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Executive Summary
From 19 August to 30 September 2013, the Office of Audit and Investigations (OAI) of the United Nations
Development Programme (UNDP), through Deloitte Audit s.r.o. (the audit firm), conducted an audit of EU Border
Assistance Mission - 9, Project No. 79895 (the Project), which is directly implemented and managed by the UNDP
Country Office in Ukraine (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 2008.
The Project reported expenditure totalling $16 million during the period from 1 January 2012 to 30 June 2013.
The Project was funded by the European Commission.
Audit scope and objectives
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 Statement of Expenditure
(Combined Delivery Report) for the period from 1 January 2012 to 30 June 2013 and Statement of Assets as of 30
June 2013 and Statement of Cash Position as of 31 December 2012 and 30 June 2013.
Audit results
Based on the audit reports and corresponding management letter submitted by the audit firm, the results are
summarized in the table below:
Period

Project Expenditure
Amount
Opinion
(in $ ‘000)

Project Assets
Amount
Opinion
(in $’000)

Cash
Amount
(in $’000)

Opinion

Jan-Dec 2012

10,839

Unqualified

n/a

n/a

284

Unqualified

Jan-Jun 2013

5,191

Unqualified

202*

Unqualified

74.5

Unqualified

*The acquisition value for the assets in the statement of assests statement is $1,285,840

Key issues and recommendations
The audit raised two issues and resulted in two recommendations, both ranked medium (important) priority,
meaning “Action is required to ensure that UNDP is not exposed to significant risks. Failure to take action could
result in negative consequences for UNDP.” These recommendations include actions to address issues relating to
the procurement of low value items and unsigned lists of participants.
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1.

PART I - EXECUTIVE SUMMARY

1.1.

Purpose And Scope Of This Report

Based on Contract No. PS 2013/02 dated 6 June 2013 and following our appointment we have
performed an audit of one development project implemented by UNDP in Ukraine named “EU
Border Assistance Mission - 9” for the financial year 2012 and first half of financial year 2013.
The objective of the financial audit was to express an opinion on a project’s financial statements
and particularly to express an opinion on whether the statement of expenditure presents fairly the
expenditure incurred by the project over a specified period in accordance with UNDP accounting
policies and that the expenditures 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.
UNDP Office in Ukraine prepared statement of expenditure (Combined Delivery Report - CDR)
for the project and each year under the examination. We provided Auditor`s opinion on this
statement (Refer to the Part II of this Report). There were also assets recorded under audited
output therefore Statements of Fixed Assets was prepared. Also Statement of Cash Position was
prepared. Therefore our scope was to verify CDRs, Statements of Fixed Assets and Statement of
Cash Position.
1.2.

Project Identification Data

The following table summarizes the amount of expenditures (in USD) under examination:
Table 1
Project
number

Output Project name
number

42025

79895

EU Border Assistance
Mission - 9

Implementing
partner

2012

UNDP

10,839,268.45

H1/2013

Total

5,191,099.35 16.030.367,80
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1.3.

Background Information About Project

The overall objective of the project is to assist the Republic of Moldova and Ukraine in fulfilling
their commitments under the European Association process, thus also contributing to a peaceful
resolution of the Transnistria conflict.
Moreover, there were set specific goals to achieve the results of the project. These are:

Enhancing the effectiveness and efficiency of border and customs clearance and controls,
including the correct collection of customs revenues.

Enhancing the fight against corruption.

Provision of information on EUBAM and border and customs-related issues to the public.

Confidence building and contribution to the Transnistria conflict settlement process.
1.4.

Work Done

1.4.1. Expenditures verified
In average, we verified 38.22% of all reported expenditures as shown in the following table:
Table 2
Output

79895
79895

Year

No. of
samples

2012
H1/2013

168
145

Total expenditure as
per CDR (in USD)

10,839,268.45
5,191,099.35

Total expenditure tested

4,049,395.61
2,076,908.62

Percentage

37.36%
40.00%

1.4.2. On-the-spot audit
We performed part of fieldwork directly on-the-spot in the UNDP Ukraine Office premises in
Kiev during the period August 28 – September 4, 2013. The fieldwork was completed in
Bratislava.
Overall Audit timeline was as follows:
Table 3
Audit Phase
Planning
Fieldwork
- Of which on the spot audit
Reporting

Timeline
Aug 12 – 16, 2013
Aug 19 – Sept 30, 2013
Aug 19 – Aug 27, 2013
Oct 1 – 31, 2013
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1.5.

