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1. EXECUTIVE SUMMARY 

 

Deloitte Touche Tohmatsu Limited conducted the financial audit of Support to the 

Establishment of Indonesia REDD+ Infrastructure and Capacity: Transition Phase 

(Project ID: 75619 and Output #: 87420, 87421, 87422, 87423, 96923, 96924, 96925, 

96926, 96927, 96930 and 96932) (“the project”), which is directly implemented (DIM) 

by the UNDP Country Office in Indonesia for the year ended 31 December 2016. The 

audit was undertaken on behalf of UNDP, Office of Audit and Investigations (OAI). 

 

1. Background of the Project 

 

Reducing greenhouse gas Emission from Deforestation and forest Degradation 

(REDD+) is a US$ 1 billion cooperation program between the Government of 

Indonesia and Government of Norway to reduce deforestation and land 

degradation in Indonesia’s substantial forest cover.  

 

The Transition Phase of REDD+ intended to continue the preparation for REDD+ 

Phase 2, with a focus on providing technical support to the Ministry of 

Environment and Forestry (MoEF) on five other priority REDD+ programs based 

on the foundational work completed in Phase 1 and by the former National 

REDD+ Agency, and in line with the objectives of Indonesia’s National Medium-

Term Development Plan (RPJM-N) 2015-2019. The transition phase focused on a 

transition arrangement of the Partnership, which build on the achievements of the 

results of the first phase, while preparing the start of Phase 2 (2017-2018) of the 

Partnership in 2016. 

 

Transition Phase consist of: 

1. Fire Prevention: Preventive capacity of five fire prone provinces is increased 

and incidence of forest and peat fire reduced. 

2. Law Enforcement: Legal reform pursued and better law enforcement 

promoted for the implementation of REDD+. 

3. Conflict Resolution: Improved management of land-related conflicts in the 

context of two priority national parks. 

4. Customary Communities: Recognition and protection of the rights of 

customary law communities (MHA) advanced through institutional and 

technical support. 

5. Social Forestry: Improved community welfare and sustainable land and forest 

management through social forestry. 

6. Phase 2 Preparation: Required institutions and systems in place to start  

Phase 2. 
 

2. Audit Objective  

 

The objective of the financial audit is to express an opinion on a project’s financial 

statements which include: 

 

2.1 Expressing an opinion on whether the financial expenses incurred by the 

project over a specified period and the funds utilization 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  
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(iv)   supported by properly approved vouchers and other supporting 

documents.  

 

2.2 Expressing an opinion on whether the statement of fixed assets presents 

fairly the balance of assets of the UNDP project as at a given date. This 

statement include all assets available as at 31 December 2016 and not only 

those purchased in a given period.  

 

2.3 As may be applicable, provide the progress made in implementing the 

recommendations raised in a previous year audit report. 

 

3. 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:  

a.  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  

b.  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.  

 

3.1 The audit cover all activities of the project Support to the Establishment of 

REDD+ Infrastructure and Capacity – Transition Phase during the period 

from 1 January to 31 December 2016; and include a review of project 

reports and records located at the UNDP country office in Indonesia. 

 

3.2     The audit covers the following:  

 

3.2.1 The expenses incurred and recorded in the Combined Delivery 

Reports (CDR) of the project Support to the Establishment of 

REDD+ Infrastructure and Capacity – Transition Phase during the 

period from 1 January 2016 to 31 December 2016 and the Funds 

Utilization statement as at 31 December 2016, as reported by the 

Office in Indonesia;  

 

 

  The summary of our scope in the expenditures is as follows: 

 

Total expenditures Not included in 

our audit scope 

Included in our 

audit scope 

US$11,484,381.72 US$209,005.24 US$11,275,376.48 

 

 The expenditures is not included in our audit scope due to reasons 

stated in point 3a and 3b amounting to US$ 209,005.24 and nil, 

respectively. 

