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1. 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 89459 - output ID 95684 “Funding Facility for 
Stabilization” (the project), directly implemented by UNDP country office in Iraq for
the period from 1 January to 31 December 2019.

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 20 April 2020.

Audit Opinions:

The following is the summary of the audit opinions provided:

Report on Type of 
Opinion Note

Financial Position Modified
(Qualified)

Not recording the expenses in the correct 
accounting period caused net financial    
understatement US$ 12,896,562.21 *

Statement of Fixed Assets Unmodified None

Statement of Cash Not 
applicable

There was no separate bank account for the 
project under audit. Therefore, no audit
opinion to be provided on a Statement of Cash.

*Breakdown per account, of total net financial misstatement of FY2019 CDR:

Account Account description Amount USD
Net Financial 

Misstatement on 
FY2019 CDR

71305 LOCAL CONSULT.-SHT TERM-TECH 89,373.64 Overstatement

72105 SVC CO-CONSTRUCTION   
ENGINEER (388,545.75) Understatement

72210 MACHINERY AND EQUIPMENT 674,052.27 Overstatement
72402 BUILDING MAINTENANCE (12,316,141.47) Understatement

Net Impact (11,941,261.31) Understatement

(955,300.90)

GMS was 
overstated as a 
result of these 
transactions by 

8%
Total Net Financial Misstatement of 

FY2019 CDR (understatement) (12,896,562.21)
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Audit Finding:

As a result of our audit, the following findings were included in the management 
letter:
Ref
No. Summary of Audit Finding Priority Net Financial 

Misstatement

1

The current Combined Delivery Report 
(CDR) is overstated with an amount of US$ 
763,425.91 due to the recognition of 
expense amounts in the current CDR related 
to the previous year.

In addition, the current Combined Delivery 
Report (CDR) is understated with an amount 
of US$ 12,704,687.22 due to the recording 
of 2019 related expenses in 2020.

The net financial misstatement was 
understatement of 2019 expenses in the 
CDR by US$ 11,941,261.31 understatement.

This also led to the understatement of the 
General Management Support (GMS) 
(Facilities and Admin) amount in the current 
CDR by US$ 955,300.90.

Medium 
(Important)

Understatement of 
the expenses in the 
current CDR with 
an amount of 
US$ 12,896,562.21.

Follow-up on previous year’s audit recommendations:

The project ID 89459 - Output ID 95684 “Funding Facility for Stabilization” was 
audited in the prior year (audit ID 2147 issued on 16 August 2019). The previous 
audit report did not include any recommendations.

Sincerely yours,

Jamal Milhem, CPA
Certified Accountant License # (100/98)

Talal Abu – Ghazaleh & Co.
License No. 251/1997
Ramallah – Palestine, 
21 September 2020
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1.2. Audit Objectives

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

1) Expressing an opinion on whether the financial expenses incurred by the project 
for the period from 1 January to 31 December 2019 and the funds utilization, the 
accounts receivable and the accounts payable as at 31 December 2019 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. 

2) 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 2019. This statement should include all assets available as at 31 
December 2019 and not only those purchased in the year under audit. Where a 
DIM project does not have any assets or equipment, it will not be necessary to 
express such an opinion, and

3) 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 
2019. The audit firm is required to express an opinion on the Statement of Cash 
only where a dedicated bank account 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.

B. As applicable providing the progress made in implementing the 
recommendations raised in a previous year audit report.

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

3 



Financial audit of Directly Implemented Project ID 89459 – Output ID 95684 “Funding Facility For 
Stabilization” for the period from 1 January to 31 December 2019. 

 

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 2019.
The scope of the audit did not include:

Activities and expenses incurred or undertaken at the level of “responsible 
parties”; and

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 country office.
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2. 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 89459 – Output ID 95684

“Funding Facility for Stabilization”

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

Report on the Project Financial position
We have audited the financial position of the UNDP project ID 89459 - output ID 
95684 “Funding Facility for Stabilization” for the period from 1 January to 31 
December 2019, 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 expenditures totaling US$ 283,158,770.86, is comprised of expenditures
directly incurred by the UNDP country office in Iraq for an amount of US$
277,331,471.07 and expenditures incurred by entities other than the Country Office 
for an amount of US$ 5,827,299.79. Our audit only covered the expenditure directly 
incurred by the UNDP Country Office in Iraq of US$ 277,331,471.07.

