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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Talal Abu—Ghazaleh & Co. (the audit firm), from
16 July to 20 August, conducted an audit of Funding Facility for Stabilization (Project No. 89459, Output
No. 95684) (the Project), which is directly implemented and managed by the UNDP Country Office in Iraq
(the Office). The last audit of the Project was conducted by OAI, through KPMG in 2019 and covered
project expenses from 1 January to 31 December 2018.

The audit firm conducted a financial audit, in accordance with the International Standards of Auditing (ISA),
the 700 series, 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 2019 and the accompanying Funds
Utilization statement' as of 31 December 2019 as well as Statement of Assets as of 31 December 2019. The
audit did not include activities and expenses incurred or undertaken at the “responsible party” level;
expensed processed and approved in locations outside of the country (such as UNDP Regional Centres
and UNDP Headquarters); and expenses of other United Nations agencies. In addition, the audit did not
cover the Statement of Cash Position 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 and corresponding management letter submitted by the audit firm, the results
are summarized in the table below:

Project Expenses* Project Assets
Amount Opinion NFM** Amount Opinion
(in $ ‘000) (in $ ‘000) | (in $°000)
277,331 Qualified (12,897) 1,63 Unmodified

*Expenses recorded in the Combined Delivery Report were $283,158,771. Excluded from the audit scope
were transactions that relate to expenses of other United Nations agencies ($175,365) and expenses
processed and approved by other UNDP offices outside of the country ($5,560,915). Also excluded were
expenses incurred at the “responsible party” level ($91,020).

“*NFM= Net Financial Misstatement

At the time this report was being issued, OAl was investigating complaints relating to parties involved with
the project.

The audit firm issued a qualified opinion on the project expenses due to 2018 expenditures recorded in
2019, and 2019 expenses recorded in 2020. The resulting financial impact was a material understatement
of the financial statements in the amount of $12,896,562, including the corresponding GMS, that
represented 4.7 percent of the expenditures directly incurred by the Office as at 31 December 2019.

! 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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Key recommendation: Total = 1, high priority =0

The audit did not result in any high (critical) priority recommendations. There is one medium (important)
priority recommendations, which means, “Action is required to ensure that UNDP is not exposed to risks.
Failure to take action could result in negative consequences for UNDP.” The recommendation includes
actions to address the lack of recording of the Project’s expenditure in the correct reporting period.

The recommendation aims to ensure the reliability and integrity of financial and operational information
(Recommendation 1).

Implementation status of previous OAl audit recommendations:

The previous audit (Report No. 2147, issued on 16 August 2019) did not result in any recommendations.
Management comments and action plan

The Resident Representative accepted the recommendation and is in the process of implementing it.

Comments and/or additional information provided have been incorporated into the report, where
appropriate.

‘ / Helge
g | / Osttveiten
f =~ | 20200928
/ 02:47:45 -04'00'
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Helge S. Osttveiten

Director
Office of Audit and Investigations
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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 2019 to 31 December 2019.
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1. PARTI-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 Ty!)e. of Note
Opinion
. Not recording the expenses in the correct
. . oo Modified . . .
Financial Position (Qualificd) accounting period caused net financial
understatement US$ 12,896,562.21 *
Statement of Fixed Assets | Unmodified | None
Not There was no separate bank account for the
Statement of Cash aoplicable project under audit. Therefore, no audit
bp opinion to be provided on a Statement of Cash.

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

Net Financial

(955,300.90)

Account Account description Amount USD | Misstatement on
FY2019 CDR
71305 | LOCAL CONSULT.-SHT TERM-TECH 89,373.64 | Overstatement
-CONSTRUCTI
72105 EES}I(I:\I(})EERO STRUCTION (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
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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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.

Audit Finding:
As a result of our audit, the following findings were included in the management
letter:
Ref e _— Net Financial
No. Summary of Audit Finding Priority Misstatement
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 Understatement of
of US$ 12,704,687.22 due to the recording the expenses in the
1 | of 2019 related expenses in 2020. Medium current CDR with
(Important) | an amount of

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.

USS$ 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 # (10

Talal Abu — Ghazale Co.
License No. 251/1997

Ramallah — Palestine,
21 September 2020
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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.

