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Executive Summary

The UNDP Office of Audit and Investigations (OAl), 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
the National Institution Building Project, Project No. 58898 (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 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 NFI Amount Opinion NFI
(in $ ‘000) (in $‘000) (in $7000) (in $‘000)
4,828 Qualified 441 731 Qualified 6

NFI = Net Financial Impact

The audit firm qualified its opinion on the Project’s Statement of Expenditure due to the following: staff salaries
of another project totalling $84,000 were charged to this Project; inadequate supporting documents for
expenses totalling $357,000; and depreciation understated by $5,117. The Project’s Statement of Fixed Assets
was qualified due to the understatement of the depreciation costs of the fixed assets acquired in 2012.

Key recommendations: Total = 6, high priority =3

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 recommendations are presented below:

Finance management Expenses of different project charged to National Institution Building Project.
(Issue 1) Staff salaries relating to another project amounting to $84,000 were charged to
the Project.

Recommendation: Recognize expenditure only in their relevant projects.
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(Issue 2) Unsupported common services and rent expense. There were inadequate
supporting documents to validate the rent and common services expenditure
amounting to $357,000.

Recommendation: Charge expenditure to the Project only when transactions are
supported with adequate and proper documents.

Fixed assets Non-compliance with International Public Sector Accounting Standards. The

(Issue 3) Project’s Statement of Fixed Assets showed the value of assets at acquisition
without any adjustment for depreciation charges. This was not in compliance
with the Standard requiring that assets should be depreciated over their useful
life and disclosed in the financial statements.

Recommendation: Properly recognize in Atlas project assets acquired from 1
January 2012 so that depreciation costs are determined and reflected in the
Project’s Statement of Fixed Assets.

Implementation status of previous OAl audit recommendations: Report No. 1037, 19 April 2013.
Total recommendations: 4
Implementation status: Two recommendations were implemented and the other two were withdrawn,
as a decision was taken to close the Project by the end of 2013.

Management comments and action plan

The Resident Representative accepted all the recommendations and is in the process of implementing them.
Comments and/or additional information provided have been incorporated into the report, where appropriate.
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Helge S. Osttveiten

Director
Office of Audit and Investigations

Audit Report No. 1248, 12 February 2014: UNDP Afghanistan, DIM Project 58398 Page ii of ii



United Nations Development
Programme — Directly

Implemented Projects

Financial Audit of National Institution Building Project — for the year
from January 01, 2012 to December 31, 2012
Independent Auditors’ Report



Financial audit of National Institution Building Project (NIBP) — (Project ID 00058898) 2
(“the project”), directly implemented by United Nations Development Programme in
Afghanistan (UNDP) for the year from January 01, 2012 to December 31, 2012

Contents

Page
Submission Letter 3

Independent Auditors’ Report on Statement of Expenditure to United Nations Development

Program 6
Statement of Expenditures 8
Notes to the Statement of Expenditure 23
Independent Auditors’ Report on Statement of Fixed Assets to United Nations Development

Program 25
Statement of Fixed Assets 27
Notes to the Statement of Fixed Assets 30
Management Letter 31

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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Anjum Asim Shahid Rahman

House # 611, Street # 12
Quall e Fatehullah, Kabul
Afghanistan

T: +93 202 202 475

M: +93 789 314 616

W: www.gtpak.com

Director
Office of Audit and Investigations

United Nations Development Programme
New York

Date: January 17, 2014

Dear Sir,

Financial audit of National Institution Building Project (NIBP) - (Project ID
00058898) (“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 ended December 31, 2012 and Statement of Fixed 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’s management during the course of our audit.

Yours truly,

Anjum Asim Shahid Rahman
Chartered Accountants

Chartered Accountants and Management Consultants
Member firm of Grant Thornton International Ltd
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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 National Institution Building Project (NIBP) — (Project ID
00058898) (“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 include;

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

e inconformity with the approved project budgets;

e for the approved purposes of the project;

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

e supported by propetly 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.

