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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Ernst & Young Ford Rhodes Sidat Hyder (the audit
firm), conducted from 4 to 25 June 2015 an audit of Justice and Human Rights in Afghanistan (Project No. 68012,
Output Nos. 85458, 85459, 85460 and 85461) (the Project), which is directly implemented and managed by the
UNDP Country Office in Afghanistan (the Office). The last audit of the Project was conducted by OAl in 2014 and
covered project expenditure from 1 January to 31 December 2013.

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 statement' as 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 at the “responsible party” level, 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 OAl 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 Opinion Amount Opinion
(in $ ‘000) (in $7000)
3,182 Unqualified 1,242 Unqualified

*Expenditures recorded in the Combined Delivery Report were $5.1 million. Excluded from the audit scope were
transactions that relate to expenditures not processed or approved at the Office level (50.9 million) and expenditures
incurred at the “responsible party” level (51 million). The expenditures incurred at the “responsible party” level were
subject to a separate audit conducted by external auditors that resulted in a qualified opinion with a net financial
impact of $0.1 million.

! 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.
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Key recommendation: Total = 1, high priority = 0

The audit did not result in any high (critical) priority recommendations. There is one medium (important) priority
recommendation, which means, “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.” This
recommendation includes actions to correct expenditures of $27,000 incurred in 2013 but recorded in 2014.
Implementation status of previous OAl audit recommendations

The previous audit (Report No. 1383, issued on 29 October 2014) did not result in any recommendations.

Management comments and action plan

The Resident Representative accepted the recommendation and is in the process of implementing it. Cophments
and/or additional information provided have been incorporated into the report, where appropriate.

-
4 —
-

Helge S. Osttveiten
Director
Office of Audit and Investigations
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Ernst & Young Ford Rhodes Sidat Hyder Tel: 493 (0) 752 055 025
Chartered Accountants basheer.juma@pk.ey.com
House 1013, Street 2 ey.com/pk

Shirpoor road, Kabul

Afghanistan

INDEPENDENT AUDITOR'S REPORT TO UNDP

We have audited the accompanying Combined Delivery Report and Fund Utilization
Statement of Justice and Human Rights in Afghanistan (JHRA) (Project ID 00068012)
("the Project™) directly implemented by United Nations Development Programme -
Afghanistan (UNDP) for the year ended 31 December 2014 and a summary of significant
accounting policies and other explanatory information (together “the CDR"). CDR has been
prepared by the Project management in accordance with UNDP accounting policies. CDR
totaling US $ 5,087,938, comprised of NIM audited expenditure of US $ 1,026,406 and
expenditure not processed or approved by UNDP Country Office Afghanistan of US $
879,763, was not within the scope of our audit as per the Terms of Reference.

Management’s Responsibility for the CDR

Management is responsible for the preparation of this CDR in accordance with UNDP
accounting policies 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 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 is 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 CDR 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, if any, made by management, as well as evaluating the overall presentation of
the CDR.

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

A member firm of Ernst & Young Global Limited
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Justice and Human Rights in Afghanistan (Project ID 00068012)
Directly implemented by United Nations Development Programme Afghanistan (UNDP)
Notes to the CDR
For the year ended 31 December 2014

3.1 Project description

The Justice and Human Rights in Afghanistan (JHRA) project represents one component
of the overall strategic support towards Afghanistan’s sustainable economic development
throughout the Transition period and designated as ‘Decade of Transformation’ (2015-
2024).The Project assumes a comprehensive approach to trust building composed of
increasing service delivery and access to justice and security, in particular for the
vulnerable, combined the facilitation of the necessary political leadership; and balanced
with structural and institutional mechanisms and safequards to ensure sustainable
transition and development. Similarly, support to justice sector service providers is
balanced with support to ordinary people who would normally not be able to circumvent
the current justice institutions and its mechanism to access justice, accountability, gain
confidence in the formal justice institutions and gain trust in the State.

(Source: Project document)
3.2 Basis of preparation
Basis of accounting

The Statement of Expenditure and Fund Utilization (Combined Delivery Report) has been
prepared in accordance with approved format as per UNDP accounting policies (IPSAS).

Functional and presentation currency

The CDR has been presented in US S. Transactions denominated in currencies other than
US S have been translated into US $ at the UN official exchange rates.

Expenditure on account of attractive and expandable assets

Expenditure incurred on account of purchase of attractive assets and expandable assets
was charged to the CDR as incurred. Air conditioners, laptops, desktop computers and
electrical appliances having value between US $ 500 and US $ 1,499 have been classified
as attractive assets and value less than US $ 500 has been classified as expandable
assets.