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; (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.

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.



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 USS$
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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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.

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 # (1

Talal Abu — Ghazaleh B ot
License No. 251/1997
Ramallah — Palestine, 49 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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72399 . Other Maierials and Goods D.oe 113485.00 oon 113.485.00
72441 - Prefab: airucmre.‘other huidin D.0d 1,148,341.80 0.00 1,148,341.60
72402 - Bullding #aintenance 000 15235801048 0.00 152.359.01135_49
724015 - Acquisition of Commusc. Equip 0G0 152,370.50. 0.00 152,370.90.
72415 ~Courlar Charges 0.0 3442215 o.00 3442235
72420 - Land Telaphone Charges 0.00 340.80 4.00 34888
72425 -Moblie Tetephone Charges o008 74,844,19 2419.39 75,883.58
72430 »Pnstage and Pouch Doo 3,157.61 0.00- 315781
12440 - Connatlivity Charges 0.00 B5,558.05 .00 85.558.05
72445 - Common Sesvices-Communlcations D.00 4.218:32 0.00 4,218,32
72505 -Slafiopery & other Office Supp o.00 51,812:43 12718 61,539.81
72510 - Publicalions [Hj] ©oon 224.10 22470
12520 -Ele:lmj'alc Meﬂia 000 1,200 00 0.00 1,200.00
72805 - Acquis of Compliler Hardware {1 a]] 26,495.82 040 26 499 B2
72810 - Acquls of Compuier Software 0.00 B2T7.00 0.00- 8,277.00
72815 -Inform Tachnotogy Supplies 8.00 670,568.71 D.00 670.568.71
72683 ~Copyrights g.00 25641 0,00 25641
73404 - Leased Building a.09 113,723.52 p.oo 113,723.53
73105 -Rent. n.og B1,793.17 D.0a §1,763.17
73107 -Rent - Meating Rooms a.80 14.848.00 0.00 14,849.00
73110 -Cuslodial & Cleanlig Senvices 000 11,027.551.48 0.00 11,027.551.48
Tat5 - Moving Expenses 123} 3450.52 p.og 3,550.52
7320 -Utiles .80 11,800,773.82 0.0 11,800,773.82
73125 -Common Services: Pramises 0,00 108,937.99 0.08 108,937.99.
73216 -Conztruclisn Cost 0.00 602,250,885 0.00 g02,250.58
13305 -Melnl & Licensing of Hardware 0.00 80000 0.60 £00.00
73319 -Maint & Licencing of Sofiware 4.00 2433100 oan 24,331.00.
73406 ~Malnienanca of Equipment 0.00 1:220,195.41 271.96 1,220,457.37
73410 - Malnt, Gper of Transpod Equip 400 92,057.02 98 BB 92,155.80
74105. - Management and Reparilng Srvs .00 0.00 0.00 0.0g
74110 - Audit Fees 400 164,803.00 0.00 184,6332.00
74115. - Legal Faes 2.00 21,333,898 0.00 21,3398
74210 - Peinting and Publcations .00 623124 2.033.00 B;264.24-
V4220 . Transtatinn Cosis 300 . 0.08 1.851.68 1,951,668
74325 - Consth,To CO Comman Sacutily 0go. as57,012.57 000 35?.012 57