Results of financial audit

Statement of Expenditure (Combined Delivery Report)

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinion paragraph, the Statement of Expenditure presents fairly, in all material respects,
expenditure of USD 4,827,524 incurred by the project for the year from January 01, 2012 to
December 31, 2012 in accordance with UNDP accounting policies.

Statement of Fixed Assets

In our opinion, except for the effect 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 731,116 of the project as at December 31, 2012.

Chartered Accountants and Management Consultants
Member firm of Grant Thornton International Ltd
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(“the project”), directly implemented by United Nations Development Programme in
Afghanistan (UNDP) for the year from January 01, 2012 to December 31, 2012

Statement of Cash Held

As no dedicated bank account was maintained for the National Institution Building Project,

accordingly we are not required express opinion on Statement of Cash held.

Summary of Findings

1.

Expenditure amounting to USD 83,840 does not pertain to the project and is
incorrectly recognized in the Statement of Expenditures in the year from January 01,
2012 to December 31, 2012;

In respect of expenditure amounting to USD 357,427 relating to Common Services
Premises and Rent expenses, we were not provided with adequate supporting
documents. In absence of the sufficient appropriate audit evidence, we are unable to
verify these expenses;

The project’s fixed assets acquired during the year 2012 are shown in the Statement of
Fixed Assets at their acquisition cost of USD 51,980 and are overstated by USD 5,919
due to the effect of unrecognized depreciation. Similatly, depreciation expense, in
respect of the assets acquired during 2012, shown in the Statement of Expenditure is
understated by USD 5,117;

Expenditure amounting to USD 16,628 pertains to the year 2011 as per the given

criteria however, it has been charged as expense in the CDR for the year from January
01, 2012 to December 31, 2012;

Expenditures amounting to USD 309,242 have been charged in the incorrect account

codes and consequently clubbed in the incorrect budgetary accounts; and

It was observed that most of the LoA staff have availed paid leaves during the year 2012
in excess of their entitled leaves.

Anjum Asim Shahid Rahman
Chartered Accountants
Date: January 17, 2014

Chartered Accountants and Management Consultants
Member firm of Grant Thornton International Ltd
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We have audited the accompanying Combined Delivery Report (CDR) and Funds
Utilization statement (“the statement”) of the UNDP Project Id 00058898, National
Institution Building Project for the year from January 01, 2012 to December 31, 2012.

Management Responsibility

Management is responsible for the preparation of this statement for National Institution
Building 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
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.

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



Basis for Qualified Opinion

a) Expenditure amounting to USD 83,840 does not pertain to the project and is
incorrectly recognized in the Statement of Expenditures in the year from January 01,
2012 to December 31, 2012.

b) In respect of expenditure amounting to US § 357,427 relating to Common Services
Premises and Rent expense, we were not provided with adequate supporting
documents. In absence of the sufficient appropriate audit evidence, we are unable to

verify these expenses.

¢) Depreciation expense, in respect of the assets acquited duting 2012, shown in the
Statement of Expenditure is understated by USD 5,117.

Qualified Opinion

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinion paragraph, the accompanied statement presents fairly, in all material respects,
expenditure of USD 4,827,524 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 includes expenditure incurred under NIM modality amounting to
approximately USD 476,915. Our opinion is not qualified in respect of this matter.

ﬁf;p‘w\ ﬂT"" Wﬂ&f&/ 2%/*\0;».

Kabul Anjum Asim Shahid Rahman
Dated: January 17, 2014 Chartered Accountants

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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Notes to the Statement of Expenditure

1. Description of the project
The National Institution Building Project (NIBP) reached a new apex in the provision
of Capacity Development support to seven ministries of the Government of the Islamic
Republic of Afghanistan (GoIRA); and to the Independent Administrative Reform and
Civil Service Commission, NIBP’s government partner. The achievements of the
project reflect the personal efforts of professional and competent international Capacity
Development Advisors and equally assiduous Afghan Capacity Development Officers
who work in collusion with their assigned ministries and line departments to identify
capacity gaps and take corrective measures to transform a weakness into an
organizational strength. The project is focusing on the following ministries.

