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MOSTAFA SHAWKI & CO

INDEPENDENT AUDITOR'S REPORT
ON STATEMENT OF EXPENSES (UNDP CDR)

To the National Project Director and
The Resident Representative United Nations Development Programme (UNDP)
Cairo, Egypt.

We have audited the accompanying Statement of Expenses of VSU Pilot Project Project Award
no. 00098237 for the period from January 1, 2019 to December 31, 2019.

Opinion

In our opinion, the attached Statement of Expenses present fairly, in all material respects, the
expense of USD 46,424 (excluding UNDP support service expense of USD 1,073) incurred by
VSU Pilot Project for the period from January 1, 2019 to December 31, 2019, in accordance
with agreed upon 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 UNDP
regulations and rules, policies and procedures; 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 provision standards are further described in the Auditor’s
Responsibilities for the audit of the Expense section of our report. We are independent of the
UNDP in accordance with the international ethical standards board of accountants’ code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilied 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 and fair presentation of the statement for
VSU Pilot Project and for such internal control as management determines is necessary to
enable the preparation of a 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 statement of expenses 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 these documents.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the statement of expenses, 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.

e 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.

Cairg Marclh 020
:’ LIy A g
’{%:i’-‘“‘f{’f{\‘;‘\‘ .

i
3
'MAZARS Mug!gm%mwm
el
R /j:.f/”?ﬂ



i

e M AZARS

!

MOSTAFA SHAWKI & CO

INDEPENDENT AUDITOR'S REPORT
ON STATEMENT OF ASSETS AND EQUIPMENT

To the National Project Director and
The Resident Representative United Nations Development Programme (UNDP)
Cairo, Egypt.

We have audited the accompanying Statement of assets and equipment of VSU Pilot Project
Award Number. 00098237 as at December 31, 2019.

Opinion
In our opinion, the Statement of assets and equipment present fairly, in all material respects, the

assets and equipment status of VSU Pilot Project amounting to USD 1,850 as at
December 31, 2019, in accordance with agreed upon accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those provision standards are further described in the Auditor’s
Responsibilities for the audit of the statement assets and equipment. We are independent of the
UNDP in accordance with the international ethical 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 and fair presentation of a statement of assets and
equipment for VSU Pilot Project and for such internal control as management determines is
necessary to enable the preparation of a statement of assets and equipment 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 assets and
equipment 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 aiways 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.
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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 assets and
equipment, 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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MOSTAFA SHAWKI & CO

INDEPENDENT AUDITOR'S REPORT
ON STATEMENT OF CASH POSITION

To the National Project Director and
The Resident Representative United Nations Development Programme (UNDP)
Cairo, Egypt.

Since all project expenditures are financed through UNDP and the project did not maintain a
bank account or petty cash balance as at December 31, 2019, therefore we did not issue an audit
report on the statement of cash position.
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VYSU PILOT PROJECT
AWARD NUMBER 00098237
NOTES ON THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1,2019 TO DECEMBER 31, 2019
(Amount expressed in US Dollar)

I. BACKGROUND

A. Project Main Information:
VSU Pilot Project was initiated under the UNDP atlas Award 00098237,

The project is implemented by the Ministry of State Environmental A ffairs.

As per the last budget revision dated 23 December 2019, the project start date is
year 2018 and estimated completion date is year 2020. The project approved budget is
USD 295.000. The project budget for year 2019 and beyond is USD 256,049
distributed as USD 1,644,613 from MP Prog Res Gen Prog.

B. Project Background and objectives:

The objective of this project is support very smail PU users in cost-effective way by:

- Optimizing validating and disseminating easy to use low cost PU metering
equipment and

- Introducing pre-packed systems
While the earmarked technologies will be applicable to VSUs anywhere in the
world. the country selected for implementation in Egypt. Egypt is a party to the
Vienna convention and the Montreal protocol and ratified the London, Copenhagen
and Montreal amendments, The country is fully committed to the phaseout of
HCFCs and willing to take the lead in assessing and implementing new HCFC
phaseout technologies, particularly in the foam sector investment projects ever under
the MLF Egypt has local PU system house that frequently combine importations and
distributions for major international chemical and equipment manufactures with
local blending for SMEs. In addition, most international PU chemical suppliers are
represented with offices or their own system house. its existing HCFC phaseout
program has a section dedicated to VSUs that is in need for the outcome of this
demonstration project but will not require additional investment funding. Similar
projects in Brazil Mexico and Nigeria are also in need to address its VSU customers.