 

3.2.2. The value and existence of the fixed assets held by the project 

Support to the Establishment of REDD+ Infrastructure and Capacity 

– Transition Phase as at 31 December 2016. 
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2. FINANCIAL AUDIT REPORTS 
 

SR117 0248 UNDP RRS 

 

To the Director,  

Office of Audit and Investigations 

 

2.1 Independent Auditor’s Report to UNDP - Support to the Establishment of Indonesia 

REDD+ Infrastructure and Capacity: Transition Phase  

 

Statement of Expenditure – Project ID 75619 

 

We have audited the accompanying Combined Delivery Report (CDR) and Funds 

Utilization statement (“the statement”) of the UNDP project ID 75619, ‘Support to the 

Establishment of Indonesia REDD+ Infrastructure and Capacity: Transition Phase’ for the 

period 1 January 2016 to 31 December 2016.   

 

The CDR expenditure totaling US$11,484,381.72, is comprised of expenditure directly 

incurred by the UNDP Country Office in Indonesia for an amount of US$11,275,376.48 

and expenditure incurred by entities other than the Country Office for an amount of 

US$209,005.24. Our audit only covered the expenditure directly incurred by the UNDP 

Country Office in Indonesia of US$11,275,376.48.  

 

Opinion 

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

material respects, the expenses of US$11,275,376.48 directly incurred by the UNDP 

Country Office in Indonesia and charged to the project for the period 1 January 2016 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 
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SR117 0249 UNDP RRS 

 

To the Director,  

Office of Audit and Investigations 

 

2.2 Independent Auditor’s Report to UNDP - Support to the Establishment of Indonesia 

REDD+ Infrastructure and Capacity: Transition Phase  

 

Statement of Asset and Equipment – Project ID 75619 

 

We have audited the accompanying statement of fixed assets of the UNDP project ID 

75619, ‘Support to the Establishment of Indonesia REDD+ Infrastructure and Capacity: 

Transition Phase’, as at 31 December 2016. 

 

Opinion  

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

material respects, the assets status of the UNDP project ID 75619 ‘Support to the 

Establishment of Indonesia REDD+ Infrastructure and Capacity: Transition Phase’, 

amounting to US$ 196,854 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 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 fixed asset 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 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 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 
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To the Director,  

Office of Audit and Investigations 

 

2.3 Independent Auditor’s Report to UNDP - Support to the Establishment of Indonesia 

REDD+ Infrastructure and Capacity: Transition Phase  

 

Statement of Cash – Project ID 75619 

 

 

We noted that the UNDP DIM project ID 75619 ‘Support to the Establishment of 

Indonesia REDD+ Infrastructure and Capacity: Transition Phase’ did not have a 

dedicated bank account for DIM project activities subject to audit and accordingly a 

Statement of Cash  was not produced. 
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3. NOTES TO THE FINANCIAL STATEMENTS 
 

3. 1 Significant accounting policies  

 

 3.1.1   Basis of accounting 
 
The financial statements comprised the Combined Delivery Report (CDR), 
Statement of Fixed Assets and Statement of Cash (this statement was not 
provided as there was no separate bank account for the project). These 
financial statements were prepared under the historical cost convention 
and in accordance with UNDP reporting policies and procedures.  
 
The project CDR was prepared in accordance to the UNDP accounting 
policies and the expenses accounted for on actual basis which is based on 
Purchase Orders (PO) raised. 

 
3.1.2 Expenditure  
  

Disbursements are recognized when they are actually incurred according 
to the agreement / purchase order and are adjusted for encumbrance’s 
account which represents any open purchase order which is not yet 
executed at end of reporting period.   

 
 3.1.3 Currency 
   

The presentation currency of the CDR and the financial summary is the 
US$ which is the currency of the reporting system and the CDR. 
 
Disbursements in Indonesian Rupiah or any other currency are converted 
into US$ equivalent using the exchange rate applied by UNDP on 
transaction dates. 

 
3.1.4 Fixed assets 

 
Tangible assets purchased during the period at a cost of US$ 1,500 
(individually) and above and match UNDP’s use and control principle are 
recorded in ATLAS, capitalization is done and depreciation charged as 
expense within the reporting period.  
 
