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Report on the audit of UNDP Afghanistan  
Justice and Human Rights in Afghanistan (Project No. 57613) 

Executive Summary 
 
The UNDP Office of Audit and Investigations (OAI), from 8 October 2013 to 15 January 2014, through Anjum 
Asim Shahid Rahman, member firm of Grant Thornton International Ltd (the audit firm), conducted an audit of 
Justice and Human Rights in Afghanistan, Project No. 57613 (the Project), which is directly implemented and 
managed by the UNDP Country Office in Afghanistan (the Office).  
 
The audit firm conducted a financial audit 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 Statement of Expenditure 
(Combined Delivery Report) for the period from 1 January to 31 December 2012 and Statement of Assets as of 31 
December 2012.  
 
The audit was conducted under the general supervision of OAI 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 Expenditure  Project Assets 
Amount 

(in $ ‘000) 
Opinion NFI 

(in $ ‘000) 
Amount

(in $’000) 
Opinion NFI

(in $ ‘000) 

$2,508 Qualified  $90 $1,252 Qualified  $90 

NFI = Net Financial Impact 
 
The audit firm qualified its opinion on the Project’s Statement of Expenditure and Statement of Assets due to the 
understatement of the depreciation costs of the fixed assets acquired in 2012.  
 
Key recommendations: Total = 2, high priority = 1  
 
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 major negative consequences for UNDP. The high (critical) 
priority recommendation is presented below: 
 
 

Fixed assets   
(Issue 1) 
 
 

Non-compliance with International Public Sector Accounting Standards. The 
Project’s Statement of Fixed Assets as of 31 December 2012 showed the value of 
assets at acquisition costs and without any adjustment for depreciation charges 
for the year. This was not in compliance with the Standards requiring that assets 
should be depreciated over their useful life and disclosed in the financial 
statements.   
 
Recommendation: Properly recognize in Atlas the project assets acquired from 1 
January 2012 onwards so that depreciation costs are determined and reflected in 
the Project’s Statement of Fixed Assets. 
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Submission Letter 

Director  

Office of Audit and Investigations 

United Nations Development Programme 

New York 

Date: January 17, 2014 

Dear Sir, 

Financial audit of Justice and Human Rights in Afghanistan (JHRA) – 

(Project ID 00057613) (“the project”), directly implemented by United 

Nations Development Programme in Afghanistan (UNDP) for the year ended 

December 31, 2012 

We are pleased to enclose the Statement of Expenditure (Combined Delivery Report) for 

the year from January 01, 2012 to December 31, 2012 and Statement of Assets as of 

December 31, 2012 prepared by the management, together with our audit reports thereon.  

We also take this opportunity to place on record our appreciation for the co-operation 

extended to us by the project management during the course of our audit. 

Yours truly, 

 

 

Anjum Asim Shahid Rahman  

Chartered Accountants 
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Executive Summary 

Financial Audit 

We have been engaged by the Regional Audit Centre for Asia and Pacific, Office of Audit 

and Investigations (the “OAI”), the United Nations Development Programme (UNDP) to 

conduct the financial audit of Justice and Human Rights in Afghanistan (JHRA) – (Project 

ID 00057613) (“the project”), directly implemented and managed by UNDP Country 

Office in Afghanistan for the year ended December 31, 2012. The audit was conducted 

from October 08, 2013 to January 15, 2014. 

Our scope also included the expenditure incurred via LoA with the government counterpart. 

The objectives of the financial audit were to express an opinion on the project’s financial 

statements which included: 

1. Expressing an opinion on whether the financial expenses incurred by the project over a 

specified  year and the funds utilization as at the end of a specified year are fairly 

presented in accordance with UNDP accounting policies and that the expenses incurred 

were: 

 inconformity with the approved project budgets; 

 for the approved purposes of the project;  

 in compliance with the relevant regulations and rules, policies and procedures of 

UNDP; and 

 supported by properly approved vouchers and other supporting documents. 

