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KPMG SA 
Audit Western Switzerland 
111 Rue de Lyon P.O. Box 347 Telephone +41 58 249 25 15 
CH-1203 Geneva CH-1211 Geneva 13 Fax +41 58 249 25 13 

www.kpmg.ch 

Executive Summary 

KPMG Geneva conducted the financial audit of UNDP project number 00068311 “Support to District 
Development Programme - Output no. 00087393” (the project) for the period 1 January to 31 December 
2015. 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: 

Combined Delivery Report (CDR) Statement Unqualified 
Project Statement of Fixed Assets Unqualified 

Findings as a result of our audit are provided in the management letter on page 8. 

KPMG SA 

Pierre-Henri Pingeon Henri Mwaniki 
Auditor in Charge 

Geneva, 24 June 2016 
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Audit Objectives and Scope 

The objective of the financial audit was to express an opinion on the Directly Implemented Modality 
(DIM) project’s statements which includes: 

• Expressing an opinion on whether the financial expenses incurred by the project between
1 January and 31 December 2015 and the funds utilization as at 31 December 2015 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.

• Expressing an opinion on whether the Statement of Fixed Assets presents fairly the balance of
assets of the UNDP project as at 31 December 2015. This Statement must include all assets
available as at 31 December 2015 and not only those purchased in a given period.

• Expressing an opinion on whether the cash held by the project presents fairly the cash and
bank balance of the UNDP project as at 31 December 2015. Note: The project did not have a
dedicated bank account for the project, and as such we did not express an opinion on the
statement of cash.

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM 
project, between 1 January and 31 December 2015. The scope of the audit did not include: 

• 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

• Expenses processed and approved in locations outside the country such as UNDP Regional
Centers and UNDP Headquarters and where the supporting documentation is not retained at the
level of the UNDP Sri Lanka country office.
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Independent Auditors’ Report 
Combined Delivery Report (CDR) Statement 
 
To: Office of Audit and Investigations (OAI), United Nations Development Programme (UNDP) 
 
Audited Project: “Support to District Development Programme - Output no. 00087393” 
Period covered by the audited Combined Delivery Report: From 1 January 2015 to 31 December 
2015 
Atlas Project Number to identify the CDR: 00068311  
Location: Colombo, Sri Lanka 
 
 
 
We have audited the accompanying Combined Delivery Report (CDR) and the Funds Utilization 
Statement (“the statement”) of the UNDP project number 00068311 “Support to District Development 
Programme - Output no. 00087393” for the period 1 January to 31 December 2015. The CDR 
expenditures totaling $6,288,464, are comprised of audited expenditures under the Directly 
Implemented Modality (DIM).  
 
Management’s Responsibility for the CDR Statement 
Management is responsible for the preparation of the Statement for “Support to District Development 
Programme - Output no. 00087393” project 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. 
 
Auditors’ 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. Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether 
the Statement is 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. 
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For the year ended 31 December 2015 

Opinion 
In our opinion, the attached Combined Delivery Report (CDR) and the Funds Utilization Statement  
presents fairly, in all material respects, the expenses of $6,288,464 incurred by the project number 
00068311 “Support to District Development Programme - Output no. 00087393” for the period                  
1 January to 31 December 2015 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. 
 
KPMG SA 
 
 
 
 
 
Pierre-Henri Pingeon   Henri Mwaniki 
Auditor in Charge 
 
Geneva, 24 June 2016 
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Independent Auditors’ Report 
Statement of Fixed Assets 

To: Office of Audit and Investigations (OAI), United Nations Development Programme (UNDP) 

Audited Project: “Support to District Development Programme - Output no. 00087393” 
Period covered by the Statement of Fixed Assets: 1 January 2015 to 31 December 2015 
Atlas Project Number to identify the CDR: 00068311  
Location: Colombo, Sri Lanka 

We have audited the accompanying Statement of Fixed Assets (“the statement”) of the UNDP project 
number 00068311 “Support to District Development Programme - Output no. 00087393” as at 
31 December 2015. 

Management’s Responsibility for the Project Statement of Fixed Assets  
Management is responsible for the preparation of the Statement for the “Support to District Development 
Programme - Output no. 00087393” project 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. 

Auditors’ 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. Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether 
the Statement is 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. 
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Report of the Independent Auditor on the United Nations Development Program (UNDP) 
Directly Implemented (DIM) Project No 00068311 

“Support to District Development Programme - Output no. 00087393” 
- Sri Lanka - 

Opinion 
In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the 
balance of assets of the UNDP project 00068311 “Support to District Development Programme - Output 
no. 00087393” amounting to $132,512 as at 31 December 2015 in accordance with UNDP accounting 
policies. 

KPMG SA 

Pierre-Henri Pingeon Henri Mwaniki 
Auditor in Charge 

Geneva, 24 June 2016 
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Management Letter 

To: Office of Audit and Investigations, United Nations Development Programme (UNDP) 

Audited Project: “Support to District Development Programme - Output no. 00087393” 
Period covered: 1 January 2015 to 31 December 2015 
Atlas Project Number to identify the CDR: 00068311  
Location: Colombo, Sri Lanka 

We noted the following findings related to this project as a result of our audit. 

