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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 understated due to 
refunding of expenses by another 
project that temporality used the 
audited project funds during 2018, 
with adjustment of amount of US$ 
216,204.08 made in 2019. 
This refund also led to the 
understatement of the General 
Management Support (GMS) 
(Facilities and Admin) amount in the 
current CDR by US$ 17,296.32. 

Medium 
(Important) 

Understatement of the expenses 
in the current CDR with an 
amount of US$ 233,500.40. 

2 The current Combined Delivery 
Report (CDR) is overstated due to the 
recognition of expenses in 2019 of 
amounts temporality posted to 
another project in 2018 with an 
amount of US$ 1,261,903.57. 
This led to the overstatement of the 
General Management Support (GMS) 
(Facilities and Admin) amount in the 
current CDR by US$ 100,952.28. 

N/A 
Overstatement of the expenses in 
the current CDR with an amount 
of US$ 1,362,855.85. 

 Total Net Financial Misstatement of FY2019 CDR 
(Overstatement) 

US$1,129,355.45
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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. 



Financial Audit of Directly Implemented Project ID 85156 – Output ID 105146 “Resilience Building in 
Iraq II” for the period from 1 January to 31 December 2019. 

5 

 

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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We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
 
- Learning costs expenses (account No. 75705) reported in the current CDR were 

understated with an amount of US$ 216,204.08 due to refunding of this amount 
from other projects. This refund also led to the understatement of the 2019 GMS 
expenses (Facilities and Admin.) by the amount of US$ 17,296.32. 
 

- Construction and engineering expenses (account No. 72105) and other material 
and goods expense (account No. 72399) reported in the current CDR were 
overstated with an amount of US$ 906,135.85 and US$ 355,767.72 respectively 
due to refunding of these amounts to other projects. These refunds also led to the 
overstatement of the 2019 GMS expenses (Facilities and Admin.) by the amount 
of US$ 100,952.28. 
 

 

Management’s Responsibility 
 
Management is responsible for the preparation of the CDR and the Funds Utilization 
Statement of the project and for such internal controls as management determines are 
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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Finding No. 1:  

 

Title: Understatement of the 2019 CDR/ Inter-projects transactions. 

 

Criteria:  

UNDP Programme and Operations Policies and Procedures (POPP) states: 

The Combined Delivery Report (CDR) is a mandatory official report that reflects 
project expenditures. When a CDR is generated, the UNDP office should verify that 
all financial information is complete and accurate, and the information is consistent 
with the approved work plan and Atlas project budget. 

The Combined Delivery Report constitutes the official report of project expenses and 
must contain all advanced funds and valid expenses for the reporting period. Prior to 
issuing a final report, all advances and expenses should be carefully reviewed and 
final adjustments (rejections or corrections) made as necessary. Significant 
adjustments should be reviewed and cleared by UNDP senior management.  

If adjustments to the recorded expenses reported in the Combined Delivery Report are 
required, to the extent possible, the adjustments should be recorded in the period to 
which the Combined Delivery Report relates. Adjustments can be recorded in the 
subsequent period if the ledger is closed but offices should ensure timely issuance and 
thorough review of CDRs and FACE forms to minimize recording of adjustments in 
subsequent periods. 

 

Observation 

During the audit, we noticed that the project DFID (Project ID 97176) have utilized 
the available funds of the Output ID 105146 (Resilience Building in Iraq II) in the 
previous years. However, the reversals were not made in the same accounting period, 
instead, the reversals were made during FY 2019, which also led to the 
understatement of the current CDR with an amount of US$ 216,204.08.  

Below are the details of these reversals in the 2019 CDR: 

Date of the 
reversal  

Transaction ID 
from 2019 books 

Description 
Amount US$ 

10/7/2019 
IRQ10-
00090212-1-1-
ACCR-DST 

Reversal of Journal Vouchers No. 
81879+83095+80729 which were 
represent 3 courses of trainings 
for the training programme for 
the JCMC- Iraq Project (from 
JSB 2016). 

 (216,204.08)

 Total financial Misstatement (216,204.08)

In addition, the above reversals led to the understatement of the 2019 General 
Management Support (GMS) (Facilities and Admin) with an amount of US$ 
17,296.32. 
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Therefore, the total financial Misstatement is understating of the 2019 CDR with the 
amount of US$ 233,500.40. 

This occurred due to the utilized amount during 2018 by the project DFID (Project ID 
97176) which were refunded to this project during 2019, and the adjusting entry was 
recorded in 2019 as the 2018 books were already closed. 

