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Report on the Audit of UNDP Afghanistan  
Afghanistan Peace and Reintegration Programme   

(Project No. 60777, Output Nos. 79480, 79526, 79527, 79528, and 79529) 
Executive Summary 

 
The UNDP Office of Audit and Investigations (OAI), from 31 May to 17 June 2015, through Grant Thornton CJSC 
 (the audit firm), conducted an audit of Afghanistan Peace and Reintegration Programme (Project No. 60777, 
Output Nos. 79480, 79526, 79527, 79528, and 79529) (the Project), which is nationally implemented1 with direct 
support services by the UNDP Country Office in Afghanistan (the Office). This was the first audit of the Project 
covering expenditures incurred through the Office’s direct support services. 
 
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 Combined Delivery Report, 
which includes expenditure for the period from 1 January to 31 December 2014 and the accompanying Funds 
Utilization statement2 1as of 31 December 2014 as well as Statement of Assets as of 31 December 2014. The audit 
did not include activities and expenses incurred or undertaken by the Government, or expenses processed and 
approved in locations outside of the country (such as UNDP Regional Centres and UNDP Headquarters), or 
where supporting documentation was not retained at the UNDP Country Office level. The audit did not cover the 
Statement of Cash Position as no separate bank account was established and maintained for the Project. 
 
The audit was conducted under the general supervision of 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 

 
5,854 

 
Qualified 

 
27 92 Unqualified  

* Expenditures recorded in the Combined Delivery Report were $29.4 million. Excluded from the audit scope were transactions that relate to 
expenditures not processed or approved at the Office level ($2.4 million) and expenditures incurred by the Government ($21.1 million). The 
expenditures incurred by the Government which were subject to a separate audit conducted by external auditors resulted in an unqualified opinion. 
**NFI = Net Financial Impact 
 
The audit firm qualified its opinion on the Project’s 2014 expenditures because it included expenditures incurred 
in 2013 amounting $27,425. 
 
 
 

                                                           
1 The audit of nationally implemented projects, or NIM projects, is the responsibility of the respective UNDP Country Office.  However, this 
NIM project was audited by OAI due to the extensive direct administrative support that the Country Office is providing to the Project. 
 

2 The Funds Utilization statement includes the balance, as at a given date, of five items: (a) outstanding advances received by the project; (b) 
depreciated fixed assets used at the project level; (c) inventory held at the project level; (d) prepayments made by the project; and (e) 
outstanding commitments held at the project level. 





 

 
 

  
 

United Nations Development Programme 
Afghanistan Peace and Reintegration Programme 
(APRP) 

Country Office support services to National 
Implementation Modality (NIM) project 

Project ID: 00060777 

Financial Audit 

For the year ended December 31, 2014



DRAFT  

United Nations Development Programme 2 
Afghanistan Peace and Reintegration Programme Project ID: 00060777 
Country Office support services to National Implementation Modality (NIM) project  
Independent Auditor’s Report  
For the year ended December 31, 2014 
 

Contents 

Page 

Executive Summary 3 

The audit engagement 4 

Independent auditor’s report on the Project’s Statement of Expenditure 6 

Independent auditor’s report on the Project’s Statement of Assets 8 

Independent auditor’s report on the Project’s Statement of Cash Position 10 

Management Letter 11 

Detailed Audit Observations 13 

Annexure 15 
Annex 1:  Combined Delivery Report and Notes to the CDR 
Annex 2:  Statement of Assets  



 
 

¶ñ³ÝÃ ÂáñÝÃáÝ ö´À 
ÐÐ, ù. ºñ»õ³Ý 0012  
ì³Õ³ñßÛ³Ý 8/1 
 

Ð. + 374 10 260 964 
ü.+ 374 10 260 961 
 

Grant Thornton CJSC 
8/1 Vagharshyan str.  
0012 Yerevan, Armenia 
 

T + 374 10 260 964 
F + 374 10 260 961 
 

www.grantthornton.am 
 

 

 

²áõ¹Çï, Ð³ñÏ»ñ, ÊáñÑñ¹³ïíáõÃÛáõÝ 
Audit, Tax, Advisory 
¶ñ³ÝÃ ÂáñÝÃáÝ ÆÝÃ»ñÝ»ßÝÉÇ ³Ý¹³Ù 
Member of Grant Thornton International Ltd 

 

 

 
 
 
 
 

 
 

Executive Summary 

Grant Thornton CJSC conducted a financial audit of the Afghanistan Peace and Reintegration 
Programme Project ID: 00060777 (“APRP” or “the Project”), which is nationally implemented 
with direct support services by the UNDP Country Office in Afghanistan (the “Office”) for the 
year ended December 31, 2014. The audit was undertaken on behalf of UNDP, Office of Audit 
and Investigation (the “OAI”).  