74505 - insurance D.ao 31,8531 56 000 3,6683,56
74510 -Bank Chérges ooo 85 89445, 441 81 89.336 36
74520 - Sterage 009 9,967.84, 0606 9,987.04
74525 - Sundry D.00 174 88 +,659. 68 1,834.55
74506 - Sarvices to projects -GOE 0.0u 93.584.50 0.0¢ 43,584.50
74599 - UNDF cost recovery chrgs-Bils 0.0 45,000,060 14203 35,142.03
74710 ~Land Transpod 0.00 725405 474.38 7,732.43
74720 - Dislribution Cost D.ng 564.830.15 0n0 584,830,15
74725 - _OEt_)et LTS5.H, 0.00 111,484.77 006 111484.77
74610 - Gainflosy Disposal Flxed Asset 0.00 2,810,585 0.00 2810.55
75105 -Faciflias & Admis - Implarnent 00g  18.250,660.88 040 18,458,580.85
75705 -Leaming casis 0,66 11100235 0.00 111,603 35:
75710 - - Panicipation of countesparts 9%,020.00 17.853.02 .00 108,873.03-
75711 - TenVWrkshp&Cont - Stipands 006 D.go 4,547.50 4,547.50.
76120 - Unraalized Loss 008 - 444 80 .00 444,80
76125 - Realized [oss 000 5982095 0.00 59,820 05
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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.
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76135 - Realized Gain g.00 - 4B,864.23 194,09 ~4B,670.14 .
77105 - Salaries - NP Stali-TA a.na 0.00 24,100,486 24.108.46
77187 -Appendix D TAND aga 0.00 241.08 24108
77205 - Salaries - G5 Siaf.TA 0,00 0.00 19,354.50 19,398 50
77297 - Appendix [ TA/GS 0.03 . @00 193.98 193.98
77304 - Salddes - IP Stafl-TA 0.00 179.119.37 000 17911937
77306 - Appoint.Tk cost-IP Stafi-TA 2.00 3,161.00 080 3.16¢.00
77307 - Appoint-Sub Afow.IP S1aif-TA 0.00 6,900.00 .00 6,900,004
77309 - Appaoint-shipment-IP Stafl-TA 0.00 303844 0.00 3,038.44
77310 -Post Adjustment - 1P Sl TA 0.08 £6,186.54 o860 £8,180.54
71315 « Coabib-Med, Socins-IP Staff. TA 6.0 5.728.62 4.00 5,726.62
77320 - Assg hardship 8 mob allow-TA G.00 44,3317.48 5.00 44.337.06
77335 ~Hazard Duty Stat Alow-iP-TA 0.00 420.80 000 420,80
77345 - Dep Alawances:IP Siafi-TA 0.00 1082265 000 10.022.65
77350 - Rental Supplements-tP Stir-TA 0.00 -1406.71 00a ~ 1. 408.71
77353 - Refmb af Insome Tak - (P-TA 0.00 5,058 &0 000 5.056 £8
77357 - Regal. GrComm Ann. Lv-[P-TA 1.00 1,424 65 000 1.424.65
77368 - Spec Oper Living Alow-IP-TA 0.00 37,258 35 13,7453 51.032 88
77375 - Conbit-Jl Staff Pens Fd-IP-TA. 0.00 50,868 31 6.08 60.858.31
77305 . Conlribution fo Security .00 15214 12 ‘0.00 15,214.13
77386 - Conlribution o (0T _TA g.0n 3,666 22 0.00 3.666.22
77395 - MAIR Premium TAP. a8 122.71 ¢.00 122.71
77386 - PAYROLL MGT COST RECOVERY ang 270418 Kt 2,704.95
77307 - AppEnd; B TAIP o 000 611 4 400 61141
77830 - Dep Exp Owned -- iTC 000 16,143 89 00 11,143.69
77880 - Dep Exp Owned -Vehicle 009 | 15,865.46 8.00 115,966,486
77670 - Dep Exp-Huy Mac & Eguip 0.0 00a oao .00
Total for Fund a0aoh 91,062000  245957,138.28 175,384.54 249,202,523.42