2. Expressing an opinion on whether the statement of fixed assets presents fairly the 

balance of assets of the UNDP project as at December 31, 2012. 

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 December 31, 2012.   
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Results of financial audit 

Statement of Expenditure (Combined Delivery Report) 
In our opinion, except for the effects of the matter described in the Basis for Qualified 

Opinion paragraph, the Statement of Expenditure presents fairly, in all material respects, the 

expenditure of US $ 2,580,310 incurred by the project for the year 2012 in accordance with 

UNDP accounting policies. 

Statement of Fixed Assets 

In our opinion, except for the effects of the matter described in the Basis for Qualified 

Opinion paragraph, the Statement of Fixed Assets presents fairly, in all material respects, 

fixed assets amounting to USD 1,251,943 of the project as at December 31, 2012. 

Statement of Cash Held 
As no dedicated bank account was maintained for Justice and Human Rights in Afghanistan 

(JHRA), accordingly we are not required to express opinion on Statement of Cash held. 

 

Summary of Findings  

1. The project’s fixed assets acquired during the year 2012 are shown in the Statement of 

Fixed Assets at their acquisition cost of USD 439,438 and are overstated by USD 

90,520 due to the effect of unrecognized depreciation. Similarly, depreciation expense, 

in respect of the assets acquired during 2012, shown in the Statement of Expenditure 

is understated by USD 90,191. 

2. We were unable to verify few items appearing in the salary registers e.g. Bonus 

calculation and approvals, overtime payments and the basis of apportionment of 

salaries as there are differences in the amounts appearing in the relevant employee 

contracts and the salary registers.  

 

 

Anjum Asim Shahid Rahman 

Chartered Accountants 

Dated: January 17, 2014 
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Independent Auditors’ Report on 
Statement of Expenditure to 
United Nations Development 
Program 

We have audited the accompanying Combined Delivery Report (CDR) and Funds 

Utilization statement (“the statement”) of the UNDP Project Id 00057613, Justice and 

Human Rights in Afghanistan for the year from January 01, 2012 to December 31, 2012. 

Management Responsibility 

Management is responsible for the preparation of this statement for Justice and Human 

Rights in Afghanistan Project in accordance with the basis of accounting as described in 

Note 2 and for such internal control as management determines is necessary to enable the 

preparation of the statement that is free from material misstatement, whether due to fraud 

or error.  

Auditors’ Responsibility 

Our responsibility is to express an opinion on the statement based on our audit. We 

conducted our audit in accordance with International Standards on Auditing. Those 

standards require that we comply with ethical requirements and plan and perform the audit 

to obtain reasonable assurance about whether the statement is free from material 

misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the statement. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the statement, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal 

controls relevant to the entity’s preparation and fair presentation of the statement 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 entity’s internal controls. An 

audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates, if any, made by management, as well as evaluating 

the overall presentation of the statement.   

We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our qualified audit opinion. 



 

Chartered Accountants & Management Consultants  
Member firm of Grant Thornton International Ltd 

 

Basis for Qualified Opinion 

Depreciation expense, in respect of the assets acquired during 2012, shown in the 

Statement of Expenditure is understated by USD 90,191. 

Qualified Opinion 

In our opinion, except for the effect of the matter described in the Basis for Qualified 

Opinion paragraph, the accompanied Statement of Expenditure, present fairly, in all material 

respects the expenditure of USD 2,508,310 incurred by the project for the year from January 

01, 2012 to December 31, 2012 in accordance with UNDP accounting policies. 

Emphasis of matter 

We draw attention to the fact that expenditure for the year appearing in UNDP Expenditure 

column also includes expenditure incurred under NIM modality amounting to 

approximately USD 237,443. Our opinion is not qualified in respect of this matter. 