Modified (Qualified) Opinion
In our opinion, except for the effects of the matter described in the basis for opinion 
section of our report, the accompanying Combined Delivery Report (CDR) and Funds 
Utilization Statement present fairly, in all material respects the total expenses of USD 
277,331,471.07 directly incurred by the UNDP Country Office in Iraq and charged to 
the project ID 89459 – Output 95684 for the period from 1 January to 31 December  
2019 in accordance with UNDP 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 regulations and rules, policies and procedures of UNDP; 
and (iv) supported by properly approved vouchers and other supporting documents.

Basis for Modified (Qualified) Opinion
We conducted our audit in accordance with International Standards on Auditing 
(ISA). 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion.

- The current 2019 CDR included US$ 763,425.91 related to 2018 expenses and 
the project 2019 unrecorded expenses were US$ 12,704,687.22, which were 
found recorded in 2020 CDR; The net financial misstatement was understating 
2019 CDR with the amount US$ 11,941,261.31 (the total misstatement with 
the GMS was US$ 12,896,562.21).

Management’s Responsibility

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.

Auditor’s Responsibility
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 ISA 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 ISA, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also:

Identify 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 controls.

Obtain an understanding of internal controls 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 controls.
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We communicated 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 controls that we identified during our 
audit.

Jamal Milhem, CPA
Certified Accountant License # (100/98)

Talal Abu – Ghazaleh & Co.
License No. 251/1997
Ramallah – Palestine, 19 August 2020
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2.2. Combined Delivery Report (CDR) and Funds Utilization statement:

“Funding Facility for Stabilization”
(Project ID 89459 - Output ID 95684)

for the period from 1 January to 31 December 2019
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2.3. Auditors Report on the Statement of Fixed Assets:

Independent Auditor’s Report on the Statement of Fixed Assets
of UNDP DIM Project ID 89459 – Output ID 95684

“Funding Facility for Stabilization”

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

We have audited the accompanying statement of fixed assets of the UNDP project ID 
89459 - output ID 95684 “Funding Facility for Stabilization” as at 31 December 2019.

Unmodified Opinion

In our opinion, the accompanying statement of fixed assets presents fairly in all 
material respects the assets status of the UNDP project ID 89459 - output ID 95684
“Funding Facility for Stabilization” amounting to US$ 1,162,795.72 as at 31 
December 2019 in accordance with UNDP accounting policies.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing 
(ISA). Our responsibilities under those provisions and standards are further described 
in the auditor’s responsibilities for the audit of the statement of fixed assets. 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 Responsibility
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 the statement of fixed assets that is free from material misstatement, 
whether due to fraud or error.

Auditor’s Responsibilities for the audit
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 
ISA 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 ISA, we exercise professional judgment and 
maintain professional skepticism 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 controls.

Obtain an understanding of internal controls 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 communicated 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 controls that we identified during our 
audit.

Jamal Milhem, CPA
Certified Accountant License # (100/98)

Talal Abu – Ghazaleh & Co.
License No. 251/1997
Ramallah – Palestine
19 August 2020
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2.4. Statement of Fixed Assets:

“Funding Facility for Stabilization”
(Project ID 89459 - Output ID 95684)

for the period from 1 January to 31 December 2019
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3. PART III: MANAGEMENT LETTER

3.1 Current year audit findings and recommendations 

To the Director of the Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)
Introduction
Under International Standards on Auditing, auditors are encouraged to report various 
matters concerning an entity’s internal controls structure noted during their audit and 
are required to report certain of those matters. Matters that are required to be reported 
are “significant deficiencies in the design or operation of the internal controls
structure that, in the auditor’s judgment, could adversely affect the entity’s ability to 
record, process, summarize, and report financial data consistent with the assertions of 
management in the financial statements”.

As part of our audit of the Project’s financial position of the Project ID 89459 - output 
ID 95684 “Funding Facility for Stabilization” for the period from 1 January to 31 
December 2019, we considered UNDP’s internal controls structure and compliance 
with its accounting policies in determining the scope of our audit procedures for the 
purpose of rendering an opinion on the financial statements. Our purpose was not to 
provide assurance on the internal controls structure.

We emphasize that the responsibility for a sound system of internal controls rests with 
management and work performed by external audit should not be relied upon to 
identify all strengths and weaknesses that may exist, neither should our work be relied 
upon to identify all circumstances of irregularity should there be any, although our 
audit procedures have been designed so that any material irregularity has a reasonable 
probability of discovery.

The matters raised in this part are those which came to our attention during the audit 
and are not necessarily a comprehensive statement of all the weaknesses that exist or 
all improvements that might be needed. Recommendations for improvements should 
be assessed by management for their full business impact before they are 
implemented. Effective implementation of our recommendations by management is 
important for the maintenance of a reliable internal controls system.