Inter-project financing and temporary use of one project’s available funds to finance 
another project’s activities without a timely adjustment of expenses, is not allowed. 
When the reversals are processed during a different accounting period, the accuracy 
of expenses reported in the current CDR is affected. 

 

Priority 

Medium (Important) 

 

Recommendation 

The office should avoid using the available fund to finance other projects and should 
ensure a correct cost sharing of project activities being implemented jointly in the 
future. Furthermore, the office should ensure a careful review of expenses and process 
all required reversals and final adjustments (rejections or corrections) in the correct 
period to which the Combined Delivery Report relates. 

 

Management’s Response:  

- UNDP Iraq accepts the recommendation provided. The Office will put in place 
a system which would enable reconciling expenditures within the provided 
financial year and the relevant projects. 
 
a) Given that General Ledger module is one of the last to be closed at the 

year end, Project colleagues will be informed of the necessity to make all 
the required financial adjustments within the given financial year, and 
within the permitted timeframe.  

b) Upon receiving confirmation of the required adjustments, and review by 
Operations and Senior Management, in case there is a need for additional 
time to finalize significant adjustments within the financial year, Senior 
Management will request an exceptional extension of the GL closure date 
from HQ, providing the required justifications. 
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Finding No. 2:  

Title: Overstatement of 2019 CDR/ Inter-projects transactions. 

 

Criteria: 

UNDP Programme and Operations Policies and Procedures (POPP) states the 
Combined Delivery Report constitutes the official report of project expenses and must 
contain all advanced funds and valid expenses for the reporting period. Prior to 
issuing a final report, all advances and expenses should be carefully reviewed and 
final adjustments (rejections or corrections) made as necessary. Significant 
adjustments should be reviewed and cleared by UNDP senior management.  

If adjustments to the recorded expenses reported in the Combined Delivery Report are 
required, to the extent possible, the adjustments should be recorded in the period to 
which the Combined Delivery Report relates. Adjustments can be recorded in the 
subsequent period if the ledger is closed but offices should ensure timely issuance and 
thorough review of CDRs and FACE forms to minimize recording of adjustments in 
subsequent periods. 

 

Observation 

During the audit, we noticed that the available funds of project ID 95684 were used in 
2018 to fund activities relating to project ID 105146 – ‘Resilience Building in Iraq II’ 
with an amount of US$ 1,261,903.57 while the reversals/ refunds were not processed 
during the same accounting period to present correct expenses, which led to 
overstating the current CDR by the same amount. 

Details are shown below: 

Transaction ID 
from 2019 books 

Description 
Amount US$  

IRQ10-00086048-3-
1-ACCR-DST 

Reversal of Journal voucher No. 80325 which 
represents building maintenance and repair 
which was charged to Project ID 95684. 

 284,386.5

IRQ10-00086048-2- 
1-ACCR-DST 

Reversal of Journal voucher No. 83651 which 
represents building maintenance and repair, 
which was charged to Project ID 95684. 

337,362.85

IRQ10-00086048-1-
1-ACCR-DST 

Reversal of Journal voucher No. 79565 which 
represents building maintenance and repair, 
which was charged to Project ID 95684. 

284,386.50

IRQ10-00086049-1-
1-ACCR-DST 

Reversal of Journal voucher No. 82612 which 
represents electrical accessories supplies, which 
was charged to Project ID 95684. 

355,767.72

Total of financial Misstatement 1,261,903.57

In addition, the above reversals led to the overstatement of the 2019 General 
Management Support (GMS) (Facilities and Admin.) with an amount of US$ 
100,952.28. 
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Therefore, the total financial misstatement is overstatement of the 2019 CDR with an 
amount of US$ 1,362,855.85. 

This case might be occurred because project ID 95684 funds were used to fund 
activities that were implemented jointly as part of one portfolio approach, on behalf of 
the Resilience Building in Iraq II project during 2018, However, the Office  did not 
refund the utilized fund during the same accounting period, and only during a 
subsequent period in 2019.  

The use of other available project funds to finance this project without processing the 
reversals during the same accounting period, affects the accuracy of expenses in the 
current CDR. 

Management’s Response:  

UNDP Iraq accepts the observation. The Office will put in place a system which 
would enable reconciling expenditures within the provided financial year and the 
relevant projects. 
 