Conclusions

We identified certain weaknesses in project management controls which we assessed as medium
priority findings. They have no direct financial impact. Other identified findings were the ones
with low priority. There were no findings with high priority identified.
Our opinion on the CDR together with signed CDR and opinion on Statement of Fixed Assets
together with signed Statement of Fixed Assets is included in the Chapter 2 of this Report. Due to
the technical issue caused by incorrect entry in Atlas system there is a minor difference of
USD 1,054.99 between net book value amount stated in Statement of Fixed Assets and amount
stated in CDR. Statement of Fixed Assets states the correct amount of USD 202,292.67.
Findings and recommendations with low priority are not included in this Report but were
provided separately to the Project Management.
For more details about particular findings and recommendations refer to the Chapter 3 of this
Report.

Marián Hudák
Country Leading Partner and Executive
Deloitte Audit s.r.o.
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2.

PART II – AUDIT REPORT WITH OPINION

2.1.

Opinion on CDR for 2012
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www.deloitte.sk
Registered in the Commercial
Register of the District Court Bratislava I
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REPORT OF THE INDEPENDENT AUDITOR ON THE OUTPUT
“EU BORDER ASSISTANCE MISSION - 9”
To: Director
UNDP Office of Audit and Investigations
Daily News Building, 23rd Floor
220 East 42nd Street
New York, NY 10017, USA

Report on the Project Financial Statement
We have audited the accompanying Combined Delivery Report (“the statement”) of the UNDP Directly
Implemented Project, output number 79895 named “EU Border Assistance Mission - 9” for the period
01.01.2012 – 31.12.2012.
Management Responsibility
Management is responsible for the preparation of the statement for output 79895 and for such internal
control as management determines is necessary to enable the preparation of a statement that is free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on the statement based on our audit. We conducted our audit in
accordance with the International Standards on Auditing applicable for this engagement. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the project’s preparation of the statements 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 project’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please
see www.deloitte.com/sk/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Unmodified Opinion
In our opinion, the attached Combined Delivery Report presents fairly, in all material respects, the
expenditure of USD 10,839,268.45 incurred by the output “EU Border Assistance Mission - 9” for the
period 01.01.2012 – 31.12.2012 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.

Bratislava, 5 December 2013

Marián Hudák, CA, FCCA
Responsible Auditor
Licence SKAu No. 856
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2.2.

Signed CDR for 2012

9

Auditor’s Report from audit of “EU Border Assistance Mission - 9”
implemented by UNDP in Ukraine

Auditor’s Report from audit of “EU Border Assistance Mission - 9”
implemented by UNDP in Ukraine

11

Auditor’s Report from audit of “EU Border Assistance Mission - 9”
implemented by UNDP in Ukraine

12

Auditor’s Report from audit of “EU Border Assistance Mission - 9”
implemented by UNDP in Ukraine

13

Auditor’s Report from audit of “EU Border Assistance Mission - 9”
implemented by UNDP in Ukraine
2.3.

Opinion on Statement of Cash Position as at 31 December 2012
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REPORT OF THE INDEPENDENT AUDITOR ON THE OUTPUT
“EU BORDER ASSISTANCE MISSION - 9”
To: Director
UNDP Office of Audit and Investigations
Daily News Building, 23rd Floor
220 East 42nd Street
New York, NY 10017, USA
Report on the Project Statement of Cash Position
We have audited the accompanying Statement of Cash Position (“the statement”) of the UNDP Directly
Implemented Project, output number 79895 named “EU Border Assistance Mission - 9” as at 31
December 2012.
Management Responsibility
Management is responsible for the preparation of the statement for output 79895 and for such internal
control as management determines is necessary to enable the preparation of a statement that is free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on the statement based on our audit. We conducted our audit in
accordance with the International Standards on Auditing applicable for this engagement. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the project’s preparation of the statements 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 project’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please
see www.deloitte.com/sk/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Unmodified Opinion
In our opinion, the attached Statement of Cash Position presents fairly, in all material respects, the
cash and the bank balance of the UNDP output “EU Border Assistance Mission - 9” amounting to
USD 283,739.17 (UAH 2,250,051.59) as at 31 December 2012 in accordance with UNDP
accounting policies.
Bratislava, 5 December 2013

Marián Hudák, CA, FCCA
Responsible Auditor
Licence SKAu No. 856
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2.4.

