
 

 

 



            
 

 

 
 

 

 



            
 

 

 

 



 

 

FINAL AUDIT REPORT 

UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

Financial audit of the UNDP directly implemented project “Recovery and 
Peacebuilding Programme (RPP)” 

Project ID 102396 Output ID 111513 

Ukraine 

 



1 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

IDENTIFICATION 

Project name: Recovery and Peacebuilding Programme (RPP) 

Output name: EU Support to the East of Ukraine 

UNDP Country Office:  Ukraine 

Atlas Project ID: 102396 

Atlas Output ID: 111513 

Auditor:  BDO LLP 

Period subject to audit: 1 January to 31 December 2020 

 

 



2 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

CONTENTS 

EXECUTIVE SUMMARY .......................................................................................... 3 

Audit opinions ..................................................................................................................... 3 

Management letter summary .................................................................................................... 3 

Prior year audit .................................................................................................................... 3 

THE AUDIT ENGAGEMENT ...................................................................................... 4 

Audit Objectives and Scope ..................................................................................................... 4 

AUDIT OPINIONS ................................................................................................ 5 

Project Financial Position ........................................................................................................ 5 

Statement of Fixed Assets ....................................................................................................... 7 

Statement of Cash ................................................................................................................ 9 

MANAGEMENT LETTER ........................................................................................ 10 

ANNEXES ........................................................................................................ 12 

Annex I:Combined Delivery Report ............................................................................................ 14 

Annex II: Statement of Assets .................................................................................................. 22 

Annex III: Audit finding priority ratings ....................................................................................... 23 

 

 



3 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

EXECUTIVE SUMMARY 

BDO LLP conducted the financial audit of “Recovery and Peacebuilding Programme (RPP)”(Project ID 102396 - Output 
ID111513 “EU Support to the East of Ukraine”) (the project), directly implemented by UNDP Ukraine (‘the Office’) for 
the year ended 31 December 2020. 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 two audit findings with a net financial impact totalling $ 43,542.65, as 
summarised below: 

No. Title Priority 
Net financial impact 

$ 

1 Conflict of interest at a grantee Medium (Important) 43,542.65 

2 Allocation of personnel costs not documented Medium (Important) - 

Total 43,542.65 

 

PRIOR YEAR AUDIT 

The project ID 102396 “Recovery and Peacebuilding Programme (RPP)”– output ID 111513 “EU Support to the East of 
Ukraine” was not audited in the prior year. 

 

 
 
MARK HENDERSON 
PARTNER 
 
BDO LLP 
55 Baker Street 
London W1U 7EU 
 
3 August 2021
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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 from 1 January to 31 December 
2020 as well as the Funds Utilization statement as at 31 December 2020 and the accounts receivable and accounts 
payable as at 31 December 2020 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 UNDP project as at 31 December 2020. This statement must include all assets available 
as at 31 December 2020 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 2020. An opinion on the statement of cash is required only where 
a dedicated bank account for the DIM project has been established. 

The Financial Audit was conducted in accordance with the International Standards on Auditing (ISA), the 700 series.  

As applicable, the audit report provides the progress made in implementing the recommendations raised in the 
previous year’s audit report. 

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM project between 1 
January and 31 December 2020. 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 –RECOVERY AND PEACEBUILDING PROGRAMME (RPP) 

PROJECT FINANCIAL POSITION 

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

UNMODIFIED OPINION 

We have audited the financial position of the UNDP project ID 102396, “Recovery and Peacebuilding Programme 
(RPP)”, output ID 111513, “EU Support to the East of Ukraine”, for the period from 1January to 31 December 2020 
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 $ 14,107,525.19, is comprised of expenditure directly incurred by the UNDP Country 
Office in Ukraine for an amount of $ 8,861,075.12 and expenditure incurred by entities other than the Country Office 
for an amount of $ 5,246,450.07. Our audit only covered the expenditure directly incurred by the UNDP Country Office 
in Ukraine of $ 8,861,075.12. 

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all material respects, the expenses 
of $ 8,861,075.12directly incurred by the UNDP Country Office in Ukraine and charged to the project for the period 
from 1 January to 31 December 2020 in accordance with UNDP accounting policies and were:(i)in 
conformitywiththeapprovedprojectbudgets;(ii)fortheapprovedpurposesoftheproject;(iii)incompliancewith 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’ 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 (IESBA Code). And we have fulfilled our other ethical responsibilities in accordance with 
these requirements, 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. 

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. 



6 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

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. 

