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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Deloitte {the audit firm), from 12 to 19 June 2017,
conducted an audit of Promoting Social Cohesion through Wamen's Economic Empowerment and Protection
Initiatives in Irbid and Zarqa (Project No. 96450 (the Project), which is directly implemented and managed by the
UN Wamen Country Office in Jordan {the Office). This was the first audit of the Project.

The audit firm conducted a financial audit to express an opinion on whether the financial staterments present
fairly, in all material aspects, the Project’s operations. The audit covered the Project’s Trial Balance Report, which
includes expenses for the period from 1 January to 31 December 20716, The audit did not cover the Statement of
Assets as there were no assets held by the Project as of 31 December 2016. In addition, the audit did not include
expenses incurred or undertaken at the level of "responsible party” and expenses processed and approved in
locations outside of the country {such as UN Women Regional Centres and UN Women Headquarters).

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

Auditresults

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

Project Expenses®
Amount Cpinion NF p#**
{in 3 '000) {in 3 “000)

1,438 Qualified 0

*Expenses recorded in the Project Trial Balance were $1,558,483. Excluded from the audit scope were transactions that
relate to expenses processed and approved by other UN Women offices outside of the country (§70.563).
**NFM= Net Finoncial Misstatement, The qualified amount did not result in a net financial misstatement.

The audit firm qualified its apinion on project expenses due to misclassification of expenses amounting to
$783,904. This did not have an impact on the amount of the total expenses reported for 2016 (refer to issue 1}
and consequently the qualified amount did not result in any net financial misstatement.

Key recommaeandation: Total = 1, high priority =1

The recommendation aims to ensure compliance with legislative mandates, regulations and rules, policies and
procedures.

For high {critical} priority recommendations, prompt action is required to ensure that UNDP is not exposed to
high risks. Failure to take action could result in majer negative consequences for UNDP. The high {critical}
pricrity recommendation is presented below:

Impraper classification The Cffice improperly classified expenses amounting to 783,504 and charged to

of expenses construction and engineering account (code #72105) although these expenses
{Issue 1) pertained to various consultancy and training activities.
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Recommendation: The Office should consult with Headquarters Procurement
Division on how to properly modify the default account generated in Atlas when
creating the Purchase Order/Voucher and to regularly review the classification of
expenses.

Management comments and action plan

The Representative of the Office concerned accepted the recommendation and has implemented corrective actions.
Management comments and/or additional information provided have been incorporated into the report, where
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appropriate.
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Helge S. Osttveiten
Director
Office of Audit and Investigations
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To: The Director
Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)

Dear Sir;

This report represents the results of the financial audit conducted on the UN Women Jordan
directly implemented (DIM) project “Promoting Social Cohesion through Women’s Economic
Empowerment and Protection Initiatives in Irbid and Zarga”, Project ID 00096450 (“the
project”), for the period from 1 January 2016 to 31 December 2016.

The audit was undertaken on behalf of the Office of Audit and Investigations (OAIl), United
Nations Development Programme (UNDP).
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Part 1 — Executive Summary

Deloitte Haskins & Sells LLP (DHS) through Deloitte & Touche (ME) Palestine Office conducted
a financial audit of the UN Women Jordan (“the office”), directly implemented Project:
“Promoting Social Cohesion through Women’s Economic Empowerment and Protection
Initiatives in Irbid and Zarga” (Project no. 00096450) (“the Project™) for the period 1 January
2016 to 31 December 2016.

1.1 Audit Objective

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

a) Expressing an opinion on whether the financial expenses incurred by the project
for the period from January 01, 2016 to December 31, 2016 and the funds
utilization as at December 31, 2016 are fairly presented in accordance with UN
Women 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 UN Women; and (iv) supported by properly approved vouchers and other
supporting documents.

b) Expressing an opinion on whether the statement of fixed assets presents fairly the
balance of assets of the UN Women project as at 31 December, 2016. This
statement must include all assets available as at 31 December, 2016 and not only
those purchased in a given period. Where a DIM project does not have any assets
or equipment, it will not be necessary to express such an opinion.

c) As may be applicable, provide 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 of Auditing
(ISA), the 800 series.

