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Dear  Director, 

We have recently completed our fieldwork for the final audit for the year ending 

31 December 2011 of the Sustainable Development Programme of Lugansk 

oblast, ATLAS project ID 60297 executed by UNDP Ukraine.  

The purpose of this letter is to bring to your attention certain matters which were 

encountered in the course of our work and to offer our comments and 

recommendations.  These comments, by their nature, are critical as they relate 

solely to weaknesses and do not address the many strong features and controls 

within the companies systems. 

The primary purpose of our examination was expressing an opinion on the 

Statement of Expenditures and Assets position of the project. 

We performed our procedures on the financial systems of the project Combined 

Delivery Report only to the extent as required by International Standards on 

Auditing. Our evaluation with respect to these financial systems was not 

designed to specifically audit internal controls. Such procedures would not 

necessarily disclose all weaknesses in the systems 

 

To facilitate your review and follow up, detailed information relating to the major 

findings is presented on the following pages. 

The contents of this letter have been discussed with the responsible 

management personnel and apply to the controls and procedures in existence 

during our examination. We have not updated these items since 28 September 

2012.  

We would be pleased to discuss our comments and recommendations with you 

and to assist you with their implementation. 

We would also like to acknowledge the co-operation and assistance extended 

to us by the personnel of the companies during the course of our work. 

 

 

Very truly yours, 

 
Quentin Crossley 
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Observation 1 

Accounting entries using incorrect accounts 

Condition: 

During our audit we identified several instances of accounting entries being made using incorrect accounts. Several entries were made to the Sundry account instead 

of the correct respective account. For instance, during our testing we identified accounting entries related to the purchase of new tires and maintenance of cars 

booked on account 74525 – Sundry instead of being booked on account 73410 - Maint, Oper of Transport Equipment.  

  

Criteria:  

We understand the UNDP office should follow the UNDP Accounting Standard Chart of Accounts and place accounting entries to the correct disbursements line in 

the Combined Delivery Report (hereinafter “CDR”) in order to preserve a proper presentation.  

  

Cause:  

Based on our understanding it was the local accountant´s assumption that it was permissible to use the Sundry account for accounting entry of any expenses as long 

as it is not „overspent“ and is less than 10% of total spending. However, we understand there is no such UNDP policy in place.  

 

Effect, potential impact or risk: 

Increased risk of incorrect presentation of disbursements in CDR.  

  

Priority: 

Medium 

 

Recommendation: 

In order to mitigate the risk of an incorrect presentation of disbursements in CDR, we recommend the accountants cease using the so called “overspent” rule and 

book the expenses on the appropriate disbursements line in accordance with UNDP accounting standard chart of accounts. 
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Observation 1 

Accounting entries using incorrect accounts 

Management comments: 

In accordance with UNDP Programme and Operations Policies and Procedures (POPP) each project implemented by UNDP has individual Annual Work Plan (AWP) 

duly approved by the Project Board with detailed distribution of available resources to achieve the expected results. Any substantial or financial adjustments to 

already approved AWP are subject to Project/Programme Board decision and agreement between signatories of the project. Thus, Project Manager is fully 

responsible for utilization of the available resources within the approved AWP only.  

Bearing in mind that Lugansk project did not have any resources under the budget account 73400 - “Maintenance, Operation of Transport Equipment” all expenses 

related to maintenance of project vehicle were allocated to the budget account 74500 “Miscellaneous Expenses” or expenses not identified under any available 

inputs within the annual approved resource allocation.  

We will make every effort to accurately plan for all required inputs, so that most appropriate account code are used. 
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Appendix 1 

Definitions of Priorities of Audit Recommendations   

The audit observations are categorized according to the priority of the audit recommendations and the possible causes of the issues  The categorized audit 

observation provide a basis by which the UNDP country office management is to address the issues. 

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. 
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