USE OF THIS REPORT 

This report is made solely to UNDP, in accordance with terms of reference defined by UNDP. Our work has been 
undertaken so that we might state to UNDP those matters we are required to state to it in accordance with UNDP’s 
terms of reference and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than UNDP, for our work, for this report, or for the opinions we have formed. 

 

 
 
MARK HENDERSON 
PARTNER 
 
BDO LLP 
55 Baker Street 
London W1U 7EU 
 
3 August 2021
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INDEPENDENT AUDITOR’S REPORT TO UNDP - RPP 

STATEMENT OF FIXED ASSETS 

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

UNMODIFIED OPINION 

We have audited the accompanying statement of fixed assets of the UNDP project ID 102396, “Recovery and 
Peacebuilding Programme (RPP)”, output ID 111513, “EU Support to the East of Ukraine” as at 31 December 2020. 

In our opinion, the attached statement of fixed assets presents fairly, in all material respects, the assets status of the 
UNDP project ID 102396 “Recovery and Peacebuilding Programme (RPP)” amounting to $ 236,338.24 as at 31 December 
2020 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 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 (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  

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. 

 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. 
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USE OF THIS REPORT 

This report is made solely to UNDP, in accordance with terms of reference defined by UNDP. Our work has been 
undertaken so that we might state to UNDP those matters we are required to state to it in accordance with UNDP’s 
terms of reference and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than UNDP, for our work, for this report, or for the opinions we have formed. 

 

 

 
 
MARK HENDERSON 
PARTNER 
 
BDO LLP 
55 Baker Street 
London W1U 7EU 
 
3 August 2021 
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INDEPENDENT AUDITOR’S REPORT TO UNDP - RPP 

STATEMENT OF CASH 

 

We noted that the UNDP project ID 102396, “Recovery and Peacebuilding Programme (RPP)”, output ID 111513, “EU 
Support to the East of Ukraine” did not have a dedicated bank account for the DIM project activities subject to audit 
and accordingly a statement of cash was not produced.  

 



10 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

MANAGEMENT LETTER 

The audit findings and recommendations arising from the financial audit of the project are set out in our management 
letter below: 

Finding no.:1 Title: Conflict of interest at a grantee 

Observation:  

The UNDP Programme and Operations Policies and Procedures (POPP) guidelines on Responsible Parties and Grantees 
indicate that ‘Written agreements for providing low-value grants and on-granting define the rules and procedures to 
be followed in managing grant activities. 

As part of project activities, the Office awarded a grant to an NGO based in south-eastern Ukraine (‘the grantee’). 
Total grant expenditure of UAH 1,180,005.80 (equivalent to $ 43,542.65) was reported by the grantee to the Office. 
Article 1.1 of the Grant Agreement signed with the NGO states that ‘The Activities must be undertaken in a manner 
consistent with the regulations, rules, policies and procedures of UNDP’. Such rules include the UNDP Code of Ethics, 
which states that conflicts of interest must be avoided. 

The grant concerned the renovation of ‘green rooms’ for children and rooms used for investigative actions by the 
national police in the local region. The contractor carrying out the renovation was a company established and 100% 
owned by the grant beneficiary.  

Given the relationship between the grantee and the contractor, we believe that a conflict of interest has arisen.  
Therefore, we consider that there is a financial impact of UAH 1,180,005.80, or $ 43,542.65. 

We note that the NGO contracted an external audit of the grant; the report was issued in August 2020 and did not 
report either this conflict of interest or any other findings. 
 

Priority: Medium (Important) 

Recommendation:  

The Office should perform conflict of interest checks on grantees in order to ensure that these grantees are not 
contracting work to related parties and are not making a profit from the amounts received. 

Management comments and action plan:  

The CO takes note of the observation related to a perceived conflict of interest, however, would like to state that 
it believes that the Grantee’s Fund's tender committee acted in accordance with the laws and legislation of Ukraine 
as well according to the rules and regulations of UNDP, during the selection of the contractor.  

Furthermore, the awarded enterprise is a separate legal entity, operating independently; the members of the 
Grantee’s Fund’s tender committee do not receive profit, dividends, or other benefits from the commercial activity 
of the contractor. The Grantee’s Fund’s tender committee and the Contractor neither have common financial 
interests nor family ties, while this was confirmed by an audit that was carried out in 2020 by an independent certified 
audit company, competitively selected and contracted by UNDP. The mentioned audit did not observe any 
irregularities, neither perceived conflict of interest of the NGO and the awarded enterprise.   

However, to minimize any perception and risk of a conflict of interest, the CO will implement the following action 
plan: 

Action  Implementation 
timeframe 

Update Manual on UNDP procurement methods for Grantees, based on UNDP POPP and 
share with every NGO, in case a procurement process is stipulated by the low-value 
grant agreement. 