Acknowledgment
We wish to express our appreciation for the courtesy and cooperation extended to our 
representatives during the course of their work.

Jamal Milhem, CPA
Certified Accountant License # (100/98)

Talal Abu – Ghazaleh & Co.
License No. 251/1997
Ramallah – Palestine
19 August 2020
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Finding No. 1:

Title: Not Charging Project’s Expenditure in the Correct Reporting Period.

Criteria:
In accordance with IPSAS, UNDP expenses policy follows the accrual basis of 
accounting, under which transactions and events are recognized as they occur (and not 
only when cash or its equivalent is received or paid). The transaction and events are 
recorded in the accounting records and recognized in the financial statements of the 
periods to which they relate when goods or services are received and accepted by
UNDP and a corresponding liability to pay is created.

As UNDP have to comply with IPSAS, Offices should ensure any anticipated 
expenses before closing the year are recorded through accrual system using the 
correct accounting year.  Further, in accordance with UNDP POPP, it is important that 
the receipts be entered promptly in ATLAS when the goods and services are actually 
received. It is mandatory to enter receipts in ATLAS within 48 hours of actual receipt 
of goods and services, so that the expense and asset recognition is done correctly in 
accordance with UNDP accounting policy.

Observation

The office recorded the amount of US$ 763,425.91 in 2019 CDR although this 
amount represents expenses that related to FY2018 CDR, which also led to 
overstatement of the GMS (Facilities and Admin.) included in the current CDR by 
US$ 61,074.07.

Details are shown in the following table: 

Date of the 
invoice

Transaction ID
from 2019 books Description Amount US$ 

8/1/2019 IRQ10-00083992-1-
1-ACCR-DST.

The provision of the Senior 
Civil Engineer for the period 
of  December 2018.

6,781.10

9/1/2019 IRQ10-00084078-1-
1-ACCR-DST.

The provision of the Senior 
Engineer for the period of  
December 2018.

6,781.10

30/12/2018 IRQ10-00084886-1-
1-ACCR-DST.

The provision of the Area 
Coordinator in Mosul for the 
period of  October and 
November 2018.

10,103.10

22/1/2019 IRQ10-00084887-1-
1-ACCR-DST.

The provision of the Anbar 
Stabilization Media 
Specialist for the period of  
November and December 

8,026.63
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2018.

4/2/2019 IRQ10-00085012-1-
1-ACCR-DST.

The provision of the Senior 
Engineer for the period of  
December 2018.

6,781.10

9/1/2019 IRQ10-00085046-1-
1-ACCR-DST.

The provision of the 
Electrical Engineer for the 
period of  December 2018.

10,367.69

22/1/2019 IRQ10-00085349-1-
1-ACCR-DST.

The provision of the Area 
Coordinator for the period of  
October, November and 
December 2018.

10,794.42

11/11/2018 IRQ10-00085386-1-
1-ACCR-DST.

The provision of the Civil 
Engineer for Mosul for the 
period of  August and 
September 2018.

8,043.87

10/2/2019 IRQ10-00085875-1-
1-ACCR-DST.

The provision of the Field 
Monitoring Specialist for 
Mosul for the period of  
November and December 
2018.

6,853.60

10/2/2019 IRQ10-00086135-1-
1-ACCR-DST.

The provision of the Site 
Engineer for the period of  
December 2018.

5,183.83

22/1/2019 IRQ10-00086144-1-
1-ACCR-DST.

The provision of the Senior 
Civil Engineer for the period 
of  June and July 2018.

7,415.20

15/4/2019 IRQ10-00087781-1-
1-ACCR-DST.

Air tickets, DSA, and 
Terminals from Erbil to 
Baghdad were for the period 
of October and November 
2018.

2,242.00

22/3/2017 IRQ10-00093061-5-
1-ACCR-DST.

MACHINERY AND 
EQUIPMENT 
,INV#B17000038-PO#4336.

91,234.97

30/12/2018 IRQ10-00084724-1-
1-ACCR-DST.

MACHINERY AND 
EQUIPMENT,
0704-60% Payment-
P/AM530/18.

582,817.30

Total of Entries 763,425.91
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UNDP Office explained that this issue occurred because they did not want to raise the 
receipts in 2018 as supporting documents were not available yet. The office raised the 
receipts in Atlas only after receiving the supporting documents in January 2019.

Not charging project’s expenditures to correct accounting period FY2018 led to 
overstatement of the expenses in the current CDR (FY2019) with an amount of US$ 
763,425.91. Since the 2018 and 2019 books are already closed, adjustment entries 
entered following closure will not correct the overstatement in the CDR of FY2019.
Not recording 2018 expenses in the correct accounting period led to overstating the 
current CDR with a total amount of US$ 824,499.98.