Signed Statement of Cash Position as at 31 December 2012
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Opinion on CDR for H1/2013
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REPORT OF THE INDEPENDENT AUDITOR ON THE OUTPUT
“EU BORDER ASSISTENCE MISSION - 9”
To: Director
UNDP Office of Audit and Investigations
Daily News Building, 23rd Floor
220 East 42nd Street
New York, NY 10017, USA

Report on the Project Financial Statement
We have audited the accompanying Combined Delivery Report (“the statement”) of the UNDP Directly
Implemented Project, output number 79895 named “EU Border Assistance Mission - 9” for the period
01.01.2013 – 30.06.2013.
Management Responsibility
Management is responsible for the preparation of the statement for output 79895 and for such internal
control as management determines is necessary to enable the preparation of a statement that is free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on the statement based on our audit. We conducted our audit in
accordance with the International Standards on Auditing applicable for this engagement. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the project’s preparation of the statements 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 project’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please
see www.deloitte.com/sk/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Unmodified Opinion
In our opinion, the attached Combined Delivery Report presents fairly, in all material respects, the
expenditure of USD 5,191,099.35 incurred by the output “EU Border Assistance Mission - 9” for the
period 01.01.2013 – 30.06.2013 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.

Bratislava, 5 December 2013

Marián Hudák, CA, FCCA
Responsible Auditor
Licence SKAu No. 856
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2.6.

Signed CDR for H1/2013
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Opinion on Statement of Fixed Assets as at 30 June 2013
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REPORT OF THE INDEPENDENT AUDITOR ON THE OUTPUT
“EU BORDER ASSISTANCE MISSION - 9”
To: Director
UNDP Office of Audit and Investigations
Daily News Building, 23rd Floor
220 East 42nd Street
New York, NY 10017, USA
Report on the Project Statement of Fixed Assets
We have audited the accompanying Statement of Fixed Assets (“the statement”) of the UNDP Directly
Implemented Project, output number 79895 named “EU Border Assistance Mission - 9” for the period as
at 30 June 2013.
Management Responsibility
Management is responsible for the preparation of the statement for output 79895 and for such internal
control as management determines is necessary to enable the preparation of a statement that is free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on the statement based on our audit. We conducted our audit in
accordance with the International Standards on Auditing applicable for this engagement. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the project’s preparation of the statements 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 project’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please
see www.deloitte.com/sk/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Unmodified Opinion
In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the balance
of fixed assets of the UNDP output “EU Border Assistance Mission - 9” amounting to USD 202,292.67 as
at 30 June 2013 in accordance with UNDP accounting policies.

Bratislava, 5 December 2013

Marián Hudák, CA, FCCA
Responsible Auditor
Licence SKAu No. 856
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2.8.

Signed Statement of Fixed Assets as at 30 June 2013
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2.9.

Opinion on Statement of Cash Position as at 30 June 2013
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REPORT OF THE INDEPENDENT AUDITOR ON THE OUTPUT
“EU BORDER ASSISTANCE MISSION - 9”
To: Director
UNDP Office of Audit and Investigations
Daily News Building, 23rd Floor
220 East 42nd Street
New York, NY 10017, USA
Report on the Project Statement of Cash Position
We have audited the accompanying Statement of Cash Position (“the statement”) of the UNDP Directly
Implemented Project, output number 79895 named “EU Border Assistance Mission - 9” as at 30 June
2013.
Management Responsibility
Management is responsible for the preparation of the statement for output 79895 and for such internal
control as management determines is necessary to enable the preparation of a statement that is free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on the statement based on our audit. We conducted our audit in
accordance with the International Standards on Auditing applicable for this engagement. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the project’s preparation of the statements 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 project’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please
see www.deloitte.com/sk/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Unmodified Opinion
In our opinion, the attached Statement of Cash Position presents fairly, in all material respects, the cash
and the bank balance of the UNDP output “EU Border Assistance Mission - 9” amounting to
USD 74,519.05 (UAH 607,777.34) as at 30 June 2013 in accordance with UNDP accounting policies.

