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Executive Summary
KPMG Geneva conducted the financial audit of UNDP project number 00059799 “Enhancing adaptive
capacity of communities to climate change-related floods in the North Coast and Islands Region of
Papua New Guinea – Output no. 00074956” (the project) for the period 1 January to 31 December 2017.
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 Financial Position*
Statement of Fixed Assets
Statement of Cash Position

Unmodified
Not Applicable
Not Applicable

* Statement of Financial Position includes: (a) the accompanying Combined Delivery Report (CDR);
(b) the Funds Utilization statement (“the statement”); and (c) the project -related accounts receivable
and accounts payable.
Based on our audit procedures, we identified reportable findings with a Medium or High priority rating.
For further discussion on the findings refer to our management letter at page 6.
KPMG SA

Pierre-Henri Pingeon
Partner

Henri Mwaniki
Senior Manager

Geneva, 29 June 2018

KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG
network of independent firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss legal entity. All rights reserved.

EXPERTsuisse Certified Company
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Audit Objectives and Scope
The objective of the financial audit was to express an opinion on the project financial position which
includes:
•

Expressing an opinion on whether the financial expenses incurred by the project between
1 January and 31 December 2017 as well as the Fund Utilization statement, the accounts
receivable and the accounts payable as at 31 December 2017 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. The CDR and the Funds Utilization statement should be duly signed by authorized
representatives of both the audit firm and the UNDP country office.

•

Expressing an opinion on whether the Statement of Fixed Assets, at Net Book Value, presents
fairly the balance of assets of the UNDP project as at 31 December 2017. This Statement must
include all assets available as at 31 December 2017 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 2017. 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.

•

As maybe applicable, provide the progress made in implementing the recommendations raised
in 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 2017. 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
Opinion on 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 the UNDP project No. 00059799 “Enhancing adaptive
capacity of communities to climate change-related floods in the North Coast and Islands Region of
Papua New Guinea – Output no. 00074956” for the period 1 January to 31 December 2017 which
includes: (a) the accompanying Combined Delivery Report (CDR); (b) the Funds Utilization Statement
(“The Statement”); and (c) the project related accounts receivable and accounts payable.
The CDR expenditure totaling US$ 2,183,960.53 is directly incurred by the UNDP Country Office in
Papua New Guinea.
Unmodified Opinion
In our opinion, the attached CDR and the Funds Utilization statement presents fairly, in all material
respects, the expenses of US$ 2,183,960.53 directly incurred by the UNDP Country Office in Papua
New Guinea and charged to the project for the period 1 January to 31 December 2017 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 Utilisation 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 Utilisation 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 Utilisation
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.

KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG
network of independent firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss legal entity. All rights reserved.

EXPERTsuisse Certified Company
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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 skepticism 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

Pierre-Henri Pingeon
Partner

Henri Mwaniki
Senior Manager

Geneva, 29 June 2018
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Management Letter
To: National Project Director and Resident Representative
The Director of the Office of Audit and Investigations (OAI) United Nations Development Programme
(UNDP)
We noted the following findings in relation to the project as a result of our audit;
Finding 1: Insufficient controls on capitalization and disposal of fixed assets
•

Observation

According to version 28 of UNDP POPP, Property Plant and Equipment (PPE) is deemed to be a tangible
or physically verifiable item that meets ALL the following five criteria:
a) Provides future economic or service benefits to UNDP – i.e. the PP&E item is held for use in the
implementation of UNDP Programmes or for administrative purposes;
b) Is expected to be used during more than one reporting period, which, is 12 months;
c) Has a value of US$1,500 (US$ 2,500 for UNCDF1) or more (New Capitalization Threshold effective
1.1.2014);
d) Is used and controlled by UNDP; and
e) Has a cost that can be reliably determined.
During our testing over the fixed asset register, we identified the following matters:
1. During 2017, assets worth US$ 19,670 were disposed from the fixed asset register. Upon further
inquiry around the validity of these disposals, we noted that these assets had been incorrectly
capitalized in 2014 and were removed from the fixed assets register during 2017.
2. We also noted that there four (4) laptops and one (1) vehicle were erroneously omitted from
being capitalized and therefore not recorded in the fixed assets register. The cost of these assets
was US$ 43,363. Details are as follows:
a. Vehicle worth US$ 36,774 purchased in 2015
b. Laptops worth US$ 6,589 purchased in 2016
The written down values of these assets as at 31 December 2017 would have been US$ 33,377 had they
been capitalized and depreciated correctly.
We noted that the projected ended officially in Dec 2017 and these assets should have been transferred
by end of 2017 if they had been capitalized in the system. As per our discussion with management, these
would be transferred to GoPNG in 2018.
This project Fixed Asset Register reflects a nil balance as at year ended 31 December 2017.
•

Priority

Medium

KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG
network of independent firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss legal entity. All rights reserved.

EXPERTsuisse Certified Company
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•

Recommendation

We recommend that appropriate processes and procedures be implemented to manage fixed assets.
Specifically, management should implement robust controls that would ensure the proper checks are
performed before assets are either capitalized or expensed by UNDP.
•

Management Comment and Action Plan
1. In 2017 UNDP took action by disposing of the assets that were supposed to be expensed as the
assets were under the "use and control of the Government."
2. UNDP is in the process of capitalising these assets and then will dispose by transfering the assets
to Government.

•

Auditor’s response (if applicable)

KPMG SA

Pierre-Henri Pingeon
Partner

Henri Mwaniki
Senior Manager

Geneva, 29 June 2018
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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.

15