1.2 Scope of Audit

The scope of the audit relates only to transactions concluded and recorded against the
UN Women DIM project for the period from January 01, 2016 to December 31, 2016.
The scope of the audit did not include:

e Activities and expenses incurred or undertaken at the level of “responsible
parties”, unless the inclusion of these expenses is specifically required in the
request for proposal; and
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e Expenses processed and approved in locations outside the country such as UN
Women Regional Offices and UN Women Headquarters and where the
supporting documentation is not retained at the level of the UN Women country
office.

a) The audit covered all activities of the project number 96450 “Promoting Social
Cohesion through Women’s Economic Empowerment and Protection Initiatives in
Irbid and Zarga” during the period from January 01, 2016 to December 31, 2016;
and included review of project reports and records located at the UN Women
country office in Jordan.

b) Specifically, the audit covered the expenses incurred and recorded in the Project
Trial Balance of project number 96450 during the period from January 01 to 31
December 2016 as reported by the Office in Jordan; and the value and existence
of the fixed assets held by project number 96450 as at December 31, 2016; and

¢) Follow-up on previous audit findings:

1.3 Summary of audit opinions

We have issued audit opinions as summarized in the table below and as detailed in the next
section:

Project Certified Trial Balance —(Statement of Expenditure) Qualified

Statement of Fixed Assets Not applicable
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1.4 Summary of Observations

As a result of our audit, we have raised one audit finding with the financial impact as
summarized below: -

Project 1D Title of Finding Priority Financial Impact

96450 Improper Classification of Expenses as High USD 783,904
Service Contractor — Construction and
Engineering

No audit was carried out in the prior year, no follow-up procedures were performed.

— —e —

Deloitte & Touche (ME)
Ramallah, Palestine

September 19, 2017
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PART 11 - Auditor’s Report

2.1 INDEPENDENT AUDITOR’S REPORT ON THE PROJECT TRIAL BALANCE -
STATEMENT OF EXPENSES

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

Qualified Opinion

We have audited the accompanying Project Trial Balance, (“the statement”) of the UN Women
Jordan project 00096450, ‘Promoting Social Cohesion through Women’'s Economic
Empowerment and Protection Initiatives in Irbid and Zarqga’, as at 31 December 2016.

The Project Trial Balance expenditure totaling USD $1,558,483, is comprised of expenditures
directly incurred by the UN Women Country Office in Jordan for an amount of USD $1,487,920
and expenditures incurred by entities other than the Country Office in the amount of USD
$70,563. Our audit only covered the expenditure directly incurred by the UN Women Country
Office in Jordan of USD $1,487,920.

In our opinion, and except for the effects of the matter described in the basis for qualified
opinion section of our report, the accompanying Project Trial Balance presents fairly, in all
material respects, the expenses of USD $1,487,920, incurred directly by the UN Women
Country Office in Jordan and charged to the Project, for the year ended 31 December 2016 in
accordance with UN Women 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 UN
Women; and (iv) supported by properly approved vouchers and other supporting documents.

Basis for Qualified Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those provisions and standards are further described in the auditor’s
responsibilities for the audit of the Project Trial Balance section of our report. We are
independent of UN Women 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.

1. We noted that expenditures for total amount of USD 783,904 were improperly
Classified under Construction and Engineering Account (account # 72105), which is
not in compliance with relevant regulations and rules, policies and procedures of UN
Women, since the expenditures represent amounts paid for consultancy and training.
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INDEPENDENT AUDITOR’S REPORT (Continued)

Management Responsibilities

Management is responsible for the preparation of the Project Trial Balance, and for such
internal control as management determines is necessary to enable the preparation of a Project
Trial Balance 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 Project Trial Balance as
a whole 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 ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISA’s, we exercise professional judgement and maintain
professional skepticism throughout the audit.

We also,

1. ldentify and assess the risks of material misstatement of the Project Trial Balance 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 the
one resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the internal control.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Acknowledgment

We wish to express our appreciation for the courtesy and cooperation extended to our
representatives during the course of their work.
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Deloitte & Touche (M.E.)