Fund : 36479 (EUROPEAN CUHHISSION)

B If05 Sa!arias NP Sia-ﬂ .04 12227 52 0.00 12,227 52
61305 - Salarue - (P Stalf .00 230,600.80 060 230.600.80
81310 - Post Adjustment - IP Saff .00 81,750 80 D.64 A%,750.80
62105 - Depondency Alowance-NP Staf .08 247.34 0.00 247.24
82110 - Canlrib Joint Stafl Pansion-MP- 2.00 2271.22 0.00 2,271.22
62115 - Contib 1o Mad, Socins-NP Stal? g.00 34536 .60 H536
62120 -Hazard Duly Siafién Allow-NP 8.00 2/119.00 abg 2.119.00
62140 - Annwal Leave Expense - NO~ a0 -1424 41 060 +1.024 4%
62225 - Harard Outy Sielion Alow-G5 0,00 1029.60 0.00 1,028.00
62305 - Dependency Allowarrces-IP Stafl 400 -8,494.05 000 -9.494 05
823110 - Contrib to Jt Si2ff Pans Fd-IP 0.00 T4,154.65 0.00 74,154.88
62315 - Conlrb, o medical, spclal in 0.00 29m.71 0.00 210171,
62320 - Mohility. Hamship, Non-remova 0.00 42693.68 0.00 42,693,056
62330 -Renlal Supplements - (P Staft 0.08 -4.376.53 000 -4,376.53°
62335 -Harard Diy Station Aliow-IP. oo 25.855.680 .00 25,503 60
82340 - Annuai Leave Expense - IP 0.80 1496469 0.ao 14,694 69
53330 - Ed Gt Incl Trd&allow-IP Stf 0.60 2622p.32 0.0¢ 26,220.32
53135 - Home Ledve Trvl & Alow-IP SIf 0.00 3.115.68 0.00 314500
53348 - Proc trips/Hest & Recup.|P 54 000 1347280 q.on 11472.80
633580 - Reimbof mdame Tax-1P Staif 000 13.243.66 1.00 13,243 .66
63365 - Speciat Oper Living Allow-IP 0dqo0 3082031 ¢o0 30.926.01
63530 - Contribution ja EDS Benelils 0.00 11.454.21 0.00 11434.21
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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.
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63535 - Contributian to Securily 0.00 17.910.29 0.00 17,810,248
&3540 - Conlsibutton to Tralning 2:00 1.069.1% .00 1,669.11
63545 - Coqtiibution to ICT' 000 £581.70 .00 4.561.78
83550 - Contributians fo MAIP 0.00 152,75 006 15278
63555 - Contrbution ta UN JFA 0.80 B,162.26 .00 8,163.26
63560 - Coniributlons to Appendix D 000 763,65 0.00 763,65
64110 - Separations - NP Staff 840 222.82 ‘.00 22282
64310 -Separations - IP Staff .40 4;120.28 tog 4,128.28
85115 - - Contributidns to ASHI Resarve 040 30,381.56 0. 30,391.56
65135, - Poyinll Mgt Cast Rectovary ATLA a0 213747 0.00 23717
71205 - Local Consull.-Sht Term-Tach 04ag 43,324.73 0.00 43,324,73
71485 « Sewice Contrecis-individuals 0.8 78837211 0.00 78%.372.11
71410 - MAIP Premiuim SC 008 282,79 0400 ‘28279
71415 »Conlributlon to Secority SC 0ag 34,880,458 0.00 34,8B9.45
71505 -UN Volusers-Slipend & Aow 0 180,583.38 0.60 180,992.39'
71510 + UNV. Seftlingin-Gran! o " 2.860.84 a.0n 2,850,34
71820 - UNV-Language Allowance n.og 172833 0.00 1,728.33
T1525 - UNV-Hazard Pay 0.Ga 18,230.22 0.00 18,290.22
71530 - UiV-Reat and Recuperation aoe 3,080.00 0.00 3,000.00
71535 - UNv-Madical Insiirance oo 5,586,681 .00 5,596.81
71540 - UNV-Giobal Charmyus 0.60 ‘3.440.80 0.00 3,440.80
71541 - UNs-Coniribution (o security 0.0 3.664.52 0.00 3,664.52
71545 -UNV-Home Leave Trave! & Allowa -0.6D 140.62 0.00 140.82
71550 - UNV-Resstisment Allowance 0.00 5:398.27 .08 530427
71530 - UNV-In Appolnt/Sep incl Trvl 0.80 1,900.00 0.00 1.800.00
71552 -UNV_COST_RECOVERY_RECURRING  -0.00 13,804,54 0.00 13,834.53
71805 - Traval Tickels-Infednationsat 0.00 12,530.28 6.00 12,510.28
71610 - Travel Tickets-Local 0.00 4.300.37 4.00 4.300.37
71615 ~Dally Sibeistenca Allow:Intl 0.00 16.250.92 a.0g 16.2560,92
71620 - Dally Subsistence Allow-Local 0.00 32.518.86 a.00 32,519.98
716830 - Shipment .00 25,714,189 0.00 25,734.19
71838 - Travel - Other .00 6.944.00 .40 6.944.00
72105 - Sve Co-Consiruction & Engineer 0.00 06.830.68 0.00 86.639.68
72130 - Svc CoTransporiation Servicea 0.00 633.92 .00 £33.92
72135 - Sve Co-Communications Sevice .00 424147 0.60 424117
72210 - Machinesy and Equipment 6.00 (2,009,252 30 0.00 2,009,252.30
72215 -Tmnsporation Eqitipment 1 X)) 585.302.37 0:80 585,302.37
72220 - Fumiture o.0g £69.062.80 040 260.062.40
72311 -Fua), gatroleum and ether oils [iX)}i] 34,19 0.00 34.19
72350 - Medical Kits ) o.on 102.48 n.to . 10348
72401 - Prefab strscture/other. bulldin oog 242.377.00 .00 242,377.00
72402 - Bullding Mainianance 0.00 15,354 204.35 o006 15,354,504 .36
72415 «Courler Charges a.o0 1998 a0 0.00 1,898.00
72425 -Moblle Telephone Charges 0.00 9.850.45 0on 9,850.43
72440 -Connecliviy Charges 000 976551 0.00 8,765.51
72445 - Commaon Services:Communicalicns 0.60 1.805.84 b.0o 1,808.84.
T304 - Leaked Buldiag 0.00 1.745.04 g.oo 1,748.04
73165 -Renl. 0.00 1.828,00 0.00 1,828.00
73115 -Moving Expenses 0.80 100.00 0.00 1680.00
73120 - Utilities 0.60 T.765,590.00 600 7,765.580.00
73125 - Common Services-Premises 0.80 32376781 0.00 323,767.61
73215 -Constuclion Cost n.ao 211.54104 000 211,543.04
73404 - Maintanance of Equipment .00 $43,765.00 0:00 143.7&6.[31]
73430 - Maint, Operof Transpor] Equip 0.00 29289 [ XN 292.50
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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.
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Total for Fund 30079