30 September 2021 

Expand the list of examples of the violations of UNDP procurement policies, listed in 
the Manual on UNDP procurement methods for Grantees with an example that is 
considered as a perceived conflict of interest. 

30 September 2021 

 

Encourage NGOs to check bidders’ profiles in YouControl system. 

YouControl is an analytical system for compliance, market analysis, business 
intelligence, and investigation. The system generates a full profile for every company in 
Ukraine, based on open data; it tracks changes in state registers, and reveals links 
between affiliates.  

10 August 2021 and 
onwards 
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Members of evaluation panels (both from NGO and UNDP) should sign Declaration of 
Impartiality before evaluation of the proposals for tenders, announced based on the 
terms of low value grant agreement. 

10 August 2021 and 
onwards 

UNDP personnel will be present as observer at bid opening when estimate total amount 
of tender is above USD 5,000. 

Being implemented 
from the earliest 
coming bid opening 

Protocol with the results of the tender will be signed by the members of evaluation 
panels and UNDP representative as observer 

10 August 2021 and 
onwards 

 

 

  



12 FINAL AUDIT REPORT | UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) 

 

Finding no.:2 Title: Allocation of personnel costs not documented 

Observation:  

The UNDP Programme and Operations Policies and Procedures (POPP) guidelines on Service Contracts (Article 50), 
effective from 1 July 2018, states that “the HR Unit is responsible for maintaining records for monitoring and reporting 
purposes”. 

For six individuals whose personnel costs we sampled, all of whom have signed service contracts with UNDP, we noted 
that monthly remuneration has been split between up to ten RPP projects, including the project subject to audit.  
While the Office explained that this was because these individuals worked on more than one project, they did not 
provide any documentation that would give us assurance that the allocation between projects correctly reflects the 
time spent by project staff on different activities; for example, the service contract for each of the individuals 
concerned did not include a chart of accounts. Moreover, staff do not fill in timesheets. However, for all other costs 
that had been split between projects, such as office costs and remuneration paid to international personnel, 
allocation keys were provided. 

We do not consider this finding to have a financial impact as we do not have any evidence to suggest that the 
personnel costs claimed in respect of this project are excessive. 
 

Priority: Medium (Important) 

Recommendation:  

The Office should maintain evidence of how personnel costs are split between different projects and how these 
allocations have been calculated in order to provide assurance that costs attributed to specific projects are accurate. 

Management comments and action plan:  

The Country Office HR Unit maintains the human resource related documents in accordance with the UNDP POPP 
guidelines.  

The RPP programme is reflected as one Award (Project no.102396) with several Outputs, including the output subject 
of the audit (no. 111513), in the UNDP Corporate ERP system. Different outputs in case of RPP portfolio have been 
introduced due to the diverse source of funding by different donors and due to efficient expense monitoring and 
reporting purposes. The diversification of salary cost among the outputs of the RPP Project is at the discretion of the 
Portfolio Manager and the CO Management.  

With reference to the chart of account included in the Service Contract, to be noted that the contract is a corporate 
global template, and as such, does not envisage the field for the chart of accounts. However, “Request for 
Recruitment” that precedes the initiation of SC holder recruitment, and “Request for Service Contract Extension” 
that certify the management decision on the contract extension, do have the designated field for COA.  

With reference to the note on the timesheets to be noted that this is not a corporate requirement of UNDP and UNDP 
maintains attendance records in the ERP system. Furthermore, the HR Unit regularly generates Attendance Records 
Cards (ARCs) which were presented to the Audit. 

To improve the internal system and justification of the project staff salary distribution among the different outputs, 
the CO will conduct a Workload Study by end of July 2021 that will serve as a baseline of salary distribution among 
the different outputs, subject of the donor agreement and the annual work-plan approval by the CO Management.  

The Workload Study will be updated in case of a new output, resp. in case of changes of the portfolio organogram, 
but minimum once per year. 

 

 
 
MARK HENDERSON 
PARTNER 
 
BDO LLP 
55 Baker Street 
London W1U 7EU 
 
3 August 2021
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ANNEXES 
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ANNEX I:COMBINED DELIVERY REPORT 
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Mark Henderson
Partner

BDO LLP
55 Baker Street
London W1U 7EU

3 August 2021
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ANNEX II: STATEMENT OF ASSETS 

Mark Henderson
Partner

BDO LLP
55 Baker Street
London W1U 7EU

3 August 2021
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ANNEX III: 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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