UNITED NATIONS DEVELOPMENT PROGRAMME
Office of Audit and Investigations

- &

Empowered lives.
Resilient nations.

AUDIT

OF

UNDP SYRIAN ARAB REPUBLIC

EMERGENCY SUPPORT TO BANIAS AND AL-ZARA POWER STATIONS
(Directly Implemented Project No. 86567, Output No. 99249)

Report No. 2078
Issue Date: 23 July 2019



United Nations Development Programme
Office of Audit and Investigations

- @)

Empowered lives.
Resilient nations.

Report on the Audit of UNDP Syrian Arab Republic
Emergency Support to Banias and Al-Zara Power Stations
(Project No. 86567, Output No. 99249)
Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Talal Abu-Ghazaleh & Co. (the audit firm), from 5 to
16 May 2019, conducted an audit of Emergency Support to Banias and Al-Zara Power Stations (Project No.
86567, Output No. 99249) (the Project), which is directly implemented and managed by the UNDP Country Office
in the Syrian Arab Republic (the Office). The last audit of the Project was conducted by OAl, through Talal Abu-
Ghazaleh & Co. in 2018 and covered project expenses from 1 January to 31 December 2017.

The audit firm conducted a financial audit to express an opinion on whether the financial statements present
fairly, in all material aspects, the Project's operations. The audit covered the Project’s Combined Delivery Report,
which includes expenses for the period from 1 January to 31 December 2018 and the accompanying Funds
Utilization statement' as of 31 December 2018. The audit did not include expenses processed and approved in
locations outside of the country (such as UNDP Regional Centres and UNDP Headquarters). The audit did not
cover the Statement of Assets as no assets were held by the Project. In addition, the audit did not cover the
Statement of Cash as no separate bank account was established and maintained for the Project.

The audit was conducted under the general supervision of OAl in conformance with the International Standards
for the Professional Practice of Internal Auditing.

Audit results

Based on the audit report submitted by the audit firm, the results are summarized in the table below:

Project Expenses*

Amount Opinion
(in $‘000)
5,161 Unmodified

*Expenses recorded in the Combined Delivery Report were $5,325,365. Excluded from the audit scope were
expenses processed and approved by other UNDP offices outside of the country (5164,376).

The audit did not result in any recommendations.
Implementation status of previous OAl audit recommendations:

The previous audit (Report No. 1949, issued on 10 July 2018) did not result in any recommendations.

! The Funds Utilization statement includes the balance, as at a given date, of five items: (a) outstanding advances received by the project; (b)
undepreciated fixed assets used at the project level; (c) inventory held at the project level; (d) prepayments made by the project; and (e)
outstanding commitments held at the project level.
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Management comments and action plan

Comments and/or additional information provided have been incorporated into the report, where appropriate.
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ntoine Khoury
Officer-in-Charge
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PART I - EXECUTIVE SUMMARY

1.1. Executive Summary:

This report represents the results of the financial audit conducted by Talal Abu — Ghazaleh & Co. of
the project ID 86567 - Output ID 99249 “Emergency support to Banias & Al-Zara Power Stations”
(the project), directly implemented by UNDP Country Office in Syria for the period from 1 January

to 31 December 2018.

The audit was undertaken on behalf of UNDP, Office of Audit and Investigations (OAI) and
mandated in accordance with the Contract for Professional Services signed between UNDP and
Talal Abu — Ghazaleh & Co. on 5 April 2019.

— Audit Opinions:
The following is the summary of the audit opinions provided:
Report on Type of opinion Note
Financial Position Unmodified
Statement of Fixed Assets Not applicable | There are no fixed assets or equipment,
therefore, no audit opinion is provided
on the statement of fixed assets.
Statement of Cash Not applicable | There was no separate bank account
for the project under audit therefore,
no audit opinion is provided on the
Statement of Cash.
— Audit findings:

No findings have been identified as a result of our audit.

Follow-up on Previous year audit recommendations:

The output ID 99249 “Emergency support to Banias & Al-Zara Power Stations” was audited in the
prior year for FY2017. The previous audit report no. 1949 did not result in any recommendations.

Sincerely yours,

Jamal Milhem, CPA
Certified Accountan

Talal Abu —Ghaza
License No. 251/1997

Ramallah - Palestine, 18 July 2019

Green Tower Building

34 Floor, Al-Nuzha Street
Tel.: +970 229 88 220/ 1
Fax: +970 229 88 219
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1.2. Audit Objectives

A.