Fund :

H SoviExp
74205 - Audio Visual Pmductions 0.00
74210 - Printing and Publications 0.0
74220 - Translation Eoets 0.09
74326 . Contrib.To CO Camman Securily 0.0
74505 - Insurance 0600
74510 ~Bank Charges eop
74710 -Land Transport 0.00
74720 - Distrbiution Cost 0.0
74725 - Other L. T.5.H. 6.00
75105 - Faciites & Atmin - Imptement 0.00
75705 . Leasming costs (tE11]
746711 - TraWrkshp&Canf- Stipands 060
76125 - Realized Loss 080
76115 - Realized Gain 0.00
77285 - Hazard Duly StalAllgw-GSTA 0.00
77305 - Salaries - IP Staf-TA 0.60
77310 - Posl Adiustmen - IP Staff-TA 0.00
77345 - Confiib-Med Sccins-iP Stafi-TA 0.00
71320 -Assg hardship & mob alliw-TA 0,08
77350 - Reniaf Supplemants- 1P Stal-TA 0.00
77353 - Raimb of Incoma Tax — IP-TA. 0,00
77357 - Rapat. SriComm Ann Ly-IP-TA 000
77385 - Spet Oper Living AlcerdPTA 0:00
77375 < Cantrib-Ji Staff Péng Fd-lF-TA 0.00
77385 - Conribulion io Security 0.0p
77306 - Conteibulion to ICT_TA 0.00
77385 - MAIP Prémium TAIP 0.08
77396 - PAYROLL MGT COST REGOVER‘I' n.og
11387 - Appendix O TAIP 0.00
0.00
0084 (Prog Rescurcas fram 41888)

71405 - Bervice Conlracts Jndividuals a.00
71410 - MAIP Premium SC o.as
71415 - Conbribution lo Security SC 6.00
71305 - LN Valuntaers-Stipend & Allow 4.0
71520 - UNV-Laniguage Allowancs. a.0s
71525 |JNV-Hazard Pay aon
71535 -UNV-Medical Insurance g:00
71540 - UNV-Global Charges 4.00
71541 - UNVs-Contribution lo secury a.00
TIH5 . UNV-Homa Leave Travel & Allowa 0.00
11650 - LINV-Resatitamant Atlowance 0.00
71592 - UNV_GOST_RECOVERY_RECURRING 0.0
75105 - Faciities & Admin - Implement 0.00
Total for Fund 30084 0,00