The result of this transaction in overall is ZERO as shown in the table below: 

 
 

Auditor’s Response: 
 

No further recommendation is raised, as the mentioned reversals were a result of 
corrective action taken by the Office. 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

Vendor Name Transaction Id Project Id Description2 Description Total

IRQ10‐00086048‐ 105146 To ICRRP 80325/79565/83651TO ICRRP 00080325 284,386.50       

IRQ10‐00086048‐ 105146 To ICRRP 80325/79565/83651MODIFY PROJECT 79565 337,362.85       

IRQ10‐00086048‐ 105146 To ICRRP 80325/79565/83651MODIFY PROJECT 00079565 284,386.50       

EMTA ELEKTRIK DIS TIC A. S. IRQ10‐00086049‐ 105146 To ICRRP V#00082612 TO ICRRP V 00082612 355,767.72       

Grand Total 1,261,903.57   

Vendor Name Transaction Id Project Id Description Description2 Total

IRQ10‐00086048‐ 95684 TO ICRRP 00080325 To ICRRP 80325/79565/83651 (284,386.50)     

IRQ10‐00086048‐ 95684 MODIFY PROJECT 79565 To ICRRP 80325/79565/83651 (337,362.85)     

IRQ10‐00086048‐ 95684 MODIFY PROJECT 00079565 To ICRRP 80325/79565/83651 (284,386.50)     

EMTA ELEKTRIK DIS TIC A. S. IRQ10‐00086049‐ 95684 TO ICRRP V 00082612 To ICRRP V#00082612 (355,767.72)     

Grand Total (1,261,903.57)  

ALFITYAN CO. FOR 

CONTRACTING LTD

ALFITYAN CO. FOR 

CONTRACTING LTD
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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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Audit Objectives 

A. The objectives 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. It 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. 
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1.2. 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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-“UN Volunteers-Stipend & Allowed” expenses in the current CDR are overstated 
with an amount of US$ 30,884.55 due to refund of previously used amounts to 
another project. These refunds also led to the overstatement of 2019 GMS expenses 
“Facilities and Administration” with an amount of US$ 2,470.76. 
 
-The current 2019 CDR included US$ 502,385.57 related to 2018 expenses and the 
project 2019 unrecorded expenses were US$ 565,465.45, which were found recorded 
in 2020 CDR; The net financial impact was understatement of 2019 CDR with the 
amount US$ 63,079.88 (the total impact with the GMS was US$ 68,126.27). 
 
Management’s Responsibility 
 
Management is responsible for the preparation of the CDR and the Funds Utilization 
Statement of the project and for such internal controls 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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Finding No. 1:  

Title: Overstatement of the 2019 CDR/ Inter-projects transactions. 

Criteria: 

UNDP Programme and Operations Policies and Procedures (POPP) states: 

The Combined Delivery Report (CDR) is a mandatory official report that reflects 
project expenditures. When a CDR is generated, the UNDP office should verify that 
all financial information is complete and accurate, and the information is consistent 
with the approved work plan and Atlas project budget. 

The Combined Delivery Report constitutes the official report of project expenses and 
must contain all advanced funds and valid expenses for the reporting period. Prior to 
issuing a final report, all advances and expenses should be carefully reviewed and 
final adjustments (rejections or corrections) made as necessary. Significant 
adjustments should be reviewed and cleared by UNDP senior management.  

If adjustments to the recorded expenses reported in the Combined Delivery Report are 
required, to the extent possible, the adjustments should be recorded in the period to 
which the Combined Delivery Report relates. Adjustments can be recorded in the 
subsequent period if the ledger is closed but offices should ensure timely issuance and 
thorough review of CDRs and FACE forms to minimize recording of adjustments in 
subsequent periods. 

Observation 

During the audit, we noticed that Project ID 85156-Output ID 105112 (Resilience 
Building in Iraq II) has utilized the available funds of Project ID 92888 in the 
previous years. However, the reversals were not made in the same accounting period, 
instead, the reversals were made during FY 2019, which led to the overstatement of 
the current CDR by an amount of US$ 30,884.55.  

Below are the details of this reversal in the 2019 CDR: 

Transaction ID 
from 2019 books 

Date of the 
Reversal 

Description Amount 
 US$  

UNDP1-0007888782-01-
JAN-2019-4 

16/8/2018 Reversal entry to correct over 
expenditures in 2018  

30,884.55

Total financial misstatement 30,884.55

 

In addition, the above reversals led to the overstatement of the 2019 General 
Management Support (GMS) (Facilities and Admin) with an amount of US$ 2,470.76.  

Therefore, the total financial misstatement is overstatement of FY2019 CDR with an 
amount of US$ 33,355.31. 

This occurred as the utilized amount during 2018 by this project was only refunded to 
Project ID 92888 during 2019, and the adjusting entry was recorded in 2019 as 2018 
books were already closed. 
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The use of available other projects funds to finance this project without processing the 
reversals during the same accounting period affects the accuracy of expenses recorded 
in the current CDR. 