1)

2)

3)

The objective of the financial audit is to express an opinion on the project’s financial
position which include:

Expressing an opinion on whether the financial expenses incurred by the Project from
1 January to 31 December 2018 and the Funds Utilization statement, the accounts
receivable and the accounts payable as at 31 December 2018 were 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. The Combined Delivery Report (CDR) and the accompanying
Funds Utilization statement are the mandatory and official statements upon which the
audit opinion will be expressed. Other forms of statement of expenses that may be
prepared by a project office are not accepted.

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 2018. This statement should include all assets available as at
31 December 2018 and not only those purchased in the period under audit. Where a DIM
project does not have any assets or equipment it will not be necessary to express such an
opinion; and

Expressing an opinion on whether the statement of cash held by the Project presents
fairly the cash and bank balance of UNDP Project as at 31 December 2018.
Disbursements made against directly implemented project, DIM projects are usually
financed from the regular country office bank accounts. Exceptionally, a dedicated bank
account may be opened and used solely for the cash transactions of a DIM project, e.g. if
the project is in a remote location. It is required to express an opinion on the Statement
of Cash only where a dedicated bank accounts for the DIM project has been established.
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.

. Providing the progress made in implementing the recommendations raised in a previous

year audit report (if any).

The financial audit was conducted in accordance with the International Standards on
Auditing (ISA), the 700 series.
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1.3. Scope of Audit:

The scope of the audit relates only to transactions concluded and recorded against the UNDP
DIM project for the period from 1 January to 31 December 2018.
The scope of the audit did not include:
e Activities and expenses incurred or undertaken at the level of “responsible parties”;
and
e Expenses processed and approved in locations outside the country such as UNDP
Regional Centers and UNDP Headquarters and where the supporting documentation
is not retained at the level of the UNDP office.
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1. PART II - FINANCIAL AUDIT REPORTS

2.1. Auditor’s Report on Financial Position

Independent Auditor’s Report on the Project Financial Position
Of UNDP DIM Project ID 86567 - Output ID 99249
“Emergency support to Banias & Al-Zara Power Stations”

To the Director of the Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)

We have audited the financial position of the UNDP project ID 86567 - output ID 99249
“Emergency support to Banias & Al-Zara Power Stations”, for the period from 1 January to 31
December 2018, which include: (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 totaling USD 5,325,365.05 is comprised of expenditure directly
incurred by the UNDP Office in Syria for an amount of USD 5,160,989.47 and expenditure
incurred by entities other than the Office for an amount of USD 164,375.58. Our audit only
covered the expenditure directly incurred by the UNDP Office in Syria of USD 5,160,989.47.

Unmodified Opinion

In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization
Statement present fairly, in all material respects the total expenses of USD 5,160,989.47
directly incurred by UNDP Office in Syria and charged to the project ID 86567 — output ID
99249 “Emergency support to Banias & Al-Zara Power Stations” for the period from 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;
(ii1) 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 (ISAs). Our
responsibilities under those provisions and standards are further described in the auditor’s
responsibilities for the audit of the CDR and Funds Utilization section of our 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’s 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 is free from material
misstatement, whether due to fraud or error.
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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 skepticism throughout the audit. We also:

= Jdentify and assess the risks of material misstatement of the CDR and 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 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.

Jamal Milhem, CPA

Certified Accountant Licen§e # £100/98 "
Talal Abu —Ghazaleh & €4. \W) <
License No. 251/1997

Ramallah — Palestine, 31 May 2019
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2.2. Combined Delivery Report (CDR) and Funds Utilization Statement

“Emergency support to Banias & Al-Zara Power stations”
(Project ID 86567 - Output ID 99249)
For the Year Ended 31 December 2018
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UND o
Report ID:  ungledrp
Selection Criteria |

Business Unit: SYR10

Period Jan-Dec (2018)

Selected Project I¢ : ALL

Selected Fund Cogde @ ALL

Selected Dept. 108 : ALL
40 ts :

40

Location :

1 Govt Exp UNDP Exp UN Agencles Exp Total Exp

Dept: 47203 (Syria - Crisis Prev & Revry)
Fund : 30000 (FROGRAMME COST SHARING)