21045 |JPN-Parinarship Dot Pgm. PCF)
64309 - Appointment-Shipments .00
71405 - Servico Conlracis-Indiiduals 0.00

13,154.43
154,549 52
14,50.00
50.00
147 .54
5121328
778,445.54
2,152.078.94
2172
233,22
8.01
-8.74
 g4nn
63,767.75
2422102
65735
17.439.58
2694 82
192138
3782 04
7.500.00
21,845 72

5411.27

131984
4399
712.56
2i0.98

42,549,641.95

00
0.00
0.00

0.0
a.00
8.00
9.00
.00
.00
0.00

.00
a.00

£,575.72
41.586.18

 TotalExp |

§,595.77
3,250.00
13,16443
164,549.62
14.500.00
50.00
1.47154
51.213.29
77844554
2452678.04
3172
32
001

874
340
8376775
2422102
83735
17.419.85
-248462
1,821.30
376204
7.50000
21,248.72
5411.27
$.319:84
4390
77256
213,98

32,500,841.95

6.575.72
41,5861
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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.
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71410 -MAIP Premium SC 0.00 1564 o.00 15,64
71413 - Contsibution to Securdly SC 0.00 1.021.08 0.00 1.821.05
716810 - Travel Tickets-Local 0.00 250.70 0.00 260.70
71615 - Dally Subsistence Aliow-intl 0.00 878.00 0.00 87600
71620 - Dally Subsistence Allow-Local 0.00 745.36 0.00 7
71630 - .00 - 15,080.00 0.00 - 15,880.00
71635 - Travel - Other 0.00 542,22 0.00 542.22
72105 - Sve Co-Construction & Enginear 0.00 = 10.800.00 0.00 - 10,800.00
72120 - Svc Co-Ti 0.00 81,962.01 0.00 81,8629
72210 - Machinery 0.00 238,751.50 0.00 -238,751.58
72350 - Medical Kils 0.00 127.10 0.00 12710
72401 - Prafab structure/other buildin 0.00 0 0.00 0.00
72402 - Building Mainlanance 000 - 61,497 64 0.00 -81,407.84
72425 - Moblle Telephone Charges 000 512.82 0.00
72440 - Charges 0.00 4,052 .52 0.00 4,852.52
73110 - Cuslodial & Cieaning Servicas 0.00 464,283 02 0.00 484,283.02
73120 - Utilitles 0.00 437,022 50 0.00 437,022.50
73216 -Construction Cosl 0.00 0 0.00 D.
74325 -Contrib To CO Common Security 2.00 251.750.72 0.00 257.750.72
74510 - Bank Charges 0.00 0.00
74720 - Dislribution 0.00 ] 0.00 0
75105 - Feciitiss & Admin - Implement 0.00 78,079.38 0.00 78,070.38
77830 - Dep Exp Owned - ITC 000 1,785.00 0.00 1.785.00
Total for Fund 32045 0.00 1,054,071.60 0.00 1,064,071.60
Total for Dept: 48001 91,020.00 282,892,388.32 178,384.54 283,188,770.86
Total for Output : 00085884 91,020.00 282,892386.32 178,384.54 283,150,770.86
Project Total : 21,020.00 282092308.32 176,384.84 2§3,968,770.88

Signad By . Jim Sawatzky = FFﬁ ger a.l. Data TT‘
sionedsy.  Zena Ali Ahmed — UN epresentative  pye. DJ‘LI R0 ¢

(F/K/ﬂ// /z;}mv 9 Mg[_‘; Ea;;

‘ ,.j BB

Izl Abu-Gharaleh & Ca.