We have issued audit opinion on the financial statements of the Project as summarized below and 
as described in the appropriate sections of this report: 

 
Financial statements name       Audit opinion  

Statement of Expenditure, Combined Delivery Report (“CDR”)  qualified  

Statement of Fixed Assets       unqualified  

Statement of Cash Position       not applicable 

 
We have raised one observation in relation to recognition of expenditure, which represented 
departure from the UNDP reporting requirements. 

 

June 11, 2015 

 

Gagik Gyulbudaghyan 

Managing Partner 

Emil Vassilyan, FCCA  

Engagement Partner  
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The audit engagement 

 
Objective and scope of audit  
 
The objective of the financial audit was to express an opinion on the Project’s financial statements, 
which include: 

• Expressing an opinion on whether the financial expenses incurred by the Project for the 
year ended December 31, 2014 are fairly presented in accordance with the 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 the UNDP; and (iv) 
supported by properly approved vouchers and other supporting documents. The 
Combined Delivery Report (“CDR”) is the mandatory and official statements upon which 
the audit opinion should be expressed. Other forms of statement of expenses that may be 
prepared by a Project office are not accepted. 

• Expressing an opinion on whether the statement of fixed assets presents fairly the balance 
of assets of the UNDP Project as of December 31, 2014. This statement must include all 
assets available as of December 31, 2014 and not only those purchased in a given period. 
Where a Country Office support services to National Implementation Modality (NIM) 
project does not have any assets or equipment, it will not be necessary to express such an 
opinion. 

• Expressing an opinion on whether the statement of cash held by the Project presents fairly 
the cash and bank balance of the UNDP Project as at December 31, 2014. Disbursements 
made against a Country Office support services to National Implementation Modality 
(NIM) project are usually financed from the regular country office bank accounts. 
Exceptionally, a dedicated bank account may be opened and used solely for the cash 
transactions of a Country Office support services to National Implementation Modality 
(NIM) project, e.g. if the project is in a remote location. The audit firm is required to 
express an opinion on the Statement of Cash only where a dedicated bank account for the 
Country Office support services to National Implementation Modality (NIM) project has 
been established. In cases where the cash transactions of the audited Country Office 
support services to National Implementation Modality (NIM) project are made through 
the country office bank accounts, this type of opinion is not required. 
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The scope of the audit relates only to transactions concluded and recorded against the UNDP 
Country Office support services to National Implementation Modality (NIM) Project for the year 
ended December 31, 2014. 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 

• Expenses processed and approved in locations outside the country such as UNDP 
Regional Centres and UNDP Headquarters and where the supporting documentation is 
not retained at the level of the UNDP Country Office.
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Independent auditor’s report on 
the Project’s Statement of 
Expenditure  

We have audited the accompanying financial expenses - the Combined Delivery Report ("CDR") 
of the Afghanistan Peace and Reintegration Program (“APRP” or “the Project”) Project ID: 
00060777, which is nationally implemented with direct support services by the UNDP Country 
Office in Afghanistan (the “Office”) totalling to US dollars 5,854,491.47 for the year ended 
December 31, 2014. The CDR expenditure totalling to US dollars 23,555,011.24 comprised of 
audited expenditure of US dollars 21,120,696.38 under the National Implementation Modality 
(“NIM”) and expenditures processed and approved in locations outside the UNDP Afghanistan 
Country Office amounting to US dollars 2,434,314.86, were excluded from the scope of our audit. 

Management’s Responsibility for the CDR 
 
The management of the Project is responsible for the preparation of the CDR for the APRP and 
for such internal control as management determines is necessary to enable the preparation of the 
CDR that is free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 
 
Our responsibility is to express an opinion on the CDR based on our audit. We conducted our 
audit in accordance with the 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 CDR are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the CDR. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the CDR, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the Project’s 
preparation of the statements 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 
Project’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the presentation of the CDR. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion 

Basis for a Qualified Opinion  

Total expenditure amounting to US dollars 27,425 incurred in the year ended December 31, 2013 
was included in the CDR for the year ended December 31, 2014. 