Inter-project financing and temporary use of one project’s available funds to finance 
another project’s activities without timely adjustment is not allowed. Furthermore, 
when the reversals are processed during a different accounting period, the accuracy of 
expenses reported in the current CDR is affected. 

 
Management’s Response:  
 
UNDP Iraq accepts the observation. The Office will put in place a system which 
would enable reconciling expenditures within the provided financial year and the 
relevant projects. 
The result of this transaction in overall is ZERO as shown in the table below:  

 

The Project identified that there was a mistake in charges made, and therefore records 
were corrected to enable fulfilling compliance with donor agreements and refund 
obligations to the donor. There are no expectation that this transaction would be 
reversed again in 2020. 

Auditor’s Response: 

No further recommendation is raised, as the mentioned reversals were a result of 
corrective action taken by the Office. 

 

  

Transaction Id Acct  Proj Id Description Total

UNDP1‐0007888782‐01‐JAN‐2019‐471505 105112 Reversal  to correct over expenditure in 2018 for donor 11688/ GIZ 30,884.55      

Grand Total 30,884.55      

Transaction Id Acct  Projt Id Description Total

UNDP1‐0007888782‐01‐JAN‐2019‐ 71505 92888 Reversal  to correct over expenditure in 2018 for donor 11688/ GIZ (30,884.55)    

Grand Total (30,884.55)    
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Finding No. 2:  

Title: Not reporting project’s expenses in the correct accounting 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$ 502,385.57 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$ 40,190.85. 

 Details are shown in the following table:  

Date of 
the 

Invoice 

Transaction ID 
from 2019 books 

Amount 
 US$  

8/1/2019 IRQ10-00084398-3-1-ACCR-DST 3,424.48 

13/1/2019 IRQ10-00084505-1-1-ACCR-DST 2,996.88 

13/1/2019 IRQ10-00084507-1-1-ACCR-DST 2,896.88 

13/1/2019 IRQ10-00084519-1-1-ACCR-DST 2,369.20 

13/1/2019 IRQ10-00084520-1-1-ACCR-DST 2,369.20 

13/1/2019 IRQ10-00084547-1-1-ACCR-DST 2,369.20 

13/1/2019 IRQ10-00084548-1-1-ACCR-DST 2,385.25 

13/1/2019 IRQ10-00084557-1-1-ACCR-DST 2,996.88 

18/12/2018 IRQ10-00084558-1-1-ACCR-DST 2,996.88 
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2/12/2018 IRQ10-00084559-1-1-ACCR-DST 2,996.88 

23/12/2018 IRQ10-00085387-2-1-ACCR-DST 4,515.26 

23/12/2018 IRQ10-00085408-1-1-ACCR-DST 5,251.42 

7/1/2019 IRQ10-00083963-1-1-ACCR-DST 327,960.00

3/10/2019 UNDP1-0008171988-31-AUG-2019-4 34,214.29

3/10/2019 UNDP1-0008172859-31-AUG-2019-4 34,214.29

17/9/2019 UNDP1-0008193848-30-SEP-2019-13 34,214.29

17/9/2019 UNDP1-0008193491-30-SEP-2019-13 34,214.29

Total financial impact 502,385.57 

UNDP office explained that this issue occurred because they could not 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 the correct accounting period FY2018 led to 
overstatement of the expenses in the current CDR (FY2019). Since the 2018 and 2019 
books are already closed, adjustment entries entered following the 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$ 542,576.42. 

We also noticed through the subsequent events review that expenses with an amount 
of US$ 565,465.45 were recorded in FY2020 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 found in FY2020 books while they are related to FY2019 expenses. 

Date of 
occurrence 

of the 
expenses 

Transaction ID 
from 2019 books 

Amount 
 US$  

During 
2019 

IRQ10-00095706-1-1-ACCR-DST 232,109.00

During 
2019 

IRQ10-00095485-1-1-ACCR-DST 157,332.00

During 
2019 

IRQ10-00095618-1-1-ACCR-DST 176,024.45

Total 565,465.45
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Although the net financial effect on the 2019 CDR is an understatement of US$ 
63,079.88 (Total net effect with GMS of 8% is US$ 68,127.27), we believe this case 
is important. 

 

Priority 

Medium (Important) 

 

Recommendation 

UNDP should improve the recording of expenses by: 

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

b) Consulting with Office of Financial Resources Management (OFRM), how best to 
process this type of transactions in the 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 ICRRP) 
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. 

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

 
 
 


