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Executive Summary

The UNDP Office of Audit and Investigations (OAl), through Deloitte (the audit firm), from 2 May to 2 June 2017,
conducted an audit of Strengthening The Rule of Law Project, Project No. 61652, Output Nos. 78193 and 94018
(the Project), which is directly implemented and managed by the UNDP Country Office in Pakistan (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 statements present
fairly, in all material aspects, the Project’s operations. The audit covered the Project's Combined Delivery Report,
which included expenditure for the period from 1 January to 31 December 2016 and the accompanying Funds
Utilization statement' as of 31 December 2016 as well as the Statement of Assets as of 31 December 2016. The
audit did not include activities and expenses incurred or undertaken at the “responsible party” level and
expenses processed and approved in locations outside of the country (such as UNDP Regional Centres and
UNDP Headquarters). In addition, 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 submitted by the audit firm, the results are summarized in the table below:

Project Expenditure* Project Assets
Amount Opinion Amount Opinion
(in $‘000) (in $'000)
5,335 Unqualified 38 Unqualified

* Expenditures recorded in the Combined Delivery Report were $7,691,482. Excluded from the audit scope were
expenditures processed and approved by other UNDP offices outside of the country $586,982. Also excluded were
expenditures incurred at the “responsible party” level $1,769,544, which were subject to a separate audit that resulted
in an unqualified opinion.

The audit did not result in any recommendations.

! 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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Management comments and action plan

Management comments and/or additional information provided have been incorporated into the report, where
appropriate.

Helge S. Osttveiten
Director
Office of Audit and Investigations
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PART 1 EXECUTIVE SUMMARY

Deloitte Yousuf Adil (Deloitte), Member of Deloitte Touch Tohmatsu Limited, conducted a
financial audit of "“Strengthening the Rule of Law (project no. 00061652)”, directly
implemented by UNDP Pakistan (‘the office’) for the period 1 January 2016 to 31 December
2016. The audit was undertaken on behalf of UNDP, Office of Audit and Investigations (OAI).

1.1 Project Background

The project is assisting in promoting the rule of law through provision of support to the justice
and security sectors in Malakand, Khyber Pakhtunkhwa (KP) province. The rule of law project
aims to improve and deepen on-going efforts to secure peace and stabilization through
enhancing justice and sectoral processes. Assistance is being provided for institutional and
capacity development to rule of law institutions to ensure effective and speedy provision of
justice and security services. The project also works with the informal justice institutions so
that dispute resolution can be used to settle disputes at community level, while helping to
create forums for dialogue links between formal and informal mechanisms will be established.

Combined, the activities and outputs under the project are designed to enhance confidence
and trust of the local communities in rule of law institutions. In doing so, UNDP is engaging
with key stakeholders in KP including the judiciary, police department, local government
department, prosecution, bar associations, jirgas, civil society organizations and partners with
on-going justice initiatives. The project also ensures linkages and coordination with other
UNDP programming and related engagements by the UN system as well as the international
community more broadly.

The project is supporting sustainable peace through improved access to justice for women
and men in the Malakand division through effective and accountable justice and security
service delivery.

The Strengthening Rule of Law project works to ensure that services to improve public trust
and confidence in justice and security institutions are both swift and effective. It works with
informal justice institutions to settle disputes at the community level, and creates the forums
for dialogue between formal and informal dispute resolution.

1.2  Audit objectives

The objective of the financial audit is to express an opinion on the Project’s financial
statements. The specific objectives were to:

1. Express an opinion on whether the financial expenses incurred by the project from 1
January 2016 to 31 December 2016 and the funds utilization as at 31 December 2016
are fairly presented in accordance with UNDP Accounting policies and that the
expenses incurred were :
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a. in conformity with the approved project budgets;

b. for the approved purposes of the project;

C. in compliance with the relevant regulations and rules, policies and procedures
of UNDP; and

d. supported by properly approved vouchers and other supporting documents.

1. Express an opinion on whether the statement of fixed assets presents fairly the balance
of the assets of the UNDP project as at 31 December 2016.

Il. Express an opinion on whether the statement of cash held by the Project presents
fairly the cash and bank balance of UNDP project as at 31 December 2016. Based on
discussion with management, the Project does not operate a dedicated bank account,
consequently, there was no statement of cash balance as at 31 December 2016.

V. Providing the progress made in implementing the recommendations raised in a
previous year audit report. Based on discussion with the management, the financial
audit of project was not carried in prior years, therefore no follow-up on the status of
implementation of the previous year’s audit is required.

The Financial Audit was conducted in accordance with the International standards of Auditing
(ISA), 700 series.

1.3 Audit scope:

The audit covered all activities of the Project during the period from 1 January 2016 to 31
December 2016 as well as a review of project reports and records located at the UNDP country
office in the Pakistan.

The scope of the audit does not include:

i. Activities and expenses incurred or undertaken at the level of responsible parties i.e.
subcontract / contract signed by 3" party for the Project, unless the inclusion of these
expenses is specifically required in the request for proposal; and

ii. 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.