 

 

Kabul     Anjum Asim Shahid Rahman 

Dated: January 17, 2014   Chartered Accountants 
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Notes to the Statement of Expenditure 

1. Description of the project 

Justice and Human Rights in Afghanistan (JHRA) project was established to improve 

good governance, peace and stability in Afghanistan. Its aim was to stabilize and 

strengthen the process between government and communities through effective 

integrated United Nations support. The project enhanced government capacity to 

deliver services to the poor and vulnerable. The institutions of democratic governance 

are integrated components of the nation-state. The project focuses on; 

 Capacity of national justice institution to effectively deliver justice and uphold 

human rights is strengthened. 

 Capacity of the government of Afghanistan to fulfill its international human rights 
obligations in a coordinated manner is strengthened.  

The project expected out comes on district level are: Capacity of district level justice 

actors to effectively deliver justice and uphold human rights is strengthened. Capacity of 

community stakeholder to promote and claim human rights is strengthened; and 

capacity of Afghan civil society organization to advocate and promote human rights is 

strengthened. 

The outcome of the project is aiming to reach:  

 The capacity of national justice institutions to effectively deliver justice and uphold 

human rights is strengthened.  

 Capacity of the Government of Afghanistan (GoA) to fulfill its international human 

rights in a coordinated manner is strengthened.  

 Capacity of district level justice sectors to effectively deliver justice and uphold 

human rights is strengthened. 

UNDP is supporting the project through management, funding, technical and advisory 

support, including support in mobilizing resources and establishing effective 

partnerships. 

2. Basis of preparation 

Basis of accounting 
The Statement of Expenditure has been prepared in accordance with the UNDP’s 

approved format (“Combined Delivery Report (CDR)”. As of January 01, 2012, UNDP 

has adopted International Public Sector Accounting Standards (IPSAS), according to 

which expenses are recognized when goods are delivered and services are rendered. 

Prior to January 01, 2012, Statement of Expenditure was prepared in accordance with 
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the United Nations System Accounting Standards and expenditure was recognized 

based on disbursements and commitments when purchase orders were issued.  

Functional and presentation currency   
The Statement has been prepared in United States Dollar (USD). Transactions 

denominated in currencies other than USD have been translated into USD at the 

UNDP published exchange rates.    

3. Expenditure subject to audit 

Break up of CDR expenditures with respect to the scope of audit. 

                   Description Amount USD 

Expenditure as per CDR - subject to audit 2,508,310 

Expenses relating to international staff costs processed in 
Copenhagen not subject to audit 

  290,010 

  Total expenditure as per CDR 2,798,320 
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Independent Auditors’ Report on 
Statement of Fixed Assets to 
United Nations Development 
Program 

We have audited the accompanying Statement of Fixed Assets (“the statement”) of the 

UNDP Project Id 00057613, Justice and Human Rights in Afghanistan as at December 31, 

2012. 

Management Responsibility 

Management is responsible for the preparation of this statement for Justice and Human 

Rights in Afghanistan Project in accordance with the basis of accounting as described in 

Note 1, and for such internal controls as management determines is necessary to enable 

the preparation of the statement that is free from material misstatement, whether due to 

fraud or error.  

Auditors’ Responsibility 

Our responsibility is to express an opinion on the statement based on our audit. We 

conducted our audit in accordance with International Standards on Auditing. Those 

standards require that we comply with ethical requirements and plan and perform the audit 

to obtain reasonable assurance about whether the statement is free from material 

misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the statement. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the statement, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal 

control relevant to the entity’s preparation and fair presentation of the statement 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 entity’s internal control. An 

audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates, if any, made by management, as well as evaluating 

the overall presentation of the statement.   

We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our qualified audit opinion. 
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Basis for Qualified Opinion 

The project’s fixed assets acquired during the year 2012 are shown in the Statement of 

Fixed Assets at their acquisition cost of USD 439,438 and are overstated by USD 90,520 

due to the effect of unrecognized depreciation. 

Qualified Opinion 

In our opinion, except for the effect of the matter described in the Basis for Qualified 

Opinion paragraph, the accompanied Statement of Fixed Assets presents fairly, in all 

material respects, fixed assets amounting to USD 1,251,943 of the project as at December 

31, 2012. 