61105 - Salaries - NP Staff 0.00 18,089.60 0.00 18,069.60
61305 - Salaries - iP Staff 0.00 36,735.25 0.00 36,735.25
61310 - Post Adjustment - IP Staff 0.00 12,930.81 0.00 12,930.81
62105 - Depandency Allowance-NP Staff 0.00 156.00 0.00 156.00
62110 - Contrib Joint Staff Pension-NP 0.00 2,918.46 0.00 2,918.48
62115 -Contrib to Med,Sccins-NP Staff 0.00 154544 0.00 1,545.44
62120 - Hazard Duty Station Allow-NFP 0.00 2,418.24 0.00 241824
62140 -Annual Leave Expense - NO 0.00 -1,837.60 ©.C0 -1.837.60
62305 - Dapendency Allowances-1P Staff 0.00 2,979.97 0.00 2,979.97
62310 - Contrib 1o Jt Staff Pens Fd-IP 0.00 11,926.08 0.00 11,026.08
62315 - Conlrib. to medical, social in 0.00 421.92 0.00 421,92
62320 - Mobility, Hardship, Non-remova 0.00 14,515.35 0.00 14,515.35
62335 -Hazard Duty Station Allow-1P 0.00 5,102.20 0.00 5,102.20
62340 - Annual Leave Expense - IP 0.00 -470.78 0.00 -470.78
63325 - Security Evacuation - IP Staff 0.00 31,980.54 0.00 31,980.54
63330 - Ed Grt Incl Trvi&Aliow-IP Stf 0.00 7.792.00 0.00 7,792.00
§3335 ~Home Leave Trvl & Allow-IP Stf 0.00 1,079.19 0.00 1,078.19
63350 - Reimb of Income Tax-IP Staff 0.00 2,493.22 0.00 2,493.22
63365 - Special Oper Living Allow-IP 0.00 12,005.17 c.00 12,005.17
63530 + Contribution to EOS Benefits 0.00 2,540.10 0.00 2,540.10
63535 + Contribution to Security 0.00 4,233.45 0.00 4,233.45
63540 4 Contribution 1o Training 0.C0 270.92 0.00 270.92
63545 « Contribution to ICT 0.00 1,016.04 0.00 1,016.04
83550 + Contributions to MAIP 0.00 67.73 0.00 67.73
63555 : Contribution to UN JFA 0.00 2,201.43 0.00 2,201.43
63560 + Contributions to Appendix D 0.00 169.37 0.00 169.37
64110 + Separations - NP Staff 0.00 361.39 0.00 361.39
84310 + Separaticns - IP Staff 0.00 695.35 0.00 695.36
64397 + Services to projects -CO staff 0.00 176.,000.00 0.00 475,000.00
65115 + Contributions to ASH! Reserve 0.00 6,570.34 0.00 8,570.34
65135 + Payroll Mgt Cost Recovery ATLA 0.00 694.32 0.00 694.32
71205 + Int! Consultants-Sht Term-Tech .00 0.14 0.00 .14
71305 + Local Consult.-Sht Term-Tech 0.00 8,048.41 0.00 8.048.41
71405 - Service Contracts-Indivicuals 0.00 32,453.21 0.00 32,453.21
71410 ~ MAIFP Promium SC 0.00 21.04 0.00 " 21.04
71415 - Contribulicn to Security SC 0.00 1,317.12 0.00 1,317.12
71520 - UNV-Language Allowance 0.00 3,894.80 0.00 3.894.80
71605 ~ Travel Tickets-Intemational 0.00 4,350.00 0.00 4,350.00
71815 - Daily Subsistence Allow-Intl 0.00 98.40 0.00 98.40
71620 - Dally Subsistence Alliow-Local 0.00 11,327.33 0.00 11,327.33
71630 - Shipment 0.00 74,898.00 0.00 74,898.00
718635 - Travel - Other 0.00 492 84 0.00 492.84
72105 - Svec Co-Construction & Engineer 0.00 24,078.86 0.00 24.078.86
72125 - Svc Co-Studies & Research Serv 0.00 1,597.00 0.00 1,597.00
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UN Development Programme Page 2 of
Report ID:  ungledrp Run Time: 22~04-2019 13:04:18
Secin S Period : Jan-Dec (2018)
Emergency supp Banias& Al-Zara Impl. Partner : 99999 UNDP
Location :
[ Govt Exp UNDP Exp UN Agencies Exp Total Exp
72210 - Machinery and Equipment 0.00 4,235,452.59 0.00 4,235,452.59
72405 - Acquisition of Communic Equip 0.00 10,080.00 0.00 10,080.00
72805 - Acquis of Computer Hardware 0.00 714.29 0.00 714.29
74110 - Audit Fees 0.00 12,255.00 0.00 12,255.00
74705 - Port Operation 0.00 $6,690.00 0.00 56,690.00
74725 - Other LT.S.H. 0.00 30,551.13 0.00 30,551.13
75105 - Facilities & Admin - Implement 0.00 389,359.95 0.00 389,359.95
75705 - Leaming costs 0.00 4,097.70 0.00 4,097.70
76125 - Realized Loss 0.00 20,725.47 0.00 20,725.47
76135 - Realized Gain 0.00 1,259.02 0.00 1,259.02
77630 - Dep Exp Owned - ITC 0.00 0.00 0.00 0.00
Total for Fund 30000 0.00 5,278,343.80 0.00 5,278,343.80
Total for Dept: 47203 0.00 5,278,343.80 0.00 5,278,343.80
Dept: 47217 (Syria-Damascus(FINANCE Only))
Fund : 30000 (PROGRAMME COST SHARING)
62335 - Hazard Duty Station Allow-IP 0.00 1,209.80 0.00 1,209.80
63325 - Security Evacuation - IP Staff 0.00 9,948.67 0.00 9,948.67
74225 - Other Media Costs 0.00 459.57 0.00 459.57
75105 - Facilities & Admin - Implement 0.00 929.44 0.00 929.44
76125 - Realized Loss 0.00 4.50 0.00 4.50
76135 - Realized Gain 0.00 -73.63 0.00 -73.63
Total for Fund 30000 0.00 12,478.35 0.00 12,478.35
Total for Dept: 47217 0.00 12,478.35 0.00 12,478.35
Dept: 47222 (Syria-Hama(FINANCE Only))
Fund : 30000 (PROGRAMME COST SHARING)
72105 - Svc Co-Construction & Engineer 0.00 207.17 0.00 207.17
74520 - Storage 0.00 31,777.00 0.00 31,777.00
75105 - Facilities & Admin - Implement 0.00 2,558.73 0.00 2,558.73
Total for Fund 30000 0.00 34,542.90 0.00 34,542.90
Total for Dept: 47222 0.00 34,542.90 0.00 34,542.90
Total for Output : 00099249 0.00 5,325,365.05 0.00 5,325,365.05
Project Total : 0.00 5,325,365.05 0.00 5,325,365.05
Signed By : S € Date:

