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Executive Summary 

KPMG Geneva conducted the financial audit of UNDP project ID 80522 - Output ID 90162 “Municipal 
Environmental and Economic Governance (MEG)” (the project) for the period 
1 January to 31 December 2016. The audit was undertaken on behalf of the Office of Audit and 
Investigations (OAI) United Nations Development Programme (UNDP). 

We have issued audit opinions as summarized in the table below and as detailed in the next section: 

Statement of Expenditures Unmodified 
Statement of Fixed Assets Not Applicable 
Statement of Cash Position Unmodified 

There were no reportable findings with a Medium or High priority rating consequently we do not provide 
a management letter. Further there were no recommendations made from the prior period audit. 

KPMG SA 

Karina Vartanova  Henri Mwaniki 
Director 

Geneva, 21 July 2017 
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Report of the Independent Auditor on the United Nations Development Program (UNDP) 
Directly Implemented (DIM) Project No 80522 

“Municipal Environmental and Economic Governance (MEG) - Output no. 90162” 
-Bosnia and Herzegovina- 

For the year ended 31 December 2016

Audit Objectives and Scope 

The objective of the financial audit was to express an opinion on the project`s financial statements which 
include: 

• Expressing an opinion on whether the financial expenses incurred by the project between
1 January and 31 December 2016 and the fund utilization as at 31 December 2016 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. Other forms
of Statement of expenses that may be prepared by a project office are not accepted.

• Ensuring that project expenditures in the standard audit opinion express both USD and CHF
equivalent amounts; verifying that the US$ extracted version of the combined delivery report
and funds utilization statement from atlas was appropriately translated into CHF equivalent
amounts and that both reports were attached to the opinion.

The Combined Delivery Report (CDR) and the Funds Utilization statements are the mandatory
and official Statement upon which the audit opinion should be expressed. Other forms of
Statement of expenses that may be prepared by a project office are not accepted.

• Expressing an opinion on whether the Statement of Fixed Assets presents fairly the balance of
assets of the UNDP project as at 31 December 2016. This Statement must include all assets
available as at 31 December 2016 and not only those purchased in a given period. Where a DIM
project does not have any assets or equipment, it will not be necessary to express such an
opinion.

• Expressing an opinion on whether the Statement of Cash presents fairly the cash and bank
balance of the project as at 31 December 2016. Where a DIM project does not have a dedicated
bank account for the project, it will not be required to express such an opinion.

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

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project, between 1 January and 31 December 2016. The scope of the audit did not include: 

• Activities and expenses incurred or undertaken at the level of “responsible parties” or other UN
agencies, 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
Offices and UNDP Headquarters and where the supporting documentation is not retained at the
level of the UNDP country office.
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Independent Auditors’ Report 
Statement of Expenditures 

To: The Director of the Office of Audit and Investigations (OAI) 
       United Nations Development Programme (UNDP) 

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization statement 
(“the statement of Expenditures”) of the UNDP project ID 80522 - Output no. 90162 “Municipal 
Environmental and Economic Governance (MEG)” for the period 1 January to 31 December 2016. 

The CDR expenditure totaling USD 363,118.97 (CHF 362,856.04), is comprised of expenditure directly 
incurred by the UNDP Country Office in Bosnia and Herzegovina for an amount of USD 336,221.04 
(CHF 335,938.90) and expenditure incurred by entities other than the Country Office for an amount of 
USD 26,897.93 (CHF 26,917.42). Our audit only covered the expenditure directly incurred by the 
UNDP Country Office in Bosnia and Herzegovina of USD 336,221.04 (CHF 335,938.90). 

Unmodified Opinion 
In our opinion, the attached CDR and the Funds Utilization statement  presents fairly, in all material 
respects, the expenses of USD 336,221.04 (CHF 335,938.90) directly incurred by the UNDP Country 
Office in Bosnia and Herzegovina and charged to the project for the period 1 January to 
31 December 2016 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 Utilization 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. 