Bratislava, 5 December 2013

Marián Hudák, CA, FCCA
Responsible Auditor
Licence SKAu No. 856
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2.10.

Signed Statement of Cash Position for H1/2013
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3.

PART III - MANAGEMENT LETTER

We enclose a letter that documents our observations and provide recommendations on certain matters
identified during the performance of our audit of financial statements of the project described in the
previous chapters.
Findings and recommendations with low priority are not included in this Report but are provided
separately to the Project Management.
It should be noted that these findings do not result from a specifically targeted review engagement but are
only those that came to our attention during the course of our audit. An audit involves performing
procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements 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 entity’s internal control.
UNDP Ukraine Office Management is responsible for the design, implementation and maintenance of the
internal control system over the projects. To execute this obligation, the UNDP Ukraine Office
Management is required to assess the expected risks and rewards of the policies and procedures for
management control.
The objectives of the internal control system are, to provide UNDP Directors and Management sufficient
assurance that the project assets of the Company are protected from loss resulting from unauthorized use
or manipulation, and that the project operations are performed in accordance with the policies adopted and
are recorded properly in order to allow for the timely preparation of reliable accounting information in
accordance with the applicable accounting principles.
We would like to thank the UNDP Ukraine Office Management for their comments on individual
management letter points, which we have considered in completing this letter.
This letter together with low priority findings are intended primarily for the information and use of the
Office of Audit and Investigation Director and UNDP Ukraine Office Management.
We would be pleased to discuss our comments with you further, and if requested, to assist you in
implementing any of the recommendations.

Yours faithfully,

Marián Hudák
Country Leading Partner and Executive
Deloitte Audit s.r.o.
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3.1.

Medium priority findings

3.1.1. Procurement for low-value items
Priority
Medium
Observation
We found the following individual cases in which the micro-purchasing rules for procurement of items
under USD 5,000 were applied. The purchased items were of similar nature and the timeframe of the
processes could have allowed the procurement in larger amounts, benefiting from economies of scale.
Such instances may be indicative of less than optimal planning for procurement of the repetitive low-value
items, possibly resulting in missed opportunities for volume discounts and more staff time spent to process
repetitive procurement cases.

Identified cases:
Office supplies/paper towels - vendor 1
Voucher #
106767
109838
110788
112662
Stationery materials/office supplies - vendor 2
Voucher #
108866
110352
112795
116237

Timeframe
April 2012
July 2012
August 2012
October 2012

Timeframe
June 2012
August 2012
October 2012
March 2013

Visibility items/prizes for competition winners - vendor 3
Voucher #
Timeframe
118154
116961

March 2013
May 2013

Amount on the voucher
(in USD excl. VAT)
3,879.92
3,914.61
2,351.98
3,884.77

Amount on the voucher
(in USD excl. VAT)
4,037.24
4,011.37
4,061.74
3,984.12

Amount on the voucher
(in USD excl. VAT)
3,595.13
2,953.88
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Recommendation
We recommend following strictly the rules set for procurement process. Also we recommend improving
the procurement planning process and using framework agreements with vendors what will simplify the
procurement process.

Management Comments
We agree with and accept the recommendation on improving procurement planning process for low-value
items with a view of purchasing in bulks, where possible.
That said, we would like to highlight that no artificial split of purchase was done, given the span of time
between the micro-purchasing instances (from several weeks to several months). Further, such purchases
are very much demand-driven, which may change due to external factors, for instance, sudden request
from partner services to conduct a meeting, workshop, etc.

Auditor’s response
No further comments.
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3.1.2. Not signed lists of participants
Priority
Medium
Observation
List of participants for trainings/events/conferences were not signed. This finding applies for all tested

vouchers in regard to conferences/trainings/other events.

Recommendation
List of participants in the workshops, seminars and other events should be signed. It provides additional
assurance that all participants took part in the workshops, conferences and seminars.

Management Comments
We accept the recommendations and will ensure that list of participants are signed.

Auditor’s response
No further comments.
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