@
UNITED NATIONS DEVELOPMENT PROGRAMME
Office of Audit and Investigations [U[N|

Empowered lives.
Resilient nations.

AUDIT
OF

UNDP BOSNIA AND HERZEGOVINA

STRENGTHENING THE ROLE OF LOCAL COMMUNITIES,
REVITALIZING LOCAL COMMUNITIES
(Directly Implemented Project No. 80525, Output No. 90164)

Report No. 2075
Issue Date: 23 July 2019



United Nations Development Programme
Office of Audit and Investigations

-- &

Empowered lives.
Resilient nations.

Report on the Audit of UNDP Bosnia and Herzegovina
Strengthening the Role of Local Communities,
Revitalizing Local Communities
(Project No. 80525, Output No. 90164)
Executive Summary

The UNDP Office of Audit and Investigations (OAl), through KPMG SA (the audit firm), from 13 to 31 May 2019,
conducted an audit of Strengthening the Role of Local Communities, Project No. 80525, Revitalizing Local
Communities, Output No. 90164 (the Project), which is directly implemented and managed by the UNDP
Country Office in Bosnia and Herzegovina (the Office). The last audit of the Project was conducted by OAlI,
through Deloitte d.o.o. Sarajevo in 2018 and covered project expenses from 1 January to 31 December 2017.

The audit firm conducted a financial audit to express an opinion on whether the financial statements present
fairly, in all material aspects, the Project's operations. The audit covered the Project’s Combined Delivery Report,
which includes expenses for the period from 1 January to 31 December 2018 and the accompanying Funds
Utilization statement' as of 31 December 2018 as well as Statement of Assets and Statement of Cash as of 31
December 2018.

The audit was conducted under the general supervision of OAl in conformance with the International Standards
for the Professional Practice of Internal Auditing.

Audit results

Based on the audit report submitted by the audit firm, the results are summarized in the table below:

Project Expenses Project Assets Cash
Amount Opinion Amount Opinion Amount Opinion
(in $“000) (in $'000) (in $'000)
2,333 Unmodified 33 Unmodified 1,428* Unmodified

*The amount is the equivalent to BAM 2,443,893 (converted at the UN Operational Rates of Exchange rate as of
31 December 2018).

The audit did not result in any recommendations.
Implementation status of previous OAl audit recommendations

The previous audit (Report No. 1937, issued on 6 July 2018) did not result in any recommendations.

! The Funds Utilization statement includes the balance, as at a given date, of five items: (a) outstanding advances received by the project; (b)
undepreciated fixed assets used at the project level; (c) inventory held at the project level; (d) prepayments made by the project; and (e)
outstanding commitments held at the project level.
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Management comments and action plan

Comments and/or additional information provided have been incorporated into the report, where appropriate.

Antoine Khoury
Officer-in-Charge
Office of Audit and Investigations

Audit Report No. 2075, 23 July 2019: UNDP Bosnia and Herzegovina, DIM Project No. 80525 Page i




United Nations Development Programme
(UNDP)

Report of the Independent Auditor on
the United Nations Development Programme (UNDP)
Directly Implemented (DIM) Project Id 00080525
“Strengthening the role of local communities” - Output
no. 00090164 “Revitalizing Local Communities”
- Sarajevo, Bosnia and Herzegovina -
For the period from 1 January to 31 December 2018

KPMG SA
Geneva, 12 July 2019
Ref. PHP/HMW/lte



KPMG

United Nations Development Programme (UNDP)

Report of the Independent Auditor on the United Nations Development
Programme (UNDP) Directly Implemented (DIM) Project Id 00080525
“Strengthening the role of local communities” - Output no. 00090164
“Revitalizing Local Communities” - Sarajevo, Bosnia and Herzegovina -
For the period from 1 January to 31 December 2018