Finding 1: Ineligible salary cost charged to the project 

• Observation

Article 14.2 of the project grant agreement between the delegation of the European Union to Sri
Lanka and Maldives and United Nations Development Program stipulates costs that are eligible to
the project. Among the eligible costs are “costs of staff assigned to the project, corresponding to
actual salaries plus social security charges and other remuneration related costs (including in the
form of provisions made in accordance with the organisations accounting rules in case of Joint
Management Action). Identifiable personnel costs at the headquarter level arising as a direct
consequence of the project may be included. Salaries and costs shall not exceed those normally
borne by the organisation or partners. Based on the above guidance, we noted the following
instances where expenses which were not related to the project had been charged:

- The Regional Project Coordinator’s salary amounting to USD 8,406 for five months from
August to December 2015 was charged to this project, though the Regional Project Coordinator 
had not worked for this project.  

- The payroll expenses included an amount of USD 1,603/- (LAK 13,092,336/-) that related to 
expenses for the Laos office and should not have been charged to this project. 

As a result of the above errors, the expenses reported in the CDR were overstated by USD 10,009. 

• Priority/Grading

Medium

• Recommendation

We recommend that the Financial Analyst or any responsible party, perform the appropriate review
checks on expenses charged to the project, to ensure that only those costs related to the project are
charged.
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• Management Comment and Action Points

The management agreed with the audit observation and informed that they had since rectified both
the errors. They also assured that payroll reconciliation with the CDR, will be carried out
periodically to avoid such occurrences.

• KPMG response (if applicable)

None
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Finding 2: Net Book Value difference between the CDR and the statement of fixed assets 

• Observation

The netbook value of the assets reported in the combined delivery report should correspond with
value in the statement of fixed assets as pulled from the general ledger. During our review of fixed
assets, we noted a difference of USD 7,156 between the net book value of fixed assets per the CDR
balance (USD 125,355) and the statement of fixed assets balance (USD 132,512) as at 31 December
2015. As such, the Net Book Value of the Assets in the CDR is understated by USD 7,156. This
issue was subsequently corrected in 2016 by management, however as the CDR is run as at point in
time i.e., 31 December 2015, the CDR would not show the corrected asset balance that corresponds
to the statement of fixed assets.

• Priority/Grading

Medium

• Recommendation

Management should ensure a timely review of the asset value as reported in the CDR and the value
of assets in the general ledger. Any differences should be promptly investigated and corrected.

• Management Comment and Action Points

Management agrees with the audit observation and informed that the rectification adjustment had
been carried out. Management also agrees to periodically check the valuation of assets with GSSC.

• KPMG response (if applicable)

None
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Finding 3: Difference in Impairment Assessment 

• Observation

As best practice assets should be impaired at regular intervals and impairment costs reported in the
appropriate period. During our review of the fixed assets, we identified one project vehicle that was
involved in an accident in October 2014, however the vehicle was not impaired in 2014. The vehicle 
was subsequently impaired in 2015 and impairment costs amounting to USD 26,430 reported in
2015. Further we observed that there is a difference of USD 3,682 between the written down value
of the above motor vehicle as per the CDR (USD 26,430) and the written down value considered
for impairment (USD 22,748).

As a result of the above errors, the asset values were overstated in 2014 and expenses have been
overstated in 2015. Further, management may take incorrect decisions based on inaccurate
information of fixed assets.

Management informed the auditors that the delay in recognizing impairment cost was due to the
lengthy procedure involving Government Authority to declassify the vehicle as ‘condemned’ to
waive off the duty payable and seek valuation as ‘scrap value’.

• Priority/Grading

Medium

• Recommendation

Assets should be impaired at regular intervals to ensure that the resultant impairment costs are
reported in the appropriate periods to ensure that assets are accurately valued at all times.

• Management Comment and Action Points

The management assured that asset impairment costs would be reported in the appropriate periods
to ensure that assets are accurately valued. They also agreed to effect the required impairment loss
adjustment of the vehicle.

• KPMG response (if applicable)

None
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Annex 3: Audit Findings Priority Ratings 

The following categories of priorities are used: 

High 
(Critical) 

Action is considered imperative to ensure that UNDP is not exposed 
to high risks. 
Failure to take action could result in major consequences and issues 

Medium 
(Important) 

Action is considered necessary to avoid exposure to significant risks. 
Failure to take action could result in significant consequences. 

Low 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 auditors directly with the Office management, during 
the exit meeting and through a separate memo subsequent to the 
fieldwork. Therefore, low priority recommendations are not 
included in the audit report. 

27


	Executive Summary UNDP Sri Lanka DIM Final Audit Report No. 1628-15Aug2016
	UNDP Sri Lanka - Project 68311 - Audit report.pdf
	Auditors’ Responsibility
	Auditors’ Responsibility