As such the summary of expenditure has been shown below:

Uss
Total expenditure as per CDR 7,691,482
*UNDP Pakistan expenditure not audited (2,356,526)
UNDP Pakistan expenditure covered under the scope of this audit 5,334,956

*This amount includes expenses already covered under NIM audit amounting to US$
1,769,544, and thus excluded from the scope of audit. It also includes payroll cost of
international staff, amounting to US$ 586,982, processed and approved outside Pakistan.
Supporting documentation is not retained at the level of the UNDP country office, hence are
not within the scope of the audit. Breakup of such cost is as follows:
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Code Description Uss
61305 SALARIES - IP STAFF 276,153
61310 POST ADJUSTMENT - IP STAFF 93,774
62305 DEPENDENCY ALLOWANCES-IP STAFF 10,341
62310 CONTRIB TO JT STAFF PENS FD-IP 87,558
62340 Annual Leave Expense - IP (5,533)
63330 Ed Grt Incl Trvi&Allow IP Staff 58,750
63335 Home Leave Trvl & Allow-IP Stf 12,414
63365 SPECIAL OPER LIVING ALLOW-IP 53,525

586,982

1.4 Summary of audit opinions

(i) Combined delivery report and fund utilization statement - Unqualified

Opinion
(i) Statement of fixed assets - Unqualified Opinion
(iii) Statement of cash — Not Applicable
1.5 Key Observations

The audit did not result in any observation.

We wish to express our appreciation for the cooperation extended to our representatives

during the course of their work.

Chartered Accountants

Engagement partner
Shahzad Ali

Deloitte Yousuf Adil, Chartered Accountants
Islamabad

Pakistan

Date: August 24, 2017
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PART 2 FINANCIAL AUDIT REPORTS

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

Dear Sir
2.1 REPORT ON STATEMENT OF EXPENSES

We have audited the accompanying Combined Delivery Report (CDR) and Funds Utilization
statement (“the statement”) of the UNDP project “Strengthening the Rule of Law
Project” (Atlas project number: 00061652 and Output IDs: 00078193 and 00094184),
for the period from January 01, 2016 to December 31, 2016.

The CDR expenditure totaling US$ 7,691,482, is comprised of expenditure directly incurred
by the UNDP Country Office in Pakistan for an amount of US$ 5,334,956 and expenditure
incurred by entities other than the Country Office for an amount of US$ 2,356,526. Our
audit only covered the expenditure directly incurred by the UNDP Country Office in Pakistan
of US$5,334,956.

Opinion

In our opinion, the attached CDR and Funds Utilization statement present fairly, in all
material respects, the expenses of US$ 5,334,956 directly incurred by the UNDP Country
Office in Pakistan and charged to the project for the period from January 01, 2016 to
December 31, 2016 in accordance with 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.

Basis for 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 CDR and Funds Utilisation section of our report. We are
independent of UNDP in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and Code of Ethics
issued by Institute of Chartered Accountants of Pakistan (ICAP), 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.

Management responsibilities

Management is responsible for the preparation of the CDR and the Funds Utilization
statement of the project, and for such internal control as management determines is
necessary to enable the preparation of a CDR and Funds Utilisation statement that are free
from material misstatement, whether due to fraud or error.
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Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the CDR and the Funds
Utilisation statement are 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 documents.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

» lIdentify and assess the risks of material misstatement of the CDR and Funds
Utilisation statement, 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 for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

= 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 organization’s
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.

Chartered Accountants

Engagement partner
Shahzad Ali

Deloitte Yousuf Adil, Chartered Accountants
Islamabad

Pakistan

Date: August 24, 2017
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2.2 REPORT ON STATEMENT OFFIXED ASSETS

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

Dear Sir

We have audited the accompanying statement of fixed assets of the UNDP project
Strengthening the Rule of Law Project” (Atlas project number: 00061652 and Output
IDs: 00078193 and 00094184), “as at December 31, 2016.

Opinion

In our opinion, the accompanying statement of fixed assets presents fairly, in all material
respects, the assets status of the UNDP project [Atlas project number: 00061652]
amounting to US$ 38,373 as at December 31, 2016 in accordance with UNDP accounting
policies.

Basis for 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 statement of fixed assets. We are
independent of UNDP in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and Code of Ethics
issued by Institute of Chartered Accountants of Pakistan (ICAP), 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.

Management responsibilities

Management is responsible for the preparation of the statement of fixed assets of the
project, and for such internal control as management determines is necessary to enable
the preparation of a statement of fixed assets 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 statement of fixed
assets 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 documents.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:
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» ldentify and assess the risks of material misstatement of the statement of fixed
assets, 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 for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

= 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 organization’s
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.

Chartered Accountants

Engagement partner
Shahzad Ali

Deloitte Yousuf Adil, Chartered Accountants
Islamabad

Pakistan

Date: August 24, 2017



“Deloitte” is the brand under which tens of thousands of dedicated professionals in
independent firms throughout the world collaborate to provide audit, consulting, financial
advisory, risk management, and tax services to selected clients. These firms are members
of Deloitte Touche Tohmatsu Limited (DTTL), a UK private company limited by guarantee.
Each member firm provides services in a particular geographic area and is subject to the laws
and professional regulations of the particular country or countries in which it operates. DTTL
does not itself provide services to clients. DTTL and each DTTL member firm are separate and
distinct legal entities, which cannot obligate each other. DTTL and each DTTL member firm
are liable only for their own acts or omissions and not those of each other. Each DTTL member
firm is structured differently in accordance with national laws, regulations, customary practice,
and other factors, and may secure the provision of professional services in its territory through
subsidiaries, affiliates, and/or other entities.

In Pakistan, Deloitte Yousuf Adil, Chartered Accountants is the member firm of Deloitte Touche
Tohmatsu Limited and services are provided by Deloitte Yousuf Adil. which is among the
nation’s leading professional services firms, providing audit, tax, consulting, and corporate
finance services through over 800 people in five cities.

www.deloitte.com/pk
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Engagement Partner:
Shahzad Ali
Dated: Aug 24, 2017



19



20



Engagement Partner:
Shahzad Ali
Dated: Aug 24, 2017



	Executive Summary UNDP Pakistan DIM Report No. 1851_14Sept2017
	UNDP DIM Project Audit I SROL Report No. 1851_13 Sept 2017.pdf