Ministry of Agriculture, Irrigation & Livestock;
Ministry of Economy;

Ministry of Education;

Ministry of Labor, Social Affairs, Martyrs and Disabled;
Central Statistics Office;

Ministry of Transport and Civil Aviation; and

Ministry of Youth Affairs

Output of the project includes;

e Institutional and Organizational capacity of select government entities
strengthened by policy and strategy development and system improvement
through coaching and advisory services to improve service delivery and to
support Public Administrative Reform (PAR) objective.

e Institutional Capacity Development Support to GDPDM and Capacity
Development activities in IARCSC

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 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

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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United Nations System Accounting Standard 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 Dollars (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 4,827,524
Expenses relating to international staff processed in Copenhagen 332,483

not subject to audit

Total expenditure as per CDR under UNDP Disb 5,160,007

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



Independent Auditors’ Report on
Statement of Fixed Assets to
United Nations Development

Program

Anjum Asim Shahid Rahman

House # 611, Street # 12
Quall e Fatehullah, Kabul
Afghanistan

T: 493 202 202 475

M: +93 789 314 616

W: www.gtpak.com

We have audited the accompanying Statement of Fixed Assets (“the statement”) of the
UNDP Project ID 00058898, National Institution Building Project for the year from
January 01, 2012 to December 31, 2012.

Management Responsibility

Management is responsible for the preparation of this statement for National Institution
Building Project in accordance with the basis of accounting as described in Note 1, 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 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.

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



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 51,980 and are overstated by USD 5,919 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 presents fairly, in all material respects,
fixed assets amounting to USD 731,116 of the project as at December 31, 2012.

/ﬁ?’)jbw /?T’”‘ ﬂ”é)/ Qﬂﬂmm—

Kabul Anjum Asim Shahid Rahman
Dated: January 17, 2014 Chartered Accountants

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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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 at its cost less any accumulated

depreciation and any accumulated impairment losses.

Capital Assets include those items which;
e provide future economic or service benefits to UNDP;
e are expected to be used during more than one reporting year i.e. 12 months;
e have value of USD500 or more;
e are used and controlled by UNDP; and

e their cost can be reliably measured.

Attractive assets ate 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.

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

1. Expenses of another project charged to NIBP

Condition

While reviewing the professional fees paid to LoA staff, it was observed that salaties
amounting to USD 83,840 did not pertain to the National Institution Building Project.
Despite of the fact, these were charged as expense in the Combined Delivery Report for the
year from January 01, 2012 to December 31, 2012. Detail of expenditure is given in annex-
A.

Criteria
Financial expenses incurred by the project over specific period reported in the CDR should

be presented in accordance with UNDP accounting policies;

1. inconformity with the approved project budgets;
ii. for the approved purposes of the project
il in compliance with the relevant regulations and rules, policies and procedures
of UNDP; and
iv. supported by properly approved vouchers and other supporting documents.
Cause

As per the explanations provided by the management, from January 2012, Project 00051206
was merged with the NIBP due to similarity in the nature of work executed by both
projects. Up to April 2012, both projects were not separated from each other and the fees
for November, December 2011 and January 2012 were charged to NIBP.

Effect

The expenditure for the year under audit was over stated by USD 83,840. This has resulted
in wrong classification of the expense. Also the totality of the project expenditures is
hampered.

Priority
High

Recommendation
We recommend that expenditure should be recognized only in their relevant project
expenditures keeping in mind the criteria outlined above.

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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Management Comments
The country office agrees that the two projects should have fully segregated their accounts.

Disposal
Independent Auditors’ Report on Statement of Expenditure

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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2. Unsupported common services and rent expense

Condition
We were not provided with sufficient appropriate audit evidence of transactions amounting
to USD 357,427. Detail of transactions in shown in Annex-B.