Impact of project Montreal Protacol Obligations related to VSUs:

The project is a pilot project aimed to optimize PU sector technologies and will
contribute indirectly to the fulfilment of Montreal protocol obligations in any
country with VSU subsector. In Egypt, Mexico and Nigeria this will facilitate
existing, approved program and not lead to additional funding just better
implementation because. if successfully validated the optimized technology will
contribute to availability of better and cost-effective phaseout options,



2. SIGNIFICANT ACCOUNTING POLICIES

A.Description of the Statements

1. Statement of Expenditures - Combined Delivery Report (CDR)

The CDR combines the project expenditures from three disbursement sources for a

calendar year. The three disbursement sources include:

a. The implement partner disbursement is recorded in the Government disbursement
column in the CDR.

b. UNDP disbursements are recorded in UNDP disbursement column in the CDR
These disbursements include the Direct Payment which the implementing partners
is responsible for the expenditure but requesting UNDP to effect payments to
vendors/ consultant on its behalf, and UNDP Support Services which is the project
expenditures that UNDP is fully responsible and accountable for.

c. The UN agencies expenditures related to the are recorded in the UN agencies
column in the CDR.

2, Statement of Assets and equipment

The statement of assets and equipment is prepared based on actual delivery schedule
of assets and equipment. Assets and equipment are recorded in the statement upon
delivery and receipt of assets / equipment by the project. Assets / equipment are
recorded at their historical cost.

The UNDP office retains the ownership title of all assets / equipment acquired through
UNDP funds till project close-out. Upon close-out, the project management prepares a
detailed list to be submitted to UNDP to obtain a final determination on the transfer of
title to the implementing partner or delivery of assets to the UNDP office.

B.The significant accounting policies adopted in the preparation of the fund
accountability statement are as follows:

(2-1) Basis of Accounting:

The project management’s policy is to prepare the financial statements using
cash receipts and disbursements basis. Therefore, revenue is recognized when
received rather than when earned, and expenses are recognized when paid rather
than when incurred.

(2-2) Fareign Currency exchange
The project reporting currency is US Dollar. Transactions in other currencies are
translated to reporting currency using the monthly exchange rate determined by
UNDP country office.

For reporting purpose in preparing the statement of assets and equipment, cost of
assets and equipment in EGP as at December 31, 2019 was translated to
US Dollar at the year-end exchange rate which was | USD equal 16.024 EGP.



MANAGEMENT LETTER

To the National Project Director and
The Resident Representative United Nations Development Programme (UNDP)
Cairo, Egypt.

We have completed our financial audit of the financial reports of VSU Pilot Project funded by
the UNDP through award Number. 00098237 as implemented by the Ministry of State for
Environmental Affairs during the period from January 1, 2019 through December 31, 2019,

We have issued our reports on the statement of expenditure for the year ended
December 31, 2019, statement of assets and equipment and statement of cash position as at
December 31, 2019 dated March 30, 2020.

In planning and performing our audit of the financial reports and in accordance with the Terms
of Reference, we considered the general review of the project progress and the assessment of the
project internal controls in order to determine the general compliance with broad project
document covenants as well as our auditing procedures for the purpose of expressing our opinion
on the financial reports and not to provide assurance on the internal control structure and/ or
compliance with specific covenants relating to specific performance criteria / output.

In addition, and in accordance with annex 1 to the terms reference, we have assessed the overall
management of the project’s implementation, review work plans, progress reports, project
budget, project expenditures, project delivery, recruitment, operations, financial closing and
disposal/ transfer of assets.

The management of VSU Pilot Project is responsible for management and implementation of
project’s agreed upon activities as well as establishing and maintaining an adequate monitoring,
evaluation and reporting system that measures and reports project’s timelines in relation to
progress milestones and planned completion date. Also, VSU Pilot Project. Project’s
management is responsible for establishing and maintaining as internal control structure. In
fulfilling this responsibility, estimates and judgments by the management are required to assess
the expected benefits and related costs of internal control structure policies and procedures.