Ell|1i:3lf5d fw idml:ﬂcati.ou purposes ealy
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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.
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Soloitlon Criberia:

Buslness Unit:  [RQ1E

Perlod ; dan-Due {2019)
Seiected Projpct(d:  ALL
Selestod Fund Code : ALL
Selocted Dept:IDs:  ALL
Selonted Dutputs : 90095684

TovExy . UNDPExp . URAgncEsBND . TohlExp
45001 -trmq - Centret 9102000 282802286 32 175,364 54 283,198,770 86
Combined Gailvery Report B! Profact
| UN Davelopmont Programme Pagedof 8
Reporl (v unpledmp R:ge'mn%: 08-02-2020 12:02;44

Selestion Critoda :

Businoss Unlt:. tRQ10

Parfod : Jan-Dec {2018)
Selectsd Profectid:  ALL
Seleciod Fund Coda ; ALL
Solectod Dept. i35  ALL
Silectad Dutpaty Do00SEEY

slod : As at Dec 31,2098

Oungiangding NEX advances
Undapreciated Fixed Assels 1,162,995.72

Unamoriized Inanglble Assets .00
Inventesy &,900.00
Prepaymenis D.50
Commitments 175,021,256:85
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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.

Green Tower Building = MevBEROFTHE BN {F BN Ay
34 Floor, Al-Nuzha Street = Forum oF FiRms A 3 g e el gadal)
Tel.: +970 229 88 220/ 1 . +AY . YYD AN YY /Y sty
Fax- +070) 770 {8 710 tagr.com LAV, YYE AN YAA . o lh



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.

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 # (

Talal Abu — Ghazal Co.
License No. 251/1997
Ramallah — Palestine

19 August 2020
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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.

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

Asset Management Detail Report
UN Development Programme

Project ID:FFS (95684)
RUN 31/12/2019
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3. PART III: MANAGEMENT LETTER

3.1 Current vear 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.
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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.

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
USS$ 61,074.07.

Details are shown in the following table:

Date of the Transaction ID

ot from 2019 books Description Amount US$
8/1/2019 IRQ10-00083992-1- | The provision of the Senior 6,781.10
1-ACCR-DST. Civil Engineer for the period
of December 2018.
9/1/2019 IRQ10-00084078-1- | The provision of the Senior 6,781.10
1-ACCR-DST. Engineer for the period of
December 2018.
30/12/2018 | IRQ10-00084886-1- | The provision of the Area 10,103.10
1-ACCR-DST. Coordinator in Mosul for the
period of October and
November 2018.
22/1/2019 | IRQ10-00084887-1- | The provision of the Anbar 8,026.63
1-ACCR-DST. Stabilization Media
Specialist for the period of
November and December
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2018.
4/2/2019 IRQ10-00085012-1- | The provision of the Senior 6,781.10
1-ACCR-DST. Engineer for the period of
December 2018.
9/1/2019 IRQ10-00085046-1- | The provision of the 10,367.69
1-ACCR-DST. Electrical Engineer for the
period of December 2018.
22/1/2019 | IRQ10-00085349-1- | The provision of the Area 10,794.42
1-ACCR-DST. Coordinator for the period of
October, November and
December 2018.
11/11/2018 | IRQ10-00085386-1- | The provision of the Civil 8,043.87
1-ACCR-DST. Engineer for Mosul for the
period of August and
September 2018.
10/2/2019 | IRQ10-00085875-1- | The provision of the Field 6,853.60
1-ACCR-DST. Monitoring Specialist for
Mosul for the period of
November and December
2018.
10/2/2019 | IRQ10-00086135-1- | The provision of the Site 5,183.83
1-ACCR-DST. Engineer for the period of
December 2018.
22/1/2019 | IRQ10-00086144-1- | The provision of the Senior 7,415.20
1-ACCR-DST. Civil Engineer for the period
of June and July 2018.
15/4/2019 | IRQ10-00087781-1- | Air tickets, DSA, and 2,242.00
1-ACCR-DST. Terminals from Erbil to
Baghdad were for the period
of October and November
2018.
22/3/2017 | IRQ10-00093061-5- | MACHINERY AND 91.234.97
1-ACCR-DST EQUIPMENT
' JINV#B17000038-PO#4336.
30/12/2018 | TRQ10-00084724-1- | MACHINERY AND 582,817.30
1-ACCR-DST EQUIPMENT,
' 0704-60% Payment-
P/AMS530/18.
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:

oc]c)lz:lt:"e(:lfce Transaction ID Amount
o e e from 2019 books 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.
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a) Infrastructure rehabilitation:

b) Individual contracts & Technical Consultants
¢) 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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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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