Justice and Human Rights in Afghanistan (Project ID 00068012)
Directly implemented by United Nations Development Programme Afghanistan (UNDP)
Notes to the CDR
For the year ended 31 December 2014

3.3 Expenditure subject to audit
‘ Total as per JHRA expenses
Project No | Output No CDR Subjectto | Not Subject | Subject to DIM
NIM audit? to audit audit

----------------------------------- US § -mmmmmmmmmmmmmm s oo

00068012 | 00085458 1,572,958 557,616 321,692 693,650
00068012 | 00085459 1,385,780 334,756 247,948 803,076
00068012 | 00085460 954,235 53,280 147,277 753,678
00068012 | 00085461 1,174,965 80,754 162,846 931,365
Total | 5,087,938 1,026,406 879,763 3,181,769

! Report issued by Ernst & Young on 20 April 2015
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Ernst & Young Ford Rhodes Sidat Hyder  Tel: +93 (0) 752 055 025
Chartered Accountants basheer.juma®@pk.ey.com
House 1013, Street 2 ey,com/pk

Shirpoor road, Kabul

Afghanistan

INDEPENDENT AUDITOR'S REPORT TO UNDP

We have audited the accompanying Statement of Assets of Justice and Human Rights in
Afghanistan (JHRA) (Project ID 00068012) (“the Project™) directly implemented by United
Nations Development Programme - Afghanistan (UNDP) for the year ended 31 December
2014 and a summary of significant accounting policies and other explanatory information
(together "the Statement”). The Statement has been prepared by the management in
accordance with UNDP accounting policies.

Management's Responsibility for the Statement

Management is responsible for the preparation of this Statement in accordance with UNDP
accounting policies 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.

Auditor’s 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 Project’s preparation 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 Project’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 audit opinion.

A member firm of Ernst Young Global Limited






Justice and Human Rights in Afghanistan (JHRA) (Project ID 00068012) directly implemented by
United Nations Development Programme - Afghanistan for the year ended 31 December 2014

5. Statement of Assets

Ernst & Young Ford Rhodes Sidat Hyder,| Page 30












Justice and Human Rights in Afghanistan (Project ID 00068012)
Directly implemented by United Nations Development Programme Afghanistan (UNDP)
Notes to the Statement of Assets
As of 31 December 2014

5.1 Basis of preparation

Basis of accounting

The Statement of Assets has been prepared in accordance with the UNDP's approved
format for the Statement of Assets.

Functional and presentation currency

The Statement has been presented in US $. Transactions denominated in currencies other
than US $ have been translated into US $ at the UN official exchange rates.

Capital assets

Expenditure incurred on account of purchase of capital assets having minimum life
expectancy of three or more years and value over US $ 1,500 is capitalized as per UNDP
assets management guidelines.

Depreciation

Capital assets are depreciated on a straight-line basis over their estimated useful lives as
follows:

Class Depreciable Life
IT & Communication Equipment 8-20 years
Heavy Machinery and other equipment 20 years
Vehicles 12 years
Furniture & Fixtures 15 years

(Source: UNDP Programme and Operations Policies and Procedures (POPP) website)
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Justice and Human Rights in Afghanistan (JHRA) (Project ID 00068012) directly implemented by
United Nations Development Programme - Afghanistan for the year ended 31 December 2014

6.1 Accruals not made

Condition

For the following three transactions, JHRA has followed the practice of recording accruals at
year-end based on the receipt of invoices instead of receipt of corresponding services or
goods. Certain good and services were received in the year 2013, but their invoices received
in the year 2014, therefore, no accrual made at the end of year 2013. Consequently
expenditure amounting to US $ 27,580 pertaining to year 2013 has been recorded in year
2014.

. Account
Transaction ID Date Code Party uss
AFG10-00135672-1-1-ACCR-DST 29-Jan-14 | 72311 ECI afghan limited 6,165
AFG10-00141884-1-1-ACCR-DST 9-Jul-14 73105 | Abdul Jabar Wali 2,000
AFG10-00135673-1-1-ACCR-DST 29-Jan-14 | 73106 | State Force Limited 19,415
(Construction)

27,580

Criteria

International Public Sector Accounting Standards (IPSAS) which is a reporting framework
adopted by UNDP, require that accruals should have been recorded for expenditure incurred
but not paid for. Accrual is recorded upon receiving the corresponding goods or services,
irrespective of receipt of invoice or payment.

Cause

Project management has informed us that they record accruals on the basis of receipt of
invoice, if invoice is not received on or before 10" of December then the transaction is taken
to next accounting period.

Effect

This has resulted in overcharging of expenditure for the year 2014 and under reporting of
expenses for the year 2013.

Priority

Medium

Recommendation

Management should develop a mechanism of booking accruals for expenditure incurred / good
and services received before the year end; 31 December, irrespective of receiving date of

invoice. If the exact amount of expenditure is not known, best estimate can be made for the
purpose of recording accruals.
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United Nations Development Programme - Afghanistan for the year ended 31 December 2014

Management comments
The Audit recommendation is well noted and from now on the project will follow the IPSAS

framework and book accruals before the end of the year irrespective of the date of the
invoice.
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