The objectives of monitoring, evaluation and reporting system is to provide management with
reasonable, but not absolute, assurance that project management has a results-oriented reporting
system which provided financial and performance results, actual results were in the same format
as the budget, variances between budgeted and actual amounts were accounted for,

Meaningful measurements of actual performances were provided, accurate and timely
performance reports were provided, and information necessary to periodically evaluate the cost
versus benefits of the project were provided.



While the objectives of an internal control structure are to provide management with reasonable,
but not absolute, assurance that assets are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management’s authorization
and in accordance with the terms and agreements, and transactions are recorded properly to
permit the preparation of the financial reports in conformity with the basis of accounting
described in Note 2 to the firancial reporis.

Because of the inherent limitations in any internal control structure, errors or isregularities may,
nevertheless occur and not be detected.

Also, projection of any evaluation of the structure to future periods is subject to the risk that
procedures may become inadequate because of changes in conditions or that the effectiveness of
the design and operation of policies and procedures may deteriorate,

In planning and performing our audit of the financial reports described in the first paragraph, we
obtained an understanding of the internal control structure. However, our consideration of the
internal control structure would not necessarily disclose all matters in the internal control
structure that might be material weaknesses.

During our audit, we noted certain issue involving the project internal control structure which we
believe. are necessary to be highlighted to the project management.

Internal Control Asscssment

We had conducted a general assessment of Internal Controls in accordance to the established
internal control standards. Our assessment was conducted as part of our audit of the UNDP NIM
project’s and not for the expressing opinion on it. The procedures included the following:

- Reviewing the expenses made by the implementing partner and assess whether they are
in accordance with the project document, Annual Work Plan (AWP) and budgets and in
compliance with the UNDP Programme and Operations Policies and Procedures (POPP)
on results and accountability.

- Reviewing the process for procurement/ contracting and assess whether it was transport
and competitive.

- Reviewing the use and control and disposal of non-expendable equipment and assess
whether it is compliance with UNDP POPP on results and accountability and also
whether the equipment procured met the identified needs and whether its use was in line
with intended purposes.

- Review the process for recruiting project personal and consultants and assess whether it
was transparent and competitive.

- Review the implementing partner accounting records and assess their adequacy for
maintaining accurate and complete records of receipts and disbursements.

- Reviewing that the requests for direct payments and ensure that they were signed by the
authorized governmental officials.



Available Facilities and Right of Access

The project maintains proper filing of its records which includes electronic filing and hard copies
expenditures with its proper back up documents. Assets register with proper project tagging of
the assets. We had access to all available documents.

In addition, we have considered the prior audit findings while performing our audit and we have
followed up with manageinent on the proper corrective action taken to address those findings, if
any.

Follow up on prior Audit Findings

We have conducted a follow up on the audit report covering the year ended December 31, 2018
we have followed up on the prior audit finding and the corrective actions undertaken by
management to address these finding. Our methodology in this section is to write in details the
prior audit finding, the possible causes the risk severity, recommendation suggested to
management. management comment and finally our audit comment, in the auditor comment we
clearly identify whether the finding is closed or still recurring. If management properly
addressed the prior audit finding, then we report the finding as closed, thus no further action plan
is required from management. If management did not take proper action, we report the finding as
an outstanding finding where management still have to prepare an action plan to address it.

Audit finding:

The project’s rate of delivery as of 31 December 2018 was 39%

Recommendation

We recommend the project management to ensure timely supervision and monitoring over the
project’s rate of delivery, before the end of fiscal year, project management should initiate a
budget revision to rephrase funds in case it was determined that a material portion of the budget

will not be spent as planned.
Risk severity: low

Management response:

Reason behind the delivery as compared to the original project is due to the fact that there was
no project manager for almost all of 2018 and therefore there was no one to manage the
implementation of the project. Once the project manager came on board later during 2018 and
project was pushed to delivery, unfortunately, internal government procedures to authorize
release of payments took longer than anticipated. This issue was bought to the attention of
UNDP senior management in several quarterly team meetings. They tried to assistant but with no

vain.

