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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 Confidence Building Early Response Mechanism 

(COBERM), ATLAS project ID 74936 executed by UNDP Georgia.  

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 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 5 October 

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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Glossary of terms 

CDR Combined Delivery Report  

SOP Standard Operating Procedures  



Observation 1 
Accounting entries using 
incorrect accounts 
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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, which was according to management beyond project‟s 

control. For example, several entries related to micro capital grants were made to different accounts. The total amount of incorrectly booked amount resulted to USD 

876 thousand. For the illustration we included the list of incorrect entries in the table below. 

 

  

 

 

 

 

 

 

 

Criteria:  

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

CDR in order to preserve a proper presentation.  

  

Cause:  

There was a development of the Atlas system during the year 2011. Apart from the other amendments to the system, there was also change regarding the inputting 

of account numbers to purchase orders. In general, the accountants need to select proper account numbers from the so called “catalogue”. For certain periods of 

time, the catalogue was not properly set in the system and the accountants could not select the account linked to micro capital grants. Therefore in order to enter 

such a purchase order, the accountants had to choose the different closest account which suited the purpose of the micro capital grant expenditures.  

Micro capital grants disbursements booked on incorrect accounts    

Account Description USD thousand  

72105 Svc Co-Construction & Engineer 507 

75705 Learning costs 140 

72210 Machinery and Equipment 124 

74210 Printing and Publications 17 

72305 Agri & Forestry Products 28 

73216 Construction Cost 20 

75709 Learning - training of counter 40 

Total   876 
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Observation 1 

Accounting entries using incorrect accounts 

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 update and correction of the system in order to enable the 

accountants may select the appropriate accountant.  

 

Management comments: 

We as management need to mention hat the system was corrected in June-2012 with the introduction of the account for Grants (72600) in the Atlas Procurement 

Catalogue. 



 
 
 
Appendix 1 
Definitions of Priorities of Audit 
Recommendations 
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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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