 

 

Kabul      Anjum Asim Shahid Rahman 

Dated: January 17, 2014    Chartered Accountants 

 







stuart.brooks
Stamp
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Notes to the Statement of Fixed Assets 

1. Basis of preparation 

Basis of accounting 
The Statement of Fixed Assets has been prepared in accordance with the UNDP’s 

approved format. As of January 01, 2012, UNDP has adopted International Public 

Sector Accounting Standards (IPSAS), according to which, after recognition as an asset, 

an item of property, plant and equipment is carried out at its cost less any accumulated 

depreciation and any accumulated impairment losses.  

Capital assets include those items which; 

 provide future economic or service benefits to UNDP; 

 are expected to be used during more than one reporting year i.e. 12 months; 

 have value of USD500 or more; 

 are used and controlled by UNDP; and 

 their costs can be reliably measured. 

Attractive assets are items that are considered ‘attractive’, and thus are susceptible to 

theft or loss. Expenditure incurred on these items is charged as an expense in the year 

of purchase. Cameras, laptops, cell phones, PDAs, projectors and all other items owned, 

used and controlled by UNDP and issued to individuals for their official use, valued 

below USD 500 but higher than USD 300 are classified as attractive assets. 

Functional and presentation currency   
The Statement has been prepared in United States Dollars (USD). Transactions 

denominated in currencies other than USD have been translated into USD at the 

UNDP published exchange rates.  
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Management Letter 

1. Noncompliance of IPSAS 

Condition 
We observed that the statement of fixed assets for JHRA as of December 31, 2012 shows 

the acquisition cost of all the assets without any adjustment for depreciation charge. This 

contravenes the requirements of International Public Sector Accounting Standards (IPSAS) 

that an asset should be depreciated over its useful life and disclosed in the financial 

statements at its net book value. 

Criteria 
Paragraph 43 of IPSAS 17 “Property, Plant, and Equipment” states ‘after recognition as an asset, 

an item of property, plant, and equipment shall be carried at its cost, less any accumulated depreciation and 

any accumulated impairment losses.’ 

 

Similarly, where an entity recognizes its Property Plant & Equipment under International 

Public Sector Accounting Standard IPSAS-17 Property Plant & Equipment, guidance is given 

in paragraph - 99 to the standard, which states,  

“IPSAS 3(Accounting policies, changes in accounting estimates and errors) requires an entity to 

retrospectively apply accounting policies unless it is impracticable to do so. Therefore, when an entity initially 

recognizes an item of property, plant, and equipment at cost in accordance with this Standard, it shall also 

recognize any accumulated depreciation and any accumulated impairment losses that relate to that item, as if 

it had always applied those accounting policies.” 

However, UNDP Programme and Operations Policies and Procedures states “Development 

project assets that meet the use and control criteria but were procured before 1 January 2012 

will be physically verified and identified and tracked over a 3 year period outside of Atlas 

using an excel template in Share Point maintained by Administrative Service division (ASD), 

and recorded in Atlas as a “one off” by January 01, 2015 if they remain in use (i.e. if they 

have not been transferred to the beneficiaries or disposed of by January 01, 2015.” 

 

Cause 
The above extract of POPP is referring to paragraph 95 of IPSAS 17; “an entity is not required 

to recognize property, plant, and equipment for a five years period following the first adoption of accrual 

accounting in accordance with IPSASs.” 

However, while complying with paragraph 95, paragraph 101 should also be considered. 

Paragraph 101 states that relief is given on first time adoption because “there are often 

difficulties in compiling comprehensive information on the existence and valuation of assets. For this reason, 
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for a five-year period following the date of first adoption of accrual accounting in accordance with IPSASs, 

entities are not required to comply fully with the requirements of paragraph 14.”  

As UNDP CO Afghanistan and the project are not facing such difficulty in gathering 

information on the existence or valuation of assets as bi-annual asset verification exercise is 

carried out every year and reports are prepared which outline sufficient detail in respect of 

all the assets e.g. asset description, location, custodian, acquisition cost etc.  