Updated status:
Finding is cleared



Current Year Management Issued and Findings

For reviewing of project progress. we undertake the following procedures:

Reviewing the annual and quarterly work plan, quarterly and annual financial reports,
and requests for direct payments and assets terms of their timelines and their compliance
with the project document or the AWP, and the UNDP Programme Operations Policies
and Proceaures (POPP; on Resulis ivianagemeiit.

Reviewing the annual project report prepared by the implementing Partner and assets in
terms of compliance with UNDP guidelines.

Reviewing whether the decisions and / or recommendation of the above activities have
been followed through by the implementation partner.

Review whether implementation services of the UN Agency were provided in line with
the project document or AWP,

The project start date is year 2018 and the end date js 2020.

The award approved budget is USD 4,150,000. The project approved budget is
USD 295,000. The project budget for year 2019 and beyond is USD 236,049 distributed
as USD 1,644,613 from MP Prog Res Gen Prog

The project’s rate of delivery as of December 31,2019 was 93%, calculated as (Total
expenditures for the period from January 1, 2019 to December 31,2019 / Revised budget
for year 2019.

The result of our review did not identify any other material condition related to the
project progress, monitoring, evaluation and reporting system.



SUOLEPUSUILLOdD}Y PUE STONEATISq() JIPNY T8I A 1011 10j suglq U015y dn MO|joq ;] Xouuy



oieq
ST 1S

»

AEMUEB_ )

o7/ ")\

?eq
pisay Andacianng,

LS mieA|AS TR

DIeq
NPT Y TS

Jageuey 13fo1g TaPTL
[Muen wasseq oWty

nang npny Jwwasenel O daNN Jusudewew 153foa g
- |
T UEA OU YW ING WBSISSE O _
PaL) Say ) sEn wey {120en _
[BJATS U1 uMbaEEIIY Joruas
dCNPLIe uonuame 2ip o1 yinoc
SEM DNSSESIY | paqedionue uey f
Ja3u0p yoor swawd jo REGATRS pavud s uads ag jou
AZuoyInge o1 sanpasoud Jusunuaaog 1113 193png a1 jo o
{EWM {ppeunuogun - JELISTEL @ eyl paiia
01 paysnd sew 1aiud pue g o SEMIDSED u) spung asiaydol
BULIND 1B preoq o M Jadeurw 01 uoIS1A1 123png 1 e
waload oy ougy pafod MYy PInOYs wawaieuew 1aaload;
voneudtuaide ) aFeurur o) su {(Larap e R3SY o pua ay) Moja|
OU S 203t 22040001 pue gy Jo o) AP Jo e s 13001
Jo e 1sow)e o) wdeucat palol SLRTHTRITI A1IdA0 SupLIITOL %6
1] 1w DU SEW 20211 101 100) 241 01 an put pue uotsiazadns Spund||  sem goz 14D
RNERHTIETT] adeunw sE1al0ud jeuydue mp o paedwos ssaugoad QUNSLEY () JuMUdFrLRL 1£ Jo se Joanay
paey [RRITTSN, 1201y se.Uaatap oy puiyag uosEdy Mo 122(04,) 1atoad ay) puatuoasag AV || Joomess paload ay | |
oY) 1 uue] £
nepdasmeg | aeq ‘1w SMElg | aqisuadsay nun dwy (s) sjuawwodugy HIIAIG ¢ oy
_ Jouonduasag [enjay parepdpy rosia uvolay | jadreg| uonay (030 YALTEN] sy uypny UOUEPUINILOIIY UoNAIIS sqQ
ON
pauyenbun 2dA) voyndp | Sz9101 3ndnp | LETBG60GO | Jouipiemyl | \_