Qualified Opinion  

In our opinion, the attached Combined Delivery Report except for the reasons indicated in the 
Basis for Qualified Opinion paragraph, presents fairly, in all material respects, the expenses of US 
dollars 5,854,491.47 incurred by the Afghanistan Peace and Reintegration Program (Project ID: 
00060777) implemented by the UNDP Country Office under the Country Office support services 
to National Implementation Modality (NIM) project for the year ended December 31, 2014 in 
accordance with the UNDP accounting policies and were: (i) in conformity with the approved 
Project budgets; (ii) for the approved purposes of the Project; (iii) in compliance with the relevant 
regulations and rules, policies and procedures of UNDP; and (iv) supported by properly approved 
vouchers and other supporting documents. 

 

June 11, 2015 

 

Gagik Gyulbudaghyan 

Managing Partner 

Emil Vassilyan, FCCA  

Engagement Partner  
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Independent auditor’s report on 
the Project’s Statement of Assets 

We have audited the accompanying Statement of Assets of the Afghanistan Peace and Reintegration 
Program (“APRP” or “the Project”) Project ID: 00060777, which is nationally implemented with 
direct support services by the UNDP Country Office in Afghanistan (the “Office”) as of December 
31, 2014. 

Management’s Responsibility for the Statement 
 
The management of the Project is responsible for the preparation of the Statement of Assets of the 
Project and for such internal control as management determines is necessary to enable the 
preparation of the Statement of Assets that is free from material misstatement, whether due to fraud 
or error. 

Auditor’s Responsibility 
 
Our responsibility is to express an opinion on the Statement of Assets based on our audit. We 
conducted our audit in accordance with the 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 of Assets is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the Statement of Assets. 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 Project’s preparation and fair presentation of the Statement of Assets 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 Project’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the Statement of Assets. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion  

In our opinion, the attached Statement of Fixed Assets presents fairly, in all material respects, the 
balance of inventory of the Afghanistan Peace and Reintegration Program (Project ID: 00060777) 
amounting to US dollars 91,961.79 as of December 31, 2014 in accordance with the UNDP 
accounting policies.  

 
June 11, 2015 

 

Gagik Gyulbudaghyan 

Managing Partner 

 

Emil Vassilyan, FCCA  

Engagement Partner  
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Independent auditor’s report on 
the Project’s Statement of Cash 
Position  

 
 

We noted that a dedicated bank account for the Afghanistan Peace and Reintegration Program  
Project ID: 00060777(“APRP” or “the Project”), which is nationally implemented with direct 
support services by the UNDP Country Office in Afghanistan (the “Office”) for the year ended 
December 31, 2014. Accordingly, no Statement of Cash Position for the Project was produced and 
we were not required to issue an opinion on the Statement of Cash Position for the Project as at 
December 31, 2014.  

 

 

June 11, 2015 

 

Gagik Gyulbudaghyan 

Managing Partner 

 

Emil Vassilyan, FCCA  

Engagement Partner  
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Management Letter 

To: the Management of UNDP 

In accordance with the contract between the United Nations Development Programme (the 
“UNDP”), Afghanistan and Grant Thornton CJSC dated May 20, 2015, we have been engaged by 
the UNDP to carry out the audit of the Afghanistan Peace and Reintegration Programme (Project 
ID: 00060777)( “APRP” or the “Project”), which is nationally implemented with direct support 
services by the UNDP Country Office in Afghanistan (the “Office”) for the year ended December 
31, 2014. 

Audit objectives 
We conducted our audit in accordance with International Standards on Auditing. Those standards 
require that we plan and perform the audit to obtain reasonable assurance that: 

• the financial expenses incurred by the Project for the year ended December 31, 2014 are 
fairly presented in accordance with the 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 the UNDP; and (iv) supported by properly approved vouchers and other 
supporting documents.  

Our opinion is limited to the Project's expenditures incurred by the UNDP Country Office 
in Afghanistan.  

We expressed a qualified opinion on the CDR totaling US dollars 5,854,491.47 for the year 
ended December 31, 2014 with qualification amounting to US dollars 27,425. 

• the Statement of Assets presents fairly, in all material respects, the balance of inventory of 
the Project as of December 31, 2014 in accordance with the UNDP accounting policies. 

We expressed an unqualified opinion on the Statement of Assets totaling to US dollars 
101,753. 