As was explained in the exit meeting, cost recoveries are charged on basis of the estimated
figures to the project by applying a certain percentage. We were unable to verify the
correctness of the estimated figures from any supporting documents made available to us
such as budgets, agreements etc. Similarly, we were also unable to verify if there were any
adjustments made later on to reflect the actual cost recoveries from the project rather than

an estimated cost recovery.

Criteria

Expenses incurred by the project over a specified year should be faitly presented in
accordance with UNDP accounting policies and supported by propetly approved vouchers
and other supporting documents such as invoices, receiving & inspection report, contracts
and basis for allocation to specified accounts.

Cause

1. For the first item, total amount of common setrvice premises as per the CDR is
USD112, 344. Out of which, only verified amount is USD 51,415 which relates to
Rent for which supporting documents are provided. Remaining, USD 60,929 is
unverified and it pertains to compound maintenance, staff uniform, communication
and VSAT charges, secutity guard salaries, sundries, recovery cost for services
provided by UNDP staff and salary of common services personnel.

2. For the second item, no break up as well as relevant agreements or contracts are
provided.

3. As per the break up appearing in the GL journal, total of USD 8,509 contains rent,
compound maintenance, staff uniform, security guard salaries, sundries and
communication VSAT and IT cost, for which no sufficient supporting documents
e.g. agreements and basis of charging, are provided.

4. Items 4, 5 and 6 are direct cost recoveries from Herat, Mazar and Bamyan
provinces respectively. These direct cost recoveries are made up of staff cost,
operating expenses and security costs. No suitable documented evidence in the
form of contract or agreement is provided for these amounts.

Effect

The project’s expenditures are not reflective of actual expenditures in the CDR.

Priority
High

Recommendation
We recommend that expenditures should be recorded only when transactions are supported
with adequate and proper documents.

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

Disposal
Independent Auditors’ Report on Statement of Expenditure

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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3. Noncompliance of IPSAS

Condition

We observed that the statement of fixed assets for NIBP 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 ‘affer recognition as an asset,

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

any accunmlated impairment losses.”

Similarly, where an entity recognizes its Property Plant & Equipment under International
Public Sector Accounting Standard IPS.AS-17 Property Plant & Equipment, guidance is given
in paragraph - 99 to the standard, which states,

“IPSAS 3(Acconnting policies, changes in acconnting estimates and errors) requires an entity to
retrospectively apply acconnting 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 accummnlated depreciation and any accummlated impairment losses that relate to that item, as if
it had always applied those acconnting 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 Setvice division (ASD),
and recorded in Atlas as a “one off” by January 01, 2015 if they remain in use (i.. if they
have not been transferred to the beneficiaties 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 accrnal
acconnting 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 “#here are often
difficnlties in compiling comprebensive information on the existence and valuation of assets. For this reason,
Jor a five-year period following the date of first adoption of accrnal accounting in accordance with IPS.AS’,
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

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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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 51,980 which is in contravention of both IPSAS as well as POPP.
These assets have not been adjusted for depreciation charge amounting to USD 5,919.
Depreciation expense shown in the Statement of Expenditure is USD 802 which is
understated by USD 5,117.

Priority
High

Recommendation

We recommend that UNDP Country Office propetly 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’ on Statement of Expenditure

Chartered Accountants & Management Consultants
Member firm of Grant Thornton International Ltd
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4. Expenditure incurred in 2011 but recorded in 2012

Condition

We noted that expenditure amounting to USD 16,628 pertains to the year 2011 as per the
given criteria however, it has been charged as expense in the Combined Delivery Report for
the year from January 01, 2012 to December 31, 2012. Details of the expenditure recognized
in the CDR are shown in Annex-C.

Criteria

Prior to January 2012, UN Accounting Policy (UNSAS) was applicable as per which
expenditure is recognized when Purchase Order is issued. From 1st January, 2012 UNDP
decided to implement International Public Sector Accounting Standards (IPSAS) instead of
UNSAS as per which expenditure is recognized when goods and services are delivered.
Further, for payments made to Individual Consultants (IC’s) salaries should be charged to

the period in which the services or output is delivered.

