaluating the overali presentation

We bclieve that the audit evidence \\.e have oblained is sufficient and appropriate to provide a basis
lor our audit opinion.

Opinion
In our opinion, the accompanyirrg Stalement presents fairly, in ai1 matcrial rcspects, the balance of
assets and equipments of the Project amounting to S3i,180.38 as at 31 Dcccmber 20li ilr
accordance $irh L DPa..ounring no ic'e.

8

Dhaka. 14 March 2013
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Prrt: III

Management Letter
Supporting Local Development in Chittagong Hill Tracts
Award number 00011503 and projcct number 00080119

For the period from 1 January 2011 to 3l December 2011

Audit objectives

we have been engaged by the Regional Audit Centre lor Asia and the Paciflc, Ofiice ofAudit &
Investigation, United Nations Development Programnc (LNDP), lo carry out an arrdir of
Supporting Local Developmcnt in Chittagong Hill Tracts having award number 00011501 and

project number 000801 19 (the "Project") for the period from 1 January 20I I to 31 December 201 l.
The terms ofreference ofihe audit sen'ices include:

. Express an opinion on whcther the combined dclivery repof lor the period lrom 1 January

2011 to 3l December 2011 presents fairly, in all material respects, the expenditLrres

incuned by the Project in accordance uith UNDP accounting policics and that the

expenditures incun'cd werei (i) in conlomiB, with the approved Project budget; (ii) for the
'approved purposes of the Projcct, (iii) incuned in compliance with the relevant regulations

and ru1es, policics and procedures ol fli{DP; and (iv) suppofted by properly approved

vouchers and other supporting documents. 'l he combined delivery repoft is the mandatory

and official slatemcnt of expendilLrre to be audited and other forms of statement of
expcnditure that may be prepared by the Project olfice are not eccepted.

. Lxprcss an opilion on whcficr the Project's starcment of assets and equipments as at 3 ]

Decenber 2011 presents fairly, in all material respccts, the balance ol asscts and

equipments of the Projects. This siatement must ircludc all assets and equipments

availablc as at 3 I December 201 1 and Dot only ihosc acquired in 20 I l.

. Express an opinion on whether thc statemenl olcash position held by the Project presents

fairly the cash and bank balance ofthe Project as at il December 2011. As a dedicated

bank account for the Project had not been established, exprcssing an opinion on the cash

position as at 3 I Decerr ber 20 I 1 was excluded lrom the scopc of the audit.

. Provide an ovcrall assessment ofthe operational and internal control systems that are in
place for the management ofthe Projcct.



Rahman Rahman Huq
Chart.r.d A..6uniinrc

Scope ofthe audit

A. Financial audit

The financial statement audit was conducted in accordance with the lntemational
Standards ofAuditing (the "ISA") covering the following:

(a) The expenditure incurred and recorded in the combined delivery report (lhe
"CDR") of the Project during the period from I January to 3 1 December 201 l ;

(b) The value and existence ofthe assets and equipments held by thlr Project as at 31

December 2011.

(c) Expressing an opinion on whcther the statement of cash position held by the

Project presents lairly the cash and bank balance oflhe Project as at 31 December

2011. As n dedicated bank account for the Project had not beeD established,

expressing an opinion on the cash position as at 31 December 201 I \ras excluded

from the scope ofthe audit.

B. Test ofopcrating effectiveness olcontrol

We have conductcd thc tcst of operating effectiveness olcontrol in accordance with the

Guidance for Audit Firms-Audit of Intemal Control and Systems in a Direcl
lmplemeniation (DIM) Project and the International Standards of Auditing coverjng the

lollowing areas:

i. Organisation and staffing
ii. Proiect management
iii. IIuman resources
iv. Financial and cash management
v, Procurement
vi. Assets management
vii. Gcncraladministration

Each ofthe above arexs audiied was found to be satisfactory as no high or medium rated

issues were identified, except for financial and cash management whcre one medium rated

issue was identifred.

l5
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Project Background

The Project is a componcnt of thc Chittagong Hill Tracts Development Facili6, (the "CIITDF).
The target region ofthe Project is Chinagong Hill Tracts (the "CHT"), Bangladesh. The European
Union signed the Project in October 201 1. The aotivities of the Project started from January 201 1

and continue upto l0 September 2013.

The ove.all objectivc ol the Pro.ject is ro create an enabling environmenl for Iocal development
contributing to the achicvcment of local Millennium Development Goals targets in the CHT
region. Thc Project addresses capacity development of the government institutions including the
CHT regional council, hill district council, upazilas and union parishads to suppon local
development in partnership rvith Para Development Committees and Para Nari Development
Groups.