• the Statement of Cash held by the Project presents fairly the cash and bank balance of the 
UNDP Project as at December 31, 2014.  
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We were not required to express our opinion on the Statement of Cash held by the Project as at 
December 31, 2014 since no dedicated bank account for the Project has been established for the 
year ended December 31, 2014. 

Priorities of Audit Recommendations 
The audit observations are categorized according to the priority of the audit recommendations and 
the possible causes of the issues. The categorized audit observation provides a basis by which the 
UNDP Country Office management is to address the issues. 
 
The following categories of priorities are used: 
 
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 that are 

considered moderate. Failure to take action could contribute to negative 
consequences for UNDP 

 
Low Action is considered desirable and should result in enhanced control or 

better value for money. 
 
Low category priority issues  
We have noted two low category priority findings, one related to failure to use active long-term 
agreement to offer vehicle repair services and another one related to availability of obsolete assets 
on active assets list which we communicated to the Project’s management. The low priority finding 
and recommendations are not included in the audit report. 

Prior year audit recommendations  
The follow up on prior year’s audit recommendations, if any, forms part of our management letter 
and is included in this letter with our comments on the status of implementation of 
recommendations. 

Management response 
The management’s written response to the findings identified herein has not been subjected to our 
audit procedures and accordingly, we express no opinion on it.  

Disclaimer  
This communication is prepared solely for the information of the UNDP and is not intended for 
any other purpose. 

We would like to take this opportunity to thank the Project and UNDP Country Office staff for the 
cooperation and assistance we have received during the course of our audit. 

Yours very truly, 

June 11, 2015 
 
Gagik Gyulbudaghyan 
 
Managing Partner 

Emil Vassilyan, FCCA 
 
Engagement Partner 
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Detailed Audit Observations 

1. Issue Title:  Cut off period   
 

Observation 
Included into the CDR for the year ended December 31, 2014 total expenditure amounting to US 
dollars 31,122 were incurred in the year ended December 31, 2013. 
 
Including expenditures incurred in other periods than the reporting into financial statements of the 
reporting period is a departure from IPSAS.   
 
Criteria  
The UNDP adopted and follows IPSAS (International Public Sector Accounting Standards) for its 
accounting and reporting policies. Inclusion of the expenditures incurred in other periods than the 
reporting into financial statements of the reporting period does not comply with matching principle 
and thus represents a departure from IPSAS.   
 
Impact 
Incompliance with matching principle results in overstatement or understatement of expenditures or 
revenue for the reporting period. In this case, the Project’s expenditures for the year ended 
December 31, 2014 were overstated by US dollars 31,122. 
 
Priority 
High(Critical) 
 
Recommendation 
The UNDP Country Office in Afghanistan and the Project are recommended to identify year end 
cut-off periods and procedures to charge relevant expenditure to appropriate periods.  
 
Management comments and action plan 
The audit finding identified that US dollars 31,122 related to FY2013 were charged to FY2014.  This 
amount includes payments to several vendors.  Below are the detailed clarification provided for each 
of these payments; 

1.  Ekso payment 

  *   The APRP finance department has raised receipts to record the accrued expenses of 2013 and 
tried to process the payment to the vendor when received the original invoice. However, the 
outdated supplier banking information resulted in delay and prevented APRP to process payment 
on time. Therefore, APRP cancelled receipts accrual and paid the vendor in late June 2014; when 
correct banking information was provided. We prepared everything to effect payment before closure 
of the year 2013 however we encountered various challenges in terms of meeting the closure 
deadlines. The bank information of the vendor contained bank account which was outdated and 
required updating and it took until June 2014 when the payment was finally effected even though 
the original voucher was 23 December 2013. I would also add one important factor that the invoice 
and goods receipts were issued on 22 December 2013 when officially we would have already closed 
the year and this payment would have in any case be made in 2014. However; we prepared and 
requested for special approval to include this payment for 23 December 2013 in line with IPSAS but 
failed due to the vendor details. We hope this clarifies the issue and see supporting documents 
below: 
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 *   Vendor info and payment original voucher 

 *   Subsequent payment voucher 

  2.  Fleichbecker payment 

*   Refer to purchase receipt of 27 May 2014 which clearly confirms receipt of the goods in 2014. As 
per IPSAS, we cannot effect payment before receiving goods therefore there is nothing wrong with 
this payment or compliance to IPSAS for this payment. One more point to add for additional 
clarification, even though official PO was issued in 2013, the idea was to commit cash which does 
not affect expenses until the goods are received. We believe this this clarifies the issue.  For further 
details, please see below document provided as supporting. 

