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EXECUTIVE SUMMARY 
 
BDO LLP conducted the financial audit of “Paz sostenible – Fortaleciendo capacidades locales para 
promover comunidades pacíficas e inclusivas” (Project ID 00090196 and Output IDs 00096076, 00102940, 
00103279, 00103280, 00107416, 00107417, 00107418, 00107419 and 00107420) (the project), directly 
implemented by UNDP Colombia (the Office) for the year ended 31 December 2018. The audit was 
undertaken on behalf of UNDP, Office of Audit and Investigations (OAI).  

Audit opinions 

We have issued audit opinions as summarised in the table below and as detailed in the next section: 

Project Financial Position Unmodified 

Statement of Fixed Assets  Unmodified 

Statement of Cash Not applicable 

Management letter summary 

As a result of our audit, we have raised three audit findings with no financial impact, as summarised 
below: 
 

No. Title Priority Net financial 
impact 

$ 

1 Insufficient project management monitoring controls Medium - 

2 Weaknesses in reporting the programmatic results  Medium - 

3 Weaknesses in the monitoring of grants  Medium - 

Total - 

 

Prior year audit 

The project was not audited in the prior year. 
 

 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 

7 August 2019 
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THE AUDIT ENGAGEMENT 

 

Audit Objectives and Scope 

The objective of the financial audit was to express an opinion on the DIM project’s financial position 

which includes: 

 
 Expressing an opinion on whether the financial expenses incurred by the project between 1 January 

and 31 December 2018 in the Combined Delivery Report (CDR), the Funds Utilization statement as 
at 31 December 2018 and the accounts receivable and 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.  

 Expressing an opinion on whether the Statement of Fixed Assets, at net book value, presents fairly 
the balance of depreciated assets of the 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.  

Where a DIM project does not have any assets or equipment, it is not 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 UNDP project as at 31 December 2018.  

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. 

 

The Financial Audit was conducted in accordance with the International Standards on Auditing (ISA), the 
700 series.  
 
The scope of the audit relates only to transactions concluded and recorded against the 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”, 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 Centres 
and UNDP Headquarters and where the supporting documentation is not retained at the level of 
the UNDP country office.  
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AUDIT OPINIONS 

Independent Auditor’s Report to UNDP – Paz Sostenible – Fortaleciendo 
capacidades locales para promover comunidades pacíficas e inclusivas 

Project Financial Position 

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 

We have audited the financial position of the UNDP project ID 00090196 “Paz Sostenible – Fortaleciendo 
capacidades locales para promover comunidades pacíficas e inclusivas”, output IDs 00096076 
Fortalecimiento institucional, 00102940 Participación ciudadana, 00103279 Transformación conflictos, 
00103280 Organizaciones fortalecidas, 00107416 Diálogo social, 00107417 Reincorporación, 00107418 
Conversaciones Quito, 00107419 Implementación acuerdos, 00107420 Ordenamiento social rural, for 
the period 1 January to 31 December 2018 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, totalling $ 7,262,477.39, is comprised of expenditure directly incurred by the 
Office for an amount of $ 6,357,294.57, expenditure processed and approved outside the country for an 
amount of $ 36,369.70 and expenditure incurred by other responsible parties for an amount of $ 
868,813.12. Our audit only covered the expenditure directly incurred by the Office of $ 6,357,294.57. 

Unmodified opinion  

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material respects, 
the expenses of $ 6,357,294.57 directly incurred by the Office 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 opinion 

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities 
under those provisions and standards are further described in the ‘Auditor’s responsibilities’ section of 
this report. 

We are independent of UNDP in accordance with the International Ethics Standards Board of 
Accountants’ Code of Ethics for Professional Accountants. We have fulfilled our other ethical 
responsibilities in accordance with these requirements. 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 
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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 CDR and the 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. 

 
 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 

7 August 2019 
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Independent Auditor’s Report to UNDP – Paz Sostenible – Fortaleciendo 
capacidades locales para promover comunidades pacíficas e inclusivas  

Statement of Fixed Assets  

To the Director of the Office and Audit and Investigations, United Nations 
Development Programme 
 

We have audited the accompanying Statement of Fixed Assets of UNDP project ID 00090196 “Paz 
Sostenible – Fortaleciendo capacidades locales para promover comunidades pacíficas e inclusivas”, 
output IDs 00096076 Fortalecimiento institucional, 00102940 Participación ciudadana, 00103279 
Transformación conflictos, 00103280 Organizaciones fortalecidas, 00107416 Diálogo social, 00107417 
Reincorporación, 00107418 Conversaciones Quito, 00107419 Implementación acuerdos, 00107420 
Ordenamiento social rural, as of 31 December 2018. 