The Project provides integrated support lor the fbllo\lingl

Local govemrnent institutions, traditional institutions, civil sociery and communir)
counterparts for capacity developnent;

. Marginaliscd and vLrlnerable groups, including gender bascd and small elhnic minority
.froups for econornic empo\\'crmcnt and capaciiy building;

Communities and the government agencies to deliver services and implemenl development

actions.

The first specific objcctive of the Project is to increase the capaciqr ol the CHT instirutions to
deiiver services and support community development. This will enable rhe local govemment
institutions to advocale lor the CHT issues rvitl enhanced capacity. In particular, this will help
implemenlation ofthe CHT Peace Accord by enhancing the clarity and consensus on issues lacing
the CHL The increased capacify ofthc CI{T institution will also faoilitate improved management
systems for decentralized service delivery. The first specific objective is also expected to enhance
participatory planning, budgeting, monitoring mcchanisms among CHT institutions and
stakeholders to contdbute towards achievement ofthe MDGs. The second specific objectivc
ofthe Project is to empower the local organisations and communities, and to enhance their capaciq/
to manage their own development. This $,ill enable the communities to plan and implement small-
scale communiry projects. Also the communities will have increascd access to economic
oppoftunities and Iocal senices through increased market linkages and increased savings.
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Audit observation

Obsenation No:
Audit area:
Issue title:

Rahman Rahman Huq
Cha*.r.d Ac.. nirnr.

I
ninancial & cash managcmcnt
Overstatement at the CDR for the Project number 00080119

Obsereation

Per generally accepted standards, the combined deli\,ery repo( for the Supponing Local
Development in Chittagong Hill Tracts having arvard number 00011503 and project number
000S0ll9lortheyearendedllDecember20llshouldhavebeenchargcdwithcxpcnditurethatis
attributable to thc Pro.jcct. Ilouever, thc combincd delivcry rcport lor the Project for the year

cnded S l Decembcr20ll included expenditure of$242,816 lvhich,s attributable tolwo separale
projects having project nurnber 00063953 and project nLrmber 00063952 witlrin rhe samc award
number 00011503 fundcd by the samc donor. As such the combined delivery repoft for the )ear
has bccn overstated by total expenditure ot' $242,816 that is not attributable to the Project.
Subsequently, in 2012, this expenditure had been reversed and cha.ged to the appropriatc pro.jects

i.e. project number 00063953 and proiect number 00063952.

Risk

.4s the said expenditures were not incurred for the purpose of dre audited Project 00080119, the
combined delivery repo( for 20 I I is overslaled by the said amount.

Priority

Medium

Recommendation

The Project should ensure that the expendilure rccorded in drc combincd delivery report for the
year should only rclate to that proiect.

Management comments

We lake note of Iour obsen,ation that there is an overstatement at the Project level, however, as

far as the CDR lor the award number 0001150i lor the vear 20ll is concerned. there is no

overstatement overalL

Dhaks, 1l March l0ll
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Rahman Rahman Huq
Chartered A..6unianrs

Annexure I

Definition of Standard Audit Ratings

Standard Ratins

Satis.factoty

P ar tially s atisfacta ty

Unsatislactory

Dcfinition

lntemal controls, governance and risk management

processes were adequately established and functioning
well. No issues were identified that would significantly
aflect the achievement ofthe objectives ofthe Project.

Intemal controls, govemance and risk management
processes were generally established and functioning, but
needed improvement. One or several issues were identified
that may negatively affect the achievement ofthe objectives

ofthe Project.

Intemal controls, govemance and risk management

processes were either not established or not functioning
well. The issues identified were such that on the

achievement ofthe overall objectives ofthe Project could be

seriously compromised.
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Low

Rahman Bahman Huq
Chador.d A..ounr:nrs

Annexure II

Categorisation of Audit Recommendations

Prioritv

High (Oitica,

Medinn (lt portant)

Definition

Action is conside.ed imperative to ensure that UNDP is not
exposed to high risks. Failure to take action could r€sult in

major consequences and issues.

Action is considered necessary to avoid exposure

significant risks. Failure to take action could result
signifi cant consequences.

Action is considered 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 thc Office managemcnt, eiiher during the exit
meeting or through a separate memo subsequent to the

fieldwork. Therefbre, low priority recommendations are lqt
included in this Rcport.

to
in
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