In the presence of such comprehensive information, the existence and the valuation of all 

fixed assets could easily have been determined and hence, retrospective depreciation 

calculated and charged. The project has not recognized depreciation on assets acquired prior 

to 2012 due to the Headquarter instructions as mentioned in the above extract of POPP. 

However, the UNDP Country Office did not completely record assets acquired during 2012 

in the Atlas system.  

Effect 
The assets acquired in 2012 are also shown in the Statement of Fixed Assets at their 

acquisition cost of USD 438,439 which is in contravention of both IPSAS as well as POPP. 

These assets have not been adjusted for depreciation charge amounting to USD 90,520. 

Depreciation expense shown in the Statement of Expenditure is USD 329 which is 

understated by USD 90,191. 

Priority 
High 

Recommendation 
We recommend that UNDP Country Office properly recognize in Atlas the project assets 

acquired from January 01, 2012 onwards so that depreciation costs are determined and 

reflected in the Project’s Statement of Fixed Assets. 

Management Comments 
Agreed. The CO has increased its efforts in maintaining an accurate and up-to-date records 

of assets in Atlas. Training to project and CO staff has been provided and will be repeated 

regularly. Any missing items will be included in Atlas 

Disposal 
Independent Auditors’ Report on Statement of Fixed Assets 
Independent Auditors’ Report on Statement of Expenditure 

  



Financial audit of Justice and Human Rights in Afghanistan (JHRA) –(Project ID 00057613) 
(“the project”), directly implemented by United Nations Development Programme in Afghanistan 
(UNDP) for the year ended December 31, 2012 

28 

 

Chartered Accountants & Management Consultants  
Member firm of Grant Thornton International Ltd 
 

2. Employee Compensation 

Condition 
During the course of verification, we were unable to verify few items appearing in the salary 

registers of service contract holders e.g. Bonus calculation and approvals, overtime 

payments and the basis of apportionment of salaries as there are differences in the amounts 

appearing in the relevant contracts and the salary registers. Details are given in annex-A. 

The Country Office explained that UNDP HR policy for service contracts have up to 3% 

bonus that can be approved by the supervisor. Providing bonus to a staff during contract 

extension is dependent on the Staff Assessment and the assessment made by the supervisor. 

The four names mentioned are those of service contract holders whose contracts were 

extended in 2012.  

Basis of overtime calculations:  

Overtime is provided to a UNDP service contract driver. As per policy only UNDP drivers 

are entitled to overtime and it cannot be more than 40 hours.  

Differences between contract and CDR amounts:  

Positive – Some of the project operations staff salary was cost share based and was charged 

to different donors fund 

Negative - The Service Contract reflects only the basic salary with 8.33% pension allowance; 

there are other allowances for SC holders such as over time (for SB1 level), or bonus. These 

are also considered payroll cost, and recorded under expenditure account 71405.  

The detail of payroll related costs related to the project SCs holders for the months reflected 

in audit report was provided to the auditors and explained in detail, using payroll related 

reports from ATLAS 

However, we requested certain other information and explanations but received no response 

from the relevant units. These additional requirements include bonus calculation and 

approval, overtime payments and respective approvals, basis of apportionment of salaries of 

employees. 

Criteria 
Combined Delivery Report contains various expenditure items. Out of these items, material 

items are tested and are reported on. Employee compensation expenditures are also one of 

the material items which were required to be tested. 

Cause 
Request for the information was made several times to the finance unit verbally and through 

official correspondence as well but we were not provided with the supporting as well as the 

explanations till the deadline for requesting the information. Pay registers were provided but 

salary slips remained pending. 
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Effect 
The amounts related in the bonus and the overtime remains unverified and in absence of the 

justification of the apportionment of the salaries, there are doubts whether correct amounts 

were charged to the CDR. 

Priority 
Medium 

Recommendation 
All overtime and bonus payments adequately supported by justifications and relevant 

supporting documents such as approvals and calculations.  