Unmodified Opinion 

In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the 
assets status of the project “Paz Sostenible – Fortaleciendo capacidades locales para promover 
comunidades pacíficas e inclusivas” amounting to $ 88,816.29, net book value 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. Our responsibilities 
under those provisions and standards are further described in the Auditor’s responsibilities section of 
this report. 

We are independent of UNDP in accordance with the International Ethics Standards Board of 
Accountants’ Code of Ethics for Professional Accountants 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  

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 the Statement of Fixed Assets. 

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 collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 
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 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. 

 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 

7 August 2019 
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Independent Auditor’s Report to UNDP – Paz Sostenible – Fortaleciendo 
capacidades locales para promover comunidades pacíficas e inclusivas 

Statement of Cash  

We noted that the UNDP project “Paz Sostenible – Fortaleciendo capacidades locales para promover 
comunidades pacíficas e inclusivas” did not have a dedicated bank account for the DIM project activities 
subject to audit and accordingly a Statement of Cash was not produced.  
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MANAGEMENT LETTER 
 
The audit findings and recommendations arising from the financial audit of the project are set out in 
our management letter below: 

Finding n°: 1 Title: Insufficient project management monitoring controls 

Observation:  

The UNDP Project and Project Management policy states that:  

1. Monitoring improves development effectiveness and efficiency by reviewing performance and 
using evidence to adjust programming for optimal results. Good monitoring starts with good 
planning and clear identification of what a programme or project will strive to achieve with 
specified resources. It is a continuous management function that provides decision-makers 
with regular feedback. Evidence from monitoring also serves as a critical input to evaluation 
and enables evidence-based reporting. 

2. All UNDP programming activities are required to adhere to monitoring standards and policies, 
for which managers of regional and country programmes and all projects are accountable…” 

However, the audit noted that key project control activities, such as budget absorption rate analysis 
and programme indicators analysis were not documented. In addition, the initial indicators framework 
presented in the Project Document evolved but were not updated accordingly and there was no trail 
to clearly identify the actual project targets in place.  

Consequently, the annual narrative report described activities carried out and results achieved without 
measuring them against expected targets. This limited the ability of the Office to assess project 
progress, reduced the basis for efficient decision-making and increased the risk of not achieving 
programme objectives and deliverables. 

Priority: Medium 

Recommendation:  

The project management team should develop a Results Framework and Monitoring and Evaluation 
Plans for the project using the project document template monitoring guideline, at project level, 
defining the key monitoring control activities to be performed.  

The project management team should also ensure that, on a regular basis, the activities stipulated in 
the above-mentioned Project Monitoring Framework are being carried out. They should include, at 
least, the analysis of actual expenditure against budget, and, the programmatic indicators 
performance analysis, both at a sufficient level of detail. 

The programmatic indicators framework and their expected results should be reviewed, consolidated 
at project level and approved. Further amendments would need to be documented to assure the 
targets set are clear at any point of the project life span. The audit also recommend to present the 
project annual report introducing a comparative scheme between the results achieved and the 
expected targets. 

Management comments:  

It is important to highlight that the Project has a Monitoring and Evaluation plan, as stated in the 
project document, and the described activities have been carried out on a regular basis. However, the 
project is aware of the improvements that can be made on this subject. That’s why an update on the 
Project Monitoring and Evaluation Plan will be necessary, emphasizing the planning of visits and the 
key control activities to internal and external actors that participate in the project implementation 
all level. Documents and evidence are part of this actions. 
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Quarterly financial monitoring reports will be prepared incorporating an analysis of actual expenditure 
compared to the budget, which can be contrasted with the monitoring that is carried out to project 
indicators. 

During the project implementation, results and indicators have been modified through appropriate 
channels. However, from now on, amendments will be presented in a consolidated manner. Also, 
following Audit recommendation, annual report will reflect a greater control, so a comparison between 
the achieved results and the expected goals is evidenced. 
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Finding n°: 2 Title: Weaknesses in reporting the programmatic results 

Observation:  

Section ‘VI. Monitoring and Evaluation’ of the Project Document states that “it is expected to present 
3 annual narrative reports, which will conclude on activities described in the programmatic document 
approved”. 

At national level, the Project Management team builds the annual narrative report by consolidating 
manually the data received from different sources, which is mainly recorded in Excel spreadsheets 
and the Kobo tool where grantees report online their programmatic results.  

The audit noted that there was no audit trail to validate the final data presented in the annual 
narrative report. In addition, the audit found that grantees did not sign the information reported in 
Kobo or provide any additional report, such as a programmatic report, to be able to ascertain the 
reported data in Kobo. Although the audit acknowledged that the Kobo figures are checked through 
phone calls and on-site visits by the territorial and national project management teams, the 
documentation of this process did not provide evidence of the verification work carried out.  

Weaknesses in the programmatic results reporting process may increase the risk of errors being 
introduced in the annual narrative report due to incorrect data entry at the level of the grantees or 
the Office.  