TABLE OF CONTENTS
Executive Summary 2
Audit Objectives and Scope 3
Independent Auditors’ Report:
Project Financial Position 4
Statement of Fixed Assets 6
Statement of Cash 8

Annexes :

Annex 1:

Annex 2:

Annex 3:

Annex 4:

Combined Delivery Report (CDR) and Funds Utilization Statement in USD 10
Combined Delivery Report (CDR) and Funds Utilization Statement in CHF 20
Statement of Fixed Assets 30

Statement of Cash 32



KPMG

KPMG SA

Audit Western Switzerland

111 Rue de Lyon PO Box 347 T +41 58 249 25 15
CH-1203 Geneva CH-1211 Geneva 13 E infogeneva@kpmg.com

Executive Summary

KPMG Geneva conducted the financial audit of UNDP Project Id 00080525 “Strengthening the role of
local communities” - Output no. 00090164 “Revitalizing Local Communities” (the project) for the
period from 1 January to 31 December 2018. 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:

Project Financial Position Unmodified
Statement of Fixed Assets Unmodified
Statement of Cash Unmodified

There were no reportable findings with a Medium or High priority rating consequently we do not provide
a management letter.

The Project Id 00080525 “Strengthening the role of local communities” - Output no. 00090164
“Revitalizing Local Communities” was audited in the prior year (audit ID 1937 issued on 6 July 2018).
The audit did not result in any recommendations.

KPMG SA

e |
Pierre-Henri Pingeon Henri Mwaniki
Partner Senior Manager

Geneva, 12 July 2019

KPMG AG/SA, a Swiss corporation, is a subsidiary of KPMG Holding AG/SA, which is a Cfu_‘7 EXPERTSsuisse Certified Company
member of the KPMG network of independent firms affiiated with KPMG International 2
Cooperative (“"KPMG International”), a Swiss legal entity.



United Nations Development Programme (UNDP)
Report of the Independent Auditor on the United Nations Development
Programme (UNDP) Directly Implemented (DIM) Project Id 00080525

“Strengthening the role of local communities” - Output no. 00090164
“Revitalizing Local Communities” - Sarajevo, Bosnia and Herzegovina -
For the period from 1 January to 31 December 2018

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 2018 and the fund utilization statement, the accounts receivable
and the 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. The Combined Delivery Report (CDR) and
the accompanying Funds Utilization statement are the mandatory and official Statements. Other
forms of Statements of expenses that may be prepared by a project office are not accepted.
Specifically:

I.  Expressing an opinion on the projects’ expenditure expressed in both USD and CHF;
IL. Including in the audit report two versions of the CDR, one version extracted from Atlas
in USD and another version converted manually in CHF; and
HI.  Verifying the conversion done manually by the COs from USD to CHF.

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. The opinion is rendered on the Net Book value balance of the
Assets. 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 held by the project presents fairly the
cash and bank balance of the project as at 31 December 2018. Disbursements made against a
DIM project are usually financed from regular country office bank accounts. Exceptionally, a
dedicated account may be opened and used solely for the cash transactions of a DIM project,
e.g. if the project is in a remote location. The audit firm is required to express an opinion on the
Statement of Cash only where a dedicated bank account for the DIM project has been
established. 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.

e As may be applicable, provide the progress made in implementing the recommendations raised

in a previous year audit report.

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 2018. 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
Project Financial Position

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

We have audited the financial position of UNDP Project Id 00080525 “Strengthening the role of local
communities” - Output no. 00090164 “Revitalizing Local Communities” which include: (a) the
accompanying Combined Delivery Report (CDR) and Funds Utilization statement (“the
statement”); and (c) the project related accounts receivable and account payable.

Unmodified Opinion

In our opinion, the attached CDR and the Funds Utilization statement presents fairly, in all material
respects, the expenses of USD 2,333,250.19 (CHF 2,291,971.70) directly incurred by the UNDP
Country Office in Bosnia and Herzegovina 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 unmodified 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.