Ramallah - Palestine
September 19, 2017



Financial audit of UN Women DIM Project 96450- “Promoting Social Cohesion through
Women’s Economic Empowerment and Protection Initiatives in Irbid and Zarga”
For the year ended 31 December 2016

The Financial Report for the Year Ended 31 December 2016:

G UN ==~
WOMEN E3X

United Matiars Eatity for Gender Equality
and the at

—

EMLTOLL OF LT Foos =
Expenditure bry Projoct

Sum of Net Amsmount

Project Account Acc Desc Donor report classification Toetal per GL
DICAI0 G33353 Comnbunon To Ure ifres Crperney OF L e
85450 71305 Local Consult -Sht Term: Tech Expernges 5788619
95450 71505 N Volurmeers-Stipend & Allow Expermes 3,739.75
95450 71520 WY1 adb - Emmerses 1.112.74
5450 71535 uNY-Medical Insurance Esparcas 205 .84
DEAS0 F1540 UNY-Globael Cherges Esperces 1a29.78
26450 TIS50 UNV-Resattbermant ABowancs Exparsas 10387
95450 T1590 UNY D Hop Effecth Exp oean.r
G450 T16D5 Trawd Tickets Intemational Esperaes 1. 26000
SH450 71615 Dabky Sutsistence Alow-antl Caperaess 105409
PE1R0 71620 Daky Sutsistence Alow Local Lrperass 20,8068 .09
DE450 71635 Tranwed - Onher Espercas 3209 358
aE450 71105 Swc Co-Censtruction & Engineer Exporses Ta3,904 .00
DEASD FTI1A5 Sex Co-Trainineg and Fdus San Fanersos 313682924
D450 TI210 Machinery and Equipment Exprraes 207,918 A5
D450 72311 Fudd, p leurm pd other olfs Exsprrass RA50AR4
25450 72405 Acqubsition of C i Equi Exp 3.28497
ALl FIA1hS Ll LRaiget Eapirs el 11247
D450 72420 Land Telephone Charpes Expensas 23738
SEA50 72425 Mabide 'l’tl.phom Charges Expenses T1B.06
DdEASO Tl440 Cs L Espercas 13235
2450 T250% Stationery & crl:lls Office Supp Caperses M2 63
S4%0 F2H1% inform Technology Supples Caperaes 2 TITAZ
2450 73110 Custodal & Cleaning Services Csperses 6780
SEA50 T3120 usdities Espenses 368315
DEAS0 T3125 G s » Fr Espenses 12 S059 60
PEAS0 73405 Rental & Maia-Other Office By Espenses 9604
@c450 73410 msint, Op=r of Transport Equip Capsraes 7930
D150 73505 Reimb to UND® for Supp Srvs Expenses 8.a8z2.21
D450 TA510 Reimb to UN for Supp Srvs Expernaes RAQ0 00
PEIFD FAINOD el S ol Ve prmee - 1,451 AR
DEASD T4220 Translation Costs Espenses ZA7754
DE450 74325 Coearib.Te CD Comemon Security Espeornses S2B.38
DEAS0D 74410 Charges en Fin Completed Projs Esperses 3351831
96450 F4965 Low wolue equip-nent Experaes s15a2
BH450 FE104 Faclities & Admin - Implessent Faperass 15078 .05
96450 75705 Learning Costs Eaxpernes 9.732.59
BDEAND FSI0M Learming - Larsng of counbes Enprmnes a5 59
96450 76125 Realued Loss Experses (1 X
96450 77306 Salaries - IP Stafi-TA Esperses 31,088 60
OE4R0 FFAL0 Pt mm B Sealfd TA Crporcac ?. 200 47
96450 77357 Repat Grtf/Comen Ann Lv-P-TA Expermes 1,951.39
6450 PPATS Comnils>-It Szaff Pens Fd-IP-TA Espernes 20,277.21
96450 F7IES Conribution 1o Security Expares 1,535 680
SHAS0 77386 Contrbution to KKT_TA Lapernes 1,.535.60
SHLSO FTIIS MAF Premiben TANP Lrpermes 768D
S64A50 7VTEE PAYROLLMGT COST RECOVERY Eaqresreums 6543.80
ORI TIZDT Appunds= D TANP Expurmscs 11517
96450 77630 Dep BExp Owaad - ITC Expenses G2 .80
S6450 T7660 Dep Exp O d - Vehich Expenses 386,79

Lsseaey77

| herueby certity thal the Trial Balanoe s extracted from UN-Women's book= and records which have
besan audiled by the United Nations Boand of Awdit for the yesr anded 31 December 2016

r::: Eo e

ﬂMmM—L-‘\

16-May-17

Deloitte & Touchs (M.E.}

Certified Public Acc

ountants



Deloitte & Touche (M.E.)