Cause

1. For transaction 1, purchase order was issued on 15% December 2011 and the
expenditure was recorded in 2012.

2. For the transaction 2, 20% remaining DSA was paid in 2012, although activities of
the delegation were completed on December 21, 2011.

3. Payroll and output reports for the month of January 2012 contained sepatate output
reports for the month of December 2011 and the amounts related to activities of
December 2011 were charged to CDR for 2012.

Effect
Expenditure for the year from January 01, 2012 to December 31, 2012 is overstated by USD
16,628. It impacts the cut off assertion as it pertains to the expenditutes incurred in 2011.

Priority
Medium

Recommendation
Expenditures should be recognized in their proper accounting period by complying with the
criteria outlined above.

Management Comments
We agree with the findings. For the goods and services provided in 2011 the Project was

supposed to use 2011 budget and commit the amount using Purchase Order for the unpaid
payments. However, it is worth to mention that due to transition period from UNSAS into
IPSAS effective January 2012 the Project did not take appropriate follow up actions to avoid
2011 payments in 2012. Additionally, with IPSAS implementation UNDP had drastically
decreased the number of payments incurred in one year and recorded in the following year.
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5. Expenditure charged in incorrect accounts
Condition

We have noted that certain expenditures have been charged in the incorrect account codes
and consequently clubbed in the incorrect budgetary accounts. Instances are shown in
Annex-D.

Criteria
Expenses incurred by the project over a specified year should be correctly classified in the
Combined Delivery Report by charging to the correct accounts based on the nature of the
expense.

Cause
The annual work plan for the project has the budgetary accounts to which these transactions
relate to but they have been charged to other budgetary accounts by not giving due

consideration to the nature of these expenses.

Effect
It affects the fair presentation of the expenditure due to misclassification. Total of the
misclassified amount is 5.9% of the total expenditures appearing in the CDR.

Priority
Medium

Recommendation
We recommend that expenditure should be charged to their correct budgetary accounts as
per the allocation of annual work plan to achieve fair presentation in the CDR.

Management Comments

We agree with the findings. The account code is automatically picked by the system upon
selection of item from UNDP or non-UNDP catalogue. The issue has caused due to wrong
selection of items and COA by the requesting unit. It is also noteworthy that some of the
items in the catalogue(s) are linked with wrong account code. Already there are several
discussions on MPN network about this and it should be addressed at HQ level by Atlas

development team.
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6. Leave encashment by LOA staff

Condition

It was observed that most of the LOA staffs have availed paid leaves during the
continuation of their service. These staffs have availed paid leaves in excess of their
entitlement of two paid leaves for each month as per the respective contracts. Instances are
shown in Annex-E.

Criteria
As per the LOA between the GDPDM and the UNDP and the contract between the
employees and the relevant ministries, employees are not allowed to avail excess paid leaves.

Cause

We have observed that during all twelve months of the year under audit, LOA staffs are
availing annual leaves and those leaves are in addition to the maximum allowed leaves per
month which cannot be carried forward. In this regard, we have reviewed the LoA
agreement between the GDPDM and the UNDP and the employment contact between the
GDPDM and the employee, and we have not found any clause which permits any such
carry forward of paid leaves.

Effect

This implies weak oversight by the project personnel. The monitoring process is also
questionable. Further, the funds of the project have been spent on an expenditure which is
not permissible under the terms of above mentioned contracts.

Priority
Medium

Recommendation
Either contracts should be amended or the strict monitoring should be carried so that funds

are utilized in an effective and efficient way.