KPMG AG/SA, a Swiss corporation, is a subsidiary of KPMG Holding AG/SA, which is a Cfil5 EXPERTsuisse Certified Company
member of the KPMG network of independent firms affiliated with KPMG International
Cooperative ("KPMG International”), a Swiss legal entity
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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:

o  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.

e  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

e |
Pierre-Henri Pingeon Henri Mwaniki
Partner Senior Manager

Geneva, 12 July 2019
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Independent Auditors’ Report
Statement of Fixed Assets

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

We have audited the accompanying Statement of Fixed Assets of the UNDP Project Id 00080525
“Strengthening the role of local communities” - Output no. 00090164 “Revitalizing Local
Communities” as at 31 December 2018.

Unmodified Opinion

In our opinion, the accompanying statement of fixed assets presents fairly, in all material respects, the
assets status of the UNDP Project Id 00080525 “Strengthening the role of local communities” - Output
no. 00090164 “Revitalizing Local Communities” amounting to USD 33,391.42 (CHF 32,957.33) as at
31 December 2018 in accordance with UNDP accounting policies.

Basis for unmodified 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 statement of
fixed assets that is free from material misstatement, whether due to fraud or error.

Auditor’s responsibilities for the audit

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.

KPMG AG/SA, a Swiss corporation, is a subsidiary of KPMG Holding AG/SA, which is a Cfil5 EXPERTsuisse Certified Company
member of the KPMG network of independent firms affiliated with KPMG International
Cooperative ("KPMG International”), a Swiss legal entity
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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:

o 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.

e  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

=c
Pierre-Henri Pingeon Henri Mwaniki
Partner Senior Manager

Geneva, 12 June 2019
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Independent Auditors’ Report
Statement of Cash

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

We have audited the accompanying Statement of Cash of the UNDP Project Id 00080525 “Strengthening
the role of local communities” - Output no. 00090164 “Revitalizing Local Communities”™ as at
31 December 2018.

Unmodified Opinion

In our opinion, the accompanying statement of cash presents fairly, in all material respects, the cash and
bank balance of the UNDP project ID 80525 “Strengthening the role of local communities — Output
ID 90164 “Revitalizing Local Communities” amounting to USD 1,427,507.44 (BAM 2,443,892.73)
as at 31 December 2018 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.

KPMG AG/SA, a Swiss corporation, is a subsidiary of KPMG Holding AG/SA, which is a Cfil5 EXPERTsuisse Certified Company
member of the KPMG network of independent firms affiliated with KPMG International
Cooperative ("KPMG International”), a Swiss legal entity
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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:

e 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.

e 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

e |
Pierre-Henri Pingeon Henri Mwaniki
Partner Senior Manager

Geneva, 12 July 2019
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Combined Delivery Report by Activity
in USD

UN Development Programme

Funds Utilization

Project/Award: 00080525 Social Inclusion in Local Comm Governan: Period : Period: As Of Dec 31, 2018

Output #: 00090164  Impl. Partner : 99999 UNDP UNDP AMOUNT
Outstanding NEX advances 0.00
Undepreciated Fixed Assets 33,391.42
Unamortized Intangible Assets 0.00
Inventory 0.00
Prepayments 0.00
Commitments 0.00
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Annex 2: Combined Delivery Report (CDR) and Funds Utilization Statement in CHF
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UN Development Programme

Combined Delivery Report by Activity
in CHF

Funds Utilization

Project/Award: 00080525 Social Inclusion in Local Comm Governan: Period : Period: As Of Dec 31, 2018

Output #: 00090164  Impl. Partner : 99999 UNDP UNDP AMOUNT
Outstanding NEX advances 0.00
Undepreciated Fixed Assets 32,957.33
Unamortized Intangible Assets 0.00
Inventory 0.00
Prepayments 0.00
Commitments 0.00
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Annex 3: Statement of Fixed Assets
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Annex 4: Statement of Cash
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