Management Response 
Agreed 

Disposal 
Management Letter 
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ANNEXURES 

1. ANNEX – A 

        Bonus computation and their approvals (Amounts USD’s) 

Name Designation January May 

Muhammad Zubair Qani M & E officer 915.01     -    

M. Rafi Fanae Admin, logostics, transport,seciruty 
associate 616.67               -    

Asil Stanikzai IT Officer 698.40               -    

Khwaja Hashmat Siddiqui M & E officer   616.67  

   Total 2,230.08  616.67  

   Overtime calculation and their approvals (Amounts USD’s) 

Name Designation January May June 

Syed Abdullah Kotobshah Driver       247.99        247.99        286.60  

Hayatullah Wahabzadah Driver       219.82        219.82        254.75  

Abdul Aziz Driver       219.82        219.82        254.75  

Nunglai Rahimi Driver       219.83        219.83        254.75  

Ahmad Naveed Hashmi Driver       219.83        219.83        254.75  

Total    1,127.29     1,127.29     1,305.60  

         Difference in amount of salaries as per contract and as per the CDR (Amounts USD’s) 

Name Designation 
Salary 

charged to 
CDR 

Salary as per the 
contract Difference 

For the month of January   
Syed Abdullah 
Kotobshah Driver                     

497.65                      779.70            282.05  

Hayatullah 
Wahabzadah Driver                     

456.83                      690.60            233.77  

Abdul Aziz Driver                     
456.83                      690.60            233.77  

Mohammad Rafi Fanae 
Admin, logostics, 
transport,seciruty 
associate 

                 
2,724.40                   1,712.97      (1,011.43 ) 

Nungyalai Rahimi Driver 456.83                      690.60            233.77  
Ahmad Naveed 
Hashimi Driver                     

456.83                      690.60            233.77  

Asil Stanikzai IT Officer                  
1,516.60                   1,940.00            423.40  

Naseem Pardis Finance Officer                  
1,317.84                   2,240.90            923.06  

Babrak Hasari 
Admin, logostics, 
transport,seciruty 
associate 

                 
1,053.88                   1,712.97            659.09  
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For the month of May         
Syed Abdullah 
Kotobshah Driver                  

1,466.45                      779.70            
(686.75 ) 

Hayatullah 
Wahabzadah Driver                  

1,349.81                      690.60            
(659.21) 

Abdul Aziz Driver                  
1,349.81                      690.60            

(659.21) 

Mohammad Rafi Fanae 
Admin, logostics, 
transport,seciruty 
associate 

                 
2,152.35                   1,712.97            

(439.38) 

Nungyalai Rahimi Driver                  
1,349.81                      690.60            

(659.21) 
Ahmad Naveed 
Hashimi Driver                  

1,349.81                      690.60            
(659.21) 

Asil Stanikzai IT Officer                  
2,379.39                   1,940.00            

(439.39) 

Naseem Pardis Finance Officer                  
2,680.27                   2,240.90            

(439.37) 

Babrak Hasari 
Admin, logostics, 
transport,seciruty 
associate 

                 
2,152.35                   1,712.97            

(439.38) 

For the month of June         
Syed Abdullah 
Kotobshah Driver                  

1,626.38                      779.70            846.68  

Hayatullah 
Wahabzadah Driver                  

1,494.44                      800.31            694.13  

Abdul Aziz Driver                  
1,494.44                      800.31            694.13  

Mohammad Rafi Fanae 
Admin, logostics, 
transport,seciruty 
associate 

                 
2,975.64                   1,712.97         1,262.67  

Nungyalai Rahimi Driver                  
1,494.44                      690.60            803.84  

Ahmad Naveed 
Hashimi Driver                  

1,494.44                      690.60            803.84  

Asil Stanikzai IT Officer                  
2,633.97                   1,940.00            693.97  

Naseem Pardis Finance Officer                  
3,399.31                   2,240.90         1,158.41  

Babrak Hasari 
Admin, logostics, 
transport,seciruty 
associate 

      
1,284.54                   1,712.97         (428.43) 
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