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Why an Agreed Upon Procedures (AUP) Review?

 The PEACE in Ukraine Project is an emergency response
* The Project Development Objective is to contribute to sustaining government
capacity to exercise core functions and deliver services
* PEACE reimburses government for verified eligible expenditures (payments to
public employees and beneficiaries)
* PEACE uses the government’s grievance redress mechanisms

e Given the substantial funding provided by the PEACE Project, the World Bank
contracted an AUP review by an independent auditor (PWC Ukraine)

* AUP supplements regular verification by the Government and review by the
World Bank before disbursement



AUP Approach and Scope of the Fourth Report

e PWC conducted an AUP review to determine if:

* Reports on eligible expenditures were correctly compiled and consolidated
based on reports received from lower-level units and reconciled with Treasury
data;

* Government has adequate controls for the preparation and compilation of
eligible expenditure reports; and

» Expenditures are fairly stated, eligible, and made in accordance with the
Project documents (using a sample as described in the AUP report).

* The Fourth PWC Report covers expenditures reported for reimbursement under
the PEACE Project from October 2023 to March 2024 for pensions, first
responders’ salaries, medical employees’ salaries, and social assistance
payments.

* The Fourth report also presents follow-up reviews for previous reports.



Summary of AUP Findings from the Evaluation of Controls Applied by the
Government over the Reporting of Project Expenditures

50 controls (76 percent) have no issues or comments.
5 controls (8 percent) had formal documentation issues (e.g., missing seals or signature in liberated areas).

2 controls (3 percent) have decentralized design for first responders’ salaries and social assistance
payments where the aggregation process and controls were largely manual. Since December 2023 a
centralized system has been used for these payments.

7 controls (10 percent) were put in place just for the Project. These controls rely on manual reporting,
monitoring and consolidation and are less formalized (e.g. MoF monitoring of first responders’ salaries). The
AUP review confirmed the existence of these controls.

2 controls (3 percent) have IT system issues (for 1 control there is no four-eyes principle for data entry for
first responders’ salaries; for 1 control there is a manual override which allows changes in the salary
amount).

In all expenditure categories reviewed by PWC, the complaints system (grievance redress mechanisms) — an
important pillar of the PEACE Project and part of verification — was found be functional.

None of the issues identified in the review of controls has an impact on the eligibility of expenditures.




Discrepancies Discovered during the Reconciliation
Process at Aggregate Level were Insignificant

Discrepancies during reconciliation of information in monthly reports on
expenditure categories with the reports submitted for reimbursement and
reconciliation of data at aggregate level were only rounding differences:

* Pensions — no discrepancies noted.

First responders’ salaries — no discrepancies except for rounding differences.

Medical employees’ salaries - no discrepancies except for rounding differences.

Social Assistance Payments — no discrepancies except for rounding differences.

Note: for the purposes of this report, a discrepancy is defined as a difference between expenditures in the reports
to the World Bank and expenditures in government reporting, including data from Treasury, State Emergency
Service, Ministry of Social Policy, Pension Fund, and others.



Discrepancies Discovered during the Reconciliation
at Detailed Level were Insignificant

Discrepancies were related to time mismatch, offsets from prior periods, and human errors for which explanations were provided
in the report, including any corrective actions:

* Pensions. Reconciliation with selected lower-level units’ monthly reports revealed only time differences between
compilation of the report and payment ledgers where the latter include payments for previous periods. The resulting
discrepancy does not exceed +4% in the selected units and these discrepancies were offset in the next reporting period.

* First responders’ salaries. Reconciliation of data from a sample of territorial subunits from the regions with the cash
payments revealed differences of +0.13% due to erroneous accounting posting and lack of funds. These differences were
offset in the next period.

* Medical employees’ salaries. Reconciliation at detailed level for selected healthcare facilities revealed differences of under
+1% due to underpayment or overpayment. These mistakes were corrected and offset in the next period.

* Social Assistance Payments. Reconciliation of data for: (i) assistance to persons with disability and housing subsidies in
selected regions revealed that discrepancies did not exceed +1% and occurred due to time difference between compilation
of report and actual payments; (ii) assistance provided to low-income families revealed that discrepancies for two selected
regions was +1% and for one region +3% due to time differences between the request for financing and actual payments
and due to system updates. These discrepancies were offset in the next period.

Note: Reconciliation at detailed level is done on sample basis for individual monthly reports received from lower-level units or
sub-entities to the consolidated monthly report for the respective expenditure category.



Next Steps

* The AUP 4 report will be shared with the audit firm contracted by the
Government that will perform the financial audit of the Project for the
period of July 1, 2023 — June 30, 2024, so it can benefit from the AUP
findings. The Bank will continue to supervise the Project in consultation
with the Government, including through AUP reviews by independent
auditors. There are no issues that require corrective actions.

* The Bank has discussed with the Ministry of Finance how to address the
control issues related to the ICT system and agreed that the Ministry will
develop a procedure which would clearly define the roles of designated
officials in employment data processing to ensure the application of the
four-eyes principle.

* The Bank will continue with Phase V of the AUP review to expand time
and coverage of results. The report is anticipated to be available in
December 2025.



AUP Report

* The AUP report is available on the World Bank website at the
following link:

https://projects.worldbank.org/en/projects-operations/document-
detail/P1789467?type=projects

* The disclosed version of the report was redacted by PWC to exclude

sensitive and personal data, including:

» personal data and positions of people interviewed;
» detailed process flowcharts;

* names of IT systems and commercial enterprises;
 detailed description of relevant controls; and

« details of individual service delivery units tested.