  *   Fleishbecke payment and receipt document 

  3.  Satguru payment 

  *   The air ticket date clearly indicates that this ticket cost was an accrued expense of 2013; and that 
we were not able to account for it in 2013. The PO was issued in December 2013 to commit cash to 
ensure we have available resources for the payment once the goods are delivered. The ticket 
issuance and delivery of ticket took time which clearly shows in the payment made in January 2015. 
I hope this clarifies.  For further details, please see supporting documents: 

  *   Satguru payment documents   

  4.  WFP payment 

*   All air tickets dates on the invoices clearly indicate that expenses were related to 2013. We agree 
that we were not able to account for the accrued expenses by applying the receipts accrual process 
in 2013. The PO was issued in 2013 in order for us to proceed with requested WFP procurement on 
behalf of UNDP. Clearly, we also were not able to record this accrued expense by recording the 
expenses when the invoice was received and on 23 December 2013, which was after the AP cut-off 
date closure of year date which would render it impossible for us to effect this payment. This 
explains why the payment was made in January 2014 and we hope this clarifies.  Please see 
supporting document for further details; 

  *   WFP payment document 

Action Plan: Deadline  
UNDP and APRP finance department will ensure, to appropriately account for any accrued 
expenses and avoid any future issues like this one. 

 
Auditor’s response 
 
We accept payment to Fleichbecker of US dollars 3,697 may be recognized in FY2014. However, 
the remaining balance of US dollars 27,425 is still a material misstatement, accordingly, we consider 
that our audit opinion should be qualified for this amount. 
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1. Annex 1:  Combined Delivery Report and Notes to the CDR 
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Notes to the Combined Delivery Report 

1. General information 

The Afghanistan Peace and Reintegration Programme Project ID: 00060777 (“APRP” or “the 
Project”) is nationally led and implemented and combines the political, security and development 
dimensions of peace building.  The main objective of the UNDP is to provide support to peace and 
reconciliation efforts in Afghanistan by assisting the High Peace Council, the Joint Secretariat, the 
Financial Oversight Committee Secretariat of APRP and partner line ministries. 

The UNDP assists the Joint Secretariat in the areas of policy advice, planning, capacity 
development, implementation, monitoring and evaluation and the management of the Peace and 
Reintegration Trust Fund. As part of the trust fund management, the UNDP ensures that donor 
funds are used in the most efficient and effective manner and in accordance with the guidance and 
endorsements of the Financial Oversight Committee. 

The APRP works to promote peace, reconciliation and security in Afghan communities through 
outreach, reintegration, and community recovery.  The APRP UNDP Support Project supports the 
Government of Afghanistan’s High Peace Council ("HPC") and Joint Secretariat ("JS") to 
implement the Programme.  

The APRP UNDP Support works to achieve four main outputs: 

• Output 1. Managing the three windows of the Peace and Reintegration Trust Fund  

• Output 2. Effective implementation of APRP by the Joint Secretariat 

• Output 3. Ensuring sustainable reintegration through effective field support; and  

• Output 4. Contributing to sustainable peace through the implementation of community 
recovery projects.  

2. Significant accounting policies 

2.1. Basis of preparation 
 

The financial statements are prepared on an accrual basis of accounting in accordance with IPSAS 
and the Financial Regulations and Rules of UNDP.   



DRAFT  

United Nations Development Programme  
Afghanistan Peace and Reintegration Programme Project ID: 00060777 
Country Office support services to National Implementation Modality (NIM) project  
Independent Auditor’s Report  
For the year ended December 31, 2014 

 
 

UNDP applies the historical cost principle. Accounting policies have been applied consistently 
throughout the year. The accounts and the Combined Delivery Report are prepared using 
Enterprise Resource Planning software – Atlas. 

The Combined Delivery Report has been prepared for the year ended December 31, 2014. 

2.2. Functional and presentation currency 
 

US dollars and Afghanistan Afghani are the functional currencies of the Project. The Combined 
Delivery Report is presented in US dollars (presentation currency). 

Payments in Afghan Afghani are converted into and accounted for in US dollars based on the 
official UN operational exchange rate prevailing during the month of recognition of the expenses by 
the Office. 

Differences arising between the exchange rate used at the time an expense is recognized and the one 
used at the time the actual payment is made are reflected in the Combined Delivery Report as 
exchange rate gain or loss. 
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