SUCHEPUIWILODDY PUE SUODEAIISGQ) TIPRY 183 X 1011 ] 10 Sug]g

uoldy dn mojo4



_AD JANMN 2Yy3 jo)ypne IY) uo u.—OQQm I Xouuy



f
\
L < \\w\ , R ITH| D
NP PDanTusg Dameuarg
I 1TeuR NI neluasarday E‘_qﬁuuw_ Andagipif Jadeuey 19alos BT
Nmeys pauyy aQg Tty UD|IDJA] UIBAJASTIRIE N (IweD) wWwosseg TameN
ULy 1ipny TRWIBEUTIAT 0 daNN JunuysenEw polodg
VIN V/N V/N __payyenbup reroy SL9l0l LET36000
{(uonndo jo (¢ (asn)
.“._u:o__:o—:omn:uE\toau._ SN)unowme FERTTIREN IWWB|ISIP*astaape paynJddpue
npnejosdedpue(s)ioqunu WANJO umopyeaiqpue 103519ApE ‘pay pa ‘oNInding ‘oN1dafoa g 1
uoneAL2sqo 1s1|) uolurdonpne uotudo jipngj | ‘paypijent | Henb'payiienbun) | ypneyuncury
Jouopwayenb uoyaedun ouoyeayyenbaoy(s)uoseay ._;:cm::_o umumdonpny
PeIEY(SIuon IS :.c:uh_c...o
neaynenb
Jo Junocwe
1e0]

610T12qUa297] | € 11858

(iadhsoday L1aaagpaurquo) gann

AAD JANN 293 JO }IpNe 3y) uo Jioday




HonIsod ysed J0 JUIUISIE)S 5Y) JO JIpNeE a1} 00 JA0doy (][] XoUUY



ameusg

10102a1p SuiBeueNDITL
DMBYS pawyy g PmeN

ULIL] NpnY

=k 3 \
IEQ

u>:£:um8ao~_ wapisay AindagTopng,

UD|o MeAILSIIIIEYN]

UIURISEUEIA O JANN

TINCUBIg

Ja8euey 130l01 ML
{IWED WIssEE ToUIEp]

U BILEY fHITHT] 13104,

V/N

V/N

VIN

SEol0L

LETB6000

(asn) uotnsoy
yseJjo wawawisuonedyenb
Jounowe jejo

uonIsoa |
yse)joruaurdels ~-uoiuidQupny

(asnleloc
13qWada( | € Jese

WIS
uonIs0g YseD joanjep

‘ox Inding

‘ON 133loay

UOISOJYSED) JO LUIWII KNG

uonisod ysed JO JUIUIREIS 31 JO JIPNE YY) U0 JIodoy




.-:UEQ:_ ba pue sjasse Jo juaurdje)s a3} Jo jipne ay) uo J10day] ‘Al Xouuy



ymeys pail

Wiy npny

QN\\V\( J)\I/\f

,\..ﬂiT

BT |

ameunlg

aaleasalday wapisay Kindsqsapig

U LIBAJASTIIIEN]

1HIASTURIN 0D dANN

"8°G PR °C

A 20 (]
. NI TATETS

J98euey 199014 BIL
[lWen) wasseg TN

TUOISFEUTIT 139104

V/N payjenbun 0s8'l £colol LETB6000
WISTIIOTTY I
uels 1vafoidwoyy oNndingQ *oNafoag
1uawdinby 3ANTINWND)G | 0T
(asnwawdinbs puesiassejo Juawaieg pues)assy 19qWada(] | flese

AP uo uonedenb jojuncweeio g

Jourwelg -uonndoupny

wwdinba
PUBSIISSE Joan e

1owdimbapuesjassejojuamain)g

juswdmba pue §}9SSE Jo JUIWIJE)S Y] JO JIPNE 3Y) UO J10doy



SUOYEPUIUIU0ID.1 PUE SUONBAISS(O JIPAE 1694 JUILIND U0 11043y A Xuuy



'suohiesado wd1]3 Yum uonsauuod ur sfuputy Kue jnuap ou PIP HPRE JU2009 34|

o101 LET6000
SHWWe) yusupy oN "ON ‘ON
Qoy/1aloay Lr1aa05ys1y L XRAT VO EPUILEI0IDY uonEAIISqOIpRY *AJIS ) mnding 13al04,)

SUOHEPUIUILIODDL PUE SUOHEAIIS(O JIPNE TEIA JUDLIND U0 J10day




BRI VARSI AU m}mm&:.vm&mﬁm:umﬁummmﬁ BRSO AR (T AT R TR TRV 3R 5 R T S A R A P R e SR v o

List of Fixed Assets

Annex VI
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