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.  
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 Report of the Independent Auditor on the United Nations Development Program (UNDP) 
Directly Implemented (DIM) Project No 80522 

“Municipal Environmental and Economic Governance (MEG) - Output no. 90162” 
-Bosnia and Herzegovina- 

For the year ended 31 December 2016

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 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. 

KPMG SA 

Karina Vartanova  Henri Mwaniki 
Director 

Geneva, 21 July 2017 
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Independent Auditors’ Report 
Statement of Cash Position 

To: The Director of the Office of Audit and Investigations (OAI) 
       United Nations Development Programme (UNDP) 

We have audited the accompanying Statement of Cash Position of the UNDP project ID 80522 - Output 
ID 90162 “Municipal Environmental and Economic Governance (MEG)” as at 31 December 2016. 

Unmodified Opinion 
In our opinion, the accompanying statement of cash position presents fairly, in all material respects, 
the cash and bank balance of the UNDP project ID 80522 - Output ID 90162 “Municipal 
Environmental and Economic Governance (MEG)” amounting to USD 2,386,833.25 
(BAM 4,460,991.34) as at 31 December 2016 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 cash 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. 

Management Responsibilities 
Management is responsible for the preparation of the statement of cash of the project, and for such 
internal control as management determines is necessary to enable the preparation of a statement of cash 
that is free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 
Our objectives are to obtain reasonable assurance about whether the statement of cash 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.  
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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 cash, 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. 

KPMG SA 

Karina Vartanova  Henri Mwaniki 
Director 

Geneva, 21 July 2017
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Account code per 
CDR report

Expense Category
Inscope expenses in 

USD
Out of scope 

expenses in USD
Total expenses as 

per CDR
64398 Direct Project Cost-Staff 10,222.70 - 10,222.70 
71205 Intl Consultants-Sht Term-Tech 2,441.61 - 2,441.61 
71211 Intl Consult Security Charge 103.77 - 103.77 
71305 Local Consult-Sht Term-Tech 67,613.27 - 67,613.27 
71360 Local Consult-Security 1,370.68 - 1,370.68 
71405 Service Contracts-Individuals 72,326.47 - 72,326.47 
71410 MAIP Premium SC 163.44 - 163.44 
71415 Contribution to Security SC 2,778.14 - 2,778.14 
71615 Daily Subsistence Allow-Intl 504.00 - 504.00 
71620 Daily Subsistence Allow-Local 2,218.35 - 2,218.35 
71635 Travel - Other 3,703.01 - 3,703.01 
72105 Svc Co-Construction & Engineer 144,070.93                - 144,070.93                
72311 Fuel, Petroleum and Other Oils 1,245.11 - 1,245.11 
72420 Land Telephone Charges 168.10 - 168.10 
72425 Mobile Telephone Charges 11.28 - 11.28 
72430 Postage and Pouch 11.20 - 11.20 
72505 Stationery & other Office Supp 623.11 - 623.11 
72805 Acquis of Computer Hardware 11,430.77 - 11,430.77 
72815 Inform Technology Supplies 2,103.13 - 2,103.13 
73105 Rent 2,045.23 - 2,045.23 
73110 Custodial Cleaning Services 114.01 - 114.01 
73125 Common Services-Premises 3,883.47 - 3,883.47 
73315 Leasing of Hardware 415.00 - 
74210 Printing and Publications 455.90 - 455.90 
74220 Translation Costs 1,172.98 - 1,172.98 
74225 Other Media Costs 1,458.03 - 1,458.03 
74510 Bank Charges 446.24 - 446.24 
74525 Sundry 21.09 - 21.09 
74598 Direct Project Costs - GOE 1,242.84 - 1,242.84 
75105 Facilities & Admin - Implement - 26,897.93 26,897.93 
75710 Participation of Counterparts 1,860.41 - 1,860.41 
76125 Realized Loss 3.66 - 3.66 
76135 Realized Gain (6.89) - (6.89) 
Total 336,221.04 26,897.93                  363,118.97 
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