Priority: Medium 

Recommendation:  

The Project Management team should encourage grantees to submit an annual report duly signed 
presenting their programmatic results. 

The Project Management team should also document the composition of each key data laid-out in the 
annual report to be able to trace it to its verified source. 

Management comments:  

Regarding new guidelines on Grants, grantees with agreements signed for less than one-year, the 
submission of annual reports do not apply. However, the project will request to the different actors 
involved in project implementation, that within the final reports the information provided on the Kobo 
Toolbox platform (platform for consolidating project indicators apply by project) is expressly 
displayed, with their respective evidence. Additionally, the project will systematically perform on 
quarterly basis, exercises to verify the information provided to the Kobo Toolbox platform by partners 
and other actors. 

 
 

  



Financial audit report of the UNDP DIM project ID 00090196 outputs ID 00096076, 00102940, 00103279, 
00103280, 00107416, 00107417, 00107418, 00107419 and 00107420 

 

 

14 

 

Finding n°: 3 Title: Weaknesses in the monitoring of grants  

Observation:  

The paragraph of ‘Reporting’ in the ‘Generalities and obligations of grant agreements’ guideline 
developed by the Office states the objective of “understanding comprehensibly and truthfully the 
information evidenced by the administrative and financial management of the grantees; with the 
purpose of generating practices of transparency, confidence and strengthen the capacities of the 
leaders of the organizations in the presentation of management results to their beneficiaries”. 

Although the audit ascertained that daily grantees’ monitoring activities were handled at territorial 
level by dedicated project staff, the following weaknesses in the supervision at national level were 
found: 

 Absence of a manual describing the requirements of the grantees oversight to be carried-out by 

UNDP; 

 Absence of grantees annual monitoring visits plan based on a risk-based approach; 

 Financial and programmatic reviews carried out mainly on a remotely basis, rather than on site, 
were not documented; 

 Insufficient supporting documentation to justify the expenditure reported by the grantees; 

 Absence of a tracker of issues and recommendations to grantees. 

Weaknesses in the grants monitoring process at national level biases the quality of the information 
being reported to the Office senior management for decision making purposes. It may also impact 
negatively the efficiency of the grantees’ capacity building and consequently the programme 
achievements. 

Priority: Medium 

Recommendation:  

The current monitoring arrangements should be revisited by enhancing the following aspects: 

 Each grantee should be risk rated considering criteria such as: the initial capacity assessment 
rating, red flags raised by the territorial teams and previous visits outcomes; 

 An annual monitoring visit plan should be elaborated based on the grantees’ risk assigned. It should 
determine the priorities, frequency and scope of the national team on-site monitoring visits; 

 Tools and templates should be designed to organize and document the financial and programmatic 
on-site visits, assuring completeness and consistency between reviews; 

 All concerns and recommendations to grantees should be logged in a tracker indicating, at least: a 
priority rating (High, Medium, and Low), necessary follow-up actions, a responsible person for its 
resolution and a due date. The tracker should be updated not less than on a quarterly basis. 

Management comments:  

We highly appreciate audit recommendation and comments that will help us to improve grants 
procedures and monitoring activities. However, it is important to highlight that project is complying 
with previous Grant chapter on POPP (2018) rules and regulations about implementation and 
monitoring. We recognize that improvements on template and tools, implement monitoring trackers 
with levels and updated on quarterly basis, among others mentioned by audit firm were necessary, 
but there should be an organizational change on this matter to standardized procedures for all COs on 
grants monitoring management. The new Grant guidelines (2019) addressed most of the audit 
recommendations, but some of them (like the final two) must be considered at organizational level as 
explained before. 

Auditors’ response:  
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We consulted with OAI and agreed that, notwithstanding that UNDP’s rules and guidelines are not fully 
prescriptive, the Office should ensure that basic controls as those recommended should be put in place 
by the Office and duly documented in the project document to ensure that more stringent controls 
over grantees’ assessment as well as monitoring, evaluation and reporting of activities is carried out 
in a systematic way.  

 
 
 

 
 
Mark Henderson 
Partner 
 
BDO LLP 
150 Aldersgate Street 
London EC1A 4AB 

7 August 2019 
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Annexes   
 

Annex 1: Combined Delivery Report 
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Annex 3: Audit finding priority ratings 

 
The following categories of priorities are used:  
 

High 
(Critical) 

Prompt action is required to ensure that UNDP is not exposed to high risks. Failure to take 
action could result in major negative consequences for UNDP. 

Medium 
(Important) 

Action is required to ensure that UNDP is not exposed to risks. Failure to take action could 
result in negative consequences for UNDP. 

Low 

Action is desirable and should result in enhanced control or better value for money. Low 
priority recommendations, if any, are dealt with by the audit team directly with the Office 
management, either during the exit meeting or through a separate memo subsequent to 
the fieldwork. Therefore, low priority recommendations are not included in this 
report. 
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