Management Comments
We agreed with the audit finding.
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ANNEXURES

ANNEX - A
Accounting o Amount No. of
Voucher date Account Description USsD Staff
Local
1 AFG10-00110201-1-1-ACCR-DST 16-Feb-12 71305 Consultants 53,400 15
2 | AFG10-00110202-1-1-ACCR-DST 5-Apr-12 71305 Leez) 30,440 5
Consultants
Total 83,840
ANNEX - B
Sr. Accounting o uUsD
No Voucher ID Date Account Account Description Amount
1 Common Services-
UNDP1-0004531405-02-SEP-2012-6 2-Sep-12 73125 Premises 60,929
2 Common Services-
UNDP1-0004320824-13-MAR-2012-2 13-Mar-12 73125 Premises 49,363
3 UNDP1-0004748930-31-DEC-2012-2 31-Dec-12 73105 Rent 8,509
4 UNDP1-0004729846-31-DEC-2012-3 31-Dec-12 73105 Rent 28,205
5 UNDP1-0004729846-31-DEC-2012-2 31-Dec-12 73105 Rent 124,703
6 UNDP1-0004729846-31-DEC-2012-1 31-Dec-12 73105 Rent 85,718
Total 357,427
ANNEX -C

Sr. .
No Voucher ID CEHEIATE Account Accc_sur_1t . Reason
Date Description Amount
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Total

16,628

ANNEX -

D

Should have been ‘

Voucher ID Accountin Accoun Account code Expenditure usb Descriptio charged to
g Date t Account Amount n Account  Expenditure
code Account
HAEHE TRANSPORATI 73420 73400 'Rental
oo s> | 24-0ct-12 | 72215 ON qument | 4280 | 020 | deased | &Maintof
DST EQUIPMENT Vehicles' Other Equip'
AFG10-
TRANSPORATI . 73420 73400 'Rental
oo | e-Nov-12 | 72215 ON quement | 4470 | (o280 | deased | &Maintof
DST EQUIPMENT Vehicles' Other Equip'
AFG10-
TRANSPORATI . 73420 73400 'Rental
O ae | 12-Dec-12 | 72215 ON qument | 4500 | o280 | eased | &Maintof
DST EQUIPMENT Vehicles' Other Equip'
AFG10- . 72440 - 72400
ACQUISITION | Communic & o N .
00111387~ | 26.Mar-12 | 72405 |OF COMMUNIC | Audio Visual | 5025 | Connectivity |‘Connectivi | ‘Gommunic &
1-1-ACCR- EQUIP Equi Charges ty Audio Visual
DST quip Charges' Equip'
AFG10- . 72440 - 72400
ACQUISITION | Communic & o N .
00119493~ | ¢ hec-12 | 72405 |OF COMMUNIC | Audio Visual | 4,812 | Connectivity |‘Connectivi | ‘Communic &
1-1-ACCR- EQUIP Equi Charges ty Audio Visual
DST quip Charges' Equip'
ng 1%13'7_ MAINBFOPER Rental & leraes 73420 - 73400 '_Rental
1-2-ACCR- 30-Sep-12 | 73410 TRANSPORT Ma|né o;iOther 3,850 Vehicle Vléiai\;:csi' O8t(hl\élra||5nt;f '
DST EQUIP quip quip
s, MAINT OPER | Rental & Leased | 73420~ | 73400 Rental
1-2-ACCR- 30-Sep-12 | 73410 TRANSPORT Ma|né oLf"Other 3,850 Vehicle Vléi?(?lzcsj' O8t(hl\élra||5nt;f '
DST EQUIP quip quip
Nopiioy MAINT OPER | Rental & Lesseq | 73420~ | 73400 Rental
1-6-ACCR- 30-Sep-12 | 73410 TRANSPORT Malné oLf‘iOther 2,250 Vehicle Vléiail;zcsj’ O%hl\élragtaf ,
DST EQUIP aui quip
Ry MAINT OPER | Rental & Leased | 73420~ | 73400 Rental
1-5-ACCR- 30-Sep-12 | 73410 TRANSPORT Malné oLf‘iOther 4,430 Vehicle Vléiail;zcsj’ O%hl\élragtaf ,
DST EQUIP aui quip