We also noticed through the subsequent events review that expenses with an amount
of US$ 12,704,687.22 were recorded in 2020 CDR while they are related to FY2019
CDR. Not charging project’s expenditures to correct accounting period FY2020 led 
to understatement of the expenses in the current CDR (FY2019). 

The following transactions were found in 2020 books while they are related to 2019 
expenses:

Date of 
occurrence

of the expenses  

Transaction ID
from 2019 books

Amount
US$ 

During 2019 IRQ10-00095338-1-1-ACCR-DST 227,655.20

During 2019 IRQ10-00095151-1-1-ACCR-DST 105,500.00

During 2019 IRQ10-00095163-1-1-ACCR-DST 278,169.00

During 2019 IRQ10-00095164-1-1-ACCR-DST 314,086.70

During 2019 IRQ10-00095164-1-1-ACCR-DST 110,376.75

During 2019 IRQ10-00095166-1-1-ACCR-DST 654,046.40

During 2019 IRQ10-00095182-1-1-ACCR-DST 334,127.46

During 2019 IRQ10-00095270-1-1-ACCR-DST 2,004,363.20

During 2019 IRQ10-00095328-1-1-ACCR-DST 616,839.10

During 2019 IRQ10-00095331-1-1-ACCR-DST 294,618.60

During 2019 IRQ10-00095405-1-1-ACCR-DST 298,794.30

During 2019 IRQ10-00095478-1-1-ACCR-DST 1,263,505.67

During 2019 IRQ10-00095541-1-1-ACCR-DST 3,569,607.96

During 2019 IRQ10-00095639-1-1-ACCR-DST 2,632,997.13
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Total 12,704,687.22

Although the net financial misstatement on 2019 CDR is US$ 11,941,261.31 
Understatement (Total net effect with GMS of 8% is 12,896,562.21), we think this 
case is important.

Priority
Medium (Important)

Recommendation
UNDP should improve the recording of expenses by:

a) Processing the recognition of the expenses during the correct accounting period. 

b) Consulting with Office of Financial Resources Management, how best to process 
this type of transactions in future, given the unique development situation and 
country context of Iraq, to ensure UNDP complies with IPSAS and UNDP 
expenses policy that follows the accrual basis of accounting.

Management’s Response:
UNDP Iraq has maintained consistently high levels of performance in processing 
payments in a timely manner. As per UNDP’s standard payment terms, payments 
shall be processed within thirty (30) days of the date of their receipt and acceptance 
by UNDP. UNDP shall affect payments after acceptance and upon achievement of the 
corresponding milestones. Therefore, for invoices received during the final months of 
the year, and for complex projects under the Stabilization Portfolio (such as FFS) 
where several supporting documents are required, and several levels of approvals are 
needed to ensure quality and accuracy of payments, and given the financial closure 
deadlines, some payments realistically get processed in the following year. 

It must be noted that based on Financial Year end instruction UNDP globally has a 
cut-off date for processing payments in mid-December, after which date no payments 
can be processed.

Payments to contractors who are contracted through a third-party are paid based on a 
certified timesheet at the last working day of each month. After certification from the 
relevant supervisor the request is sent to third party to process the payment to the 
contractor. After the monthly salary is paid UNDP is invoiced for the respective 
amount, based on which the payment is processed. The thirty-day limit for processing 
payment starts after receiving and accepting the invoice from the third-party.

Without supporting documents confirming that goods and services has been 
delivered it would not be possible to raise receipt in Atlas. The office will define the 
minimum documents required to raise the receipt as per the following categories. 

23 



Financial audit of Directly Implemented Project ID 89459 – Output ID 95684 “Funding Facility For 
Stabilization” for the period from 1 January to 31 December 2019. 

 

a) Infrastructure rehabilitation:
b) Individual contracts & Technical Consultants
c) Goods/Equipment
d) Professional Services

Auditor’s Response:
Management response is noted, however the office should comply with IPSAS and 
UNDP expenses policy that follows the accrual basis of accounting, therefore 
transactions and events are should be recognized when occurred and not only when 
cash or its equivalent is received or paid.

In this case the expenses shown in the report included expenses incurred out of the 
period of the report (FY2019) and missed 2019 expenses; causing a net 
understatement of the FY2019 expense. Therefore, the finding is retained and valid. 
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Financial audit of Directly Implemented Project ID 89459 – Output ID 95684 “Funding Facility For 
Stabilization” for the period from 1 January to 31 December 2019. 

 

Priorities of Audit Recommendations 

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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