- Al Mashreq Insurance Building
Al-Nahda Area, Al Masyoun
Ramallah, P.O. Box 447
Palestine
Tel: +970 (0) 2 298 0048

Fax: +970 (0) 2 295 9153
www.deloitte.com

Part Il — Management Letter

To: The Director
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 control 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 control 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 statement of the Project “Promoting Social Cohesion through
Women’s Economic Empowerment and Protection Initiatives in Irbid and Zarga” for the year
ended 31 December 2016, we considered UN Women’s internal control 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 statement. Our purpose was not to
provide assurance on the internal control 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 only those which came to our attention during the course
of our 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 commercial impact before they are
implemented. Effective implementation of our recommendations by management is
important for the maintenance of a reliable internal control system.

10
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The Audit Engagement
Audit objectives

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

3.1 Expressing an opinion on whether the financial expenses incurred by the project for the
period from January 01, 2016 to December 31, 2016 are fairly presented in accordance with
UN Women 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 UN Women; and (iv)
supported by properly approved vouchers and other supporting documents. The Project Trial
Balance certified by the UN Women Chief of Accounts, is the mandatory and official statement
upon which the audit opinion should be expressed. Other forms of statement of expenses that
may be prepared by a project office are not acceptable.

3.2 Expressing an opinion on whether the statement of fixed assets presents fairly the balance
of assets of the UN Women project as at 31 December, 2016. This statement must include all
assets available as at 31 December, 2016 and not only those purchased in a given period.
Where a DIM project does not have any assets or equipment, it will not be necessary to
express such an opinion.

3.3 As may be applicable, provide the progress made in implementing the recommendations
raised in a previous year audit report.

The Financial Audit will be conducted in accordance with the International Standards of
Auditing (ISA), the 700 series.

Scope of Audit

3.4 We performed our audit in accordance with the International Standards on Auditing. The
scope of the audit related to transactions concluded and recorded against the UN Women DIM
project for the period 1 January 2016 to 31 December 2016. Per the Terms of Reference the
scope of the audit did not include:

« Activities and expenses incurred or undertaken at the level of “responsible parties”, unless
the inclusion of these expenses is specifically required in the request for proposal; and

e Expenses processed and approved in locations outside the country such as UN Women
Regional Offices and UN Women Headquarters and where the supporting documentation is
not retained at the level of the UN Women country office.

3.4.1 Specifically, the audit covered the following:

(a) The expenses incurred and recorded in the Project Trial Balance during the period from
1 January to 31 December 2016 as reported by the Office in Jordan;

(b) The value and existence of the fixed assets held by the project as at 31 December
2016; and

(c) Follow-up on previous audit: No previous audits were performed for this project

11
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Financial audit of Project “Promoting Social Cohesion through Women’s Economic
Empowerment and Protection Initiatives in Irbid and Zarga”
For the year ended 31 December 2016

Finding Number 1: Improper Classification of Expenses as Service Contractor —

Construction and Engineering

Observation

We noted that expenditures for total amount of USD $783,904 were improperly Classified
under Construction and Engineering Account (Code #72105) although the expenditures
represent amounts paid for various consultancy and training activities.

Priority
High

Risk

The incorrect coding of project expenditures in Atlas, may result in inaccurate reporting to
donors and management for use in decision making and may cause difficulty in comparing
and reviewing the data.

Cause

The Office explained that the error was caused by the application of default account codes in
the Atlas Procurement Catalog.

Recommendation

We recommend UN Women country office consult with Headquarters Procurement Division on
how to properly modify the default account generated in Atlas when creating the Purchase
Order/Voucher and to regularly review the classification of the expenses in order to ensure

their accuracy and to timely make necessary adjustments of the trial balance.

Responses

Management’s Response/Action

As the requisitions and POs were raised before August 2016, the account code for
construction and engineering was used in default mode of the ERP.

However effective August 2016 significant improvements to the procurement catalogue in
the corporate ERP has been effected thereby allowing correct account codes being used.

Auditor’s Response/Action

We are retaining our finding since it was valid under our audit period.
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