Signed By : @ Sl Date 29.04 19
At S
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Report ID:  unglédrp Run Time: 22-04-2019 13:04:18
Business Unit: = SYR10
Period : : Jan-Dec (2018)
Selocted Project jd:  ALL
Selected Fund Céde : ALL
Selected Dept. IDs : ALL
Selected Outputy : 00099249
[Projfect 1d Al Perlod ; Jan-Deg (2018)
Output #:  ALL Impl. Partner :
; : : Location :
l vt Ex UNDP Ex UN Agencles Ex| Total Exp |
47203 -Syria - Crisis Prev & Revry 0.00 §,278,343.80 0.00 5,278,343.80
47217 -Syria-Damascus{FINANCE Only} 0.00 12,478.35 0.00 12,478.35
47222 -Syria-Hama(FINANCE Only) 0.00 34,542.90 0.00 34,542.90
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Funds Utilization

Selection Criterid :

Business Unit: ' SYR10

Period : Jan-Dec (2018)
Selected Project Id : ALL
Selected Fund Code : ALL
Selected Dept. iDs : ALL
Selected Qutputs : 00099249

Project/Award:| 00086567 Emerg Sup to Critical Sec in S

Period : As at Dec 31, 2018

Puu_mc # W Tmpl. Partner :99999 UNDP

UNDP AMOUNT

Outstanding NEX advances
Undepreciated Fixed Assels
Unamortized [ntangible Assets
inventory

Prepayments$

0.00
0.00
0.00
0.00
0.00

Commitments

708,034.88