Any intangible assets which establish use and control principle with UNDP 
is recognize as intangible assets. During the period there is no such asset 
recognized. 

 
3.1.5 Commitments  
  

This represents a legal and financial obligation arising from a contract, 
agreement, or other form of undertaking by UNDP, which are pending 
execution amounting to US$ 7,664.20 as of 31 December 2016. 
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3.2 Summary of Expenses 
 

 3.2.1 A summary of expenses is as shown below  
 

 

Total expenditures Not included in 

our audit scope* 

Included in our 

audit scope 

US$11,484,381.72 US$209,005.24 US$11,275,376.48 

 
 *This amount relates to expenses processed and approved in locations 
outside the country. Supporting documentation is not retained at the level 
of the UNDP country office hence they were not within the scope of the 
audit. 
 
As per the audit terms of reference these costs are outside the scope of 
audit: 
 

Account code as 

per CDR Account Description Amount (US$)

61305 Salaries - IP Staff 17,914.99        

61310 Post Adjustment - IP Staff 6,503.14          

62305 Dependency Allowances-IP Staff 1,464.51          

62310 Contrib to Jt Staff Pens Fd-IP 5,354.50          

62315 Contrib. to medical, social in 777.85             

62340 Annual Leave Expense - IP 1,221.42          

63335 Home Leave Trvl & Allow-IP Stf 924.99             

63530 Contribution to EOS Benefits 915.69             

63535 Contribution to Security 1,037.77          

63540 Contribution to Training 293.02             

63545 Contribution to ICT 366.28             

63550 Contributions to MAIP 61.05               

63555 Contribution to UN JFA 793.59             

63560 Contributions to Appendix D 61.05               

65115 Contributions to ASHI Reserve 1,953.46          

65135 Payroll Mgt Cost Recovery ATLA 193.14             

71205 Intl Consultants-Sht Term-Tech (661.20)            

71211 Intl Consult Security Charge 1,075.70          

71360 Local Consult-Security 10,236.47        

71505 UN Volunteers-Stipend & Allow 12,330.61        

71520 UNV-Language Allowance 288.33             

71535 UNV-Medical Insurance 701.52             

71540 UNV-Global Charges 545.52             

71541 UNVs-Contribution to security 524.04             

71545 UNV-Home Leave Travel & Allowa 46.13               

71550 UNV-Resettlement Allowance 1,153.33          

71560 UNV-Intl Appoint/Sep incl Trvl 1,800.00           
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Account code as 

per CDR Account Description Amount (US$)

71590 UNV Development Effectiveness 5,844.66          

71605 TRAVEL TICKETS-INTERNATIONAL 2,246.42          

71615 DAILY SUBSISTENCE ALLOW-INTL 2,956.00          

75705 Learning costs (2,638.06)         

76110 Foreign Exch Translation Loss 4,007.20          

76125 REALIZED LOSS 3.25                 

77305 Salaries - IP Staff-TA 76,238.47        

77310 Post Adjustment - IP Staff-TA 27,320.33        

77315 Contrib-Med,SocIns-IP Staff-TA 1,211.67          

77357 Repat. Grt/Comm Ann Lv-IP-TA 2,069.78          

77375 Contrib-Jt Staff Pens Fd-IP-TA 11,171.73        

77385 Contribution to Security 4,401.49          

77386 Contribution to ICT_TA 1,553.39          

77395 MAIP Premium TA/IP 258.88             

77396 PAYROLL MGT COST RECOVERY 1,030.08          

77397 Appendix D TA/IP 258.88             

77640 Dep Exp Owned - F&F 450.99             

77670 Dep Exp-Hvy Mac & Equip 2,743.18          

Total 209,005.24    
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Annexes 

 

 

Annex 1: Combined Delivery Report and Funds Utilization Statement for the 

Year Ended 31 December 2016 
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Annex 2: Statement of Fixed Assets as at 31 December 2016 
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