R MAINT OPER | Rental & Leased | 73420~ | 73400 Rental
1-4-ACCR- 30-Sep-12 | 73410 TRANSPORT Malné oLfliOther 4,645 Vehicle vLei?SZg' O«St(hl\élragt&f '
DST EQUIP quip quip
71620 -
ot10198. TRAVEL Daily 'Daily 1600
2-Dec-12 | 71610 TICKETS- Travel 483 Subsistence | Subsistenc ; ,
1-1-ACCR- Travel
LOCAL Allow-Local | e Allow-
DST ,
Local
71620 -
o aonE TRAVEL Daily 'Daily 1600
" | 16-Dec-12 | 71610 TICKETS- Travel 483 Subsistence | Subsistenc ; .
1-1-ACCR- Travel
LOCAL Allow-Local | e Allow-
DST .
Local
AFG10- 73125 73100 - Rental
LEASED Rental &
00116965- . Common ‘Common &
2-1-ACCR- | 30-Sep-12| 73104 =CIERhE WEIEIEICES | e Services | Services- | Maintenance-
Premises . .
DST Premises Premises
AFG10- Rental & 73125 73100 - Rental
00120538- LEASED . Common ‘Common &
4-1-ACCR- | 20Dec-12| 73104 | gy piyg | Maintenance- | 6595 | goryices | Services- | Maintenance-
Premises S .
DST Premises Premises
UNDP1- Rental & 73125 73100 - Rental
0004748930 | 31 pec-12 | 73105 Rent Maintenance- | 8509 | common | ‘Common | &
-31-DEC- . Services Services- | Maintenance-
Premises o, B
2012-2 Premises Premises
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UNDP1- Rental & 73125 73100 - Rental
0004729846 . Common ‘Common &
-31-DEC- iRz ] i Rz M:;réﬁ:}:g:e- A A Services | Services- | Maintenance-
2012-3 Premises’ Premises
UNDP1- Rental & 73125 73100 - Rental
0004729846 | 54 pec-12 | 73105 Rent Maintenance- | 124,703 | ommon | ‘Common j &
-31-DEC- Premi Services Services- | Maintenance-
2012-2 emises Premises’ | Premises
UNDP1- Rental & 73125 73100 - Rental
0004729846 | 54 pec-12 | 73105 Rent Maintenance- | 85,718 | <ommon | ‘Common | &
-31-DEC- Premi Services Services- | Maintenance-
remises o .
2012-1 Premises Premises
AFG10- 71605 -
00115487- TRAVEL — UL Travel 71600 -
1-2-ACCR- 8-Aug-12 | 71635 OTHER Travel 707 T|cket.s Tickets Travel
Internation. s,
DST Internation
63340
AFG10- PROC
00120144~ | 16-Dec-12 UN Volunteers- UN REAEE | ooy | CEEMOINER:
71505 . 2,606 Recuperatio Recurrent
1-1-ACCR- Stipend & Allow | Volunteers n allowanc ST Pavroll - IP Stf
DST RECUP-IP | =&Y
STF
TOTAL 309,242

ANNEX - E
Accountin Paid
Voucher ID Date 9 Account | Account Description Name of Staff leaves
availed
AFG10-00109816-1-1-ACCR-DST |  6-Feb-12 71305 Local Consultants bAlp [FEIEEm 12
Muhammadzai
AFG10-00113384-1-2-ACCR-DST | 29-May-12 | 71305 Local Consultants O hmac. i 13
AFG10-00111747-1-1-ACCR-DST 5-Apr-12 71305 Local Consultants Mr'S"c')?ngsﬂ'ah 4
AFG10-00111747-1-1-ACCR-DST 5-Apr-12 71305 Local Consultants | M" Ar;(’gzﬁif\i(ama 3
AFG10-00111747-1-1-ACCR-DST 5-Apr-12 71305 Local Consultants bl ég?:r:im?say 2
AFG10-00114421-1-2-ACCR-DST 2-Jul-12 71305 Local Consultants Syed Ahmad 4
Yama Kashifi
AFG10-00110633-1-1-ACCR-DST |  1-Mar-12 71305 Local Consultants Mré’ﬁzr‘;lem 4
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