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Report on the audit of UNDP Afghanistan  
Making Budget and Aid Work (Project No. 47111) 

Executive Summary 
 
The UNDP Office of Audit and Investigations (OAI), from 8 October 2013 to 15 January 2014, through Anjum 
Asim Shahid Rahman, member firm of Grant Thornton International Ltd (the audit firm), conducted an audit of 
Making Budget and Aid Work, Project No. 47111 (the Project), which is directly implemented and managed by 
the UNDP Country Office in Afghanistan (the Office).  
 
The audit firm conducted a financial audit to express an opinion on whether the financial statements present 
fairly, in all material aspects, the Project’s operations. The audit covered the Project’s Statement of Expenditure 
(Combined Delivery Report) for the period from 1 January to 31 December 2012 and Statement of Assets as of 31 
December 2012.  
 
The audit was conducted under the general supervision of OAI in conformance with the International Standards 
for the Professional Practice of Internal Auditing.   
 
Audit results 
 
Based on the audit report and corresponding management letter submitted by the audit firm, the results are 
summarized in the table below. 
 

Project Expenditure  Project Assets 
Amount 

(in $ ‘000) 
Opinion NFI 

(in $ ‘000) 
Amount

(in $’000) 
Opinion NFI

(in $ ‘000) 

$5,100 Qualified  $143 $664 Qualified  $22 

 NFI =Net Financial Impact 
 
The audit firm qualified its opinion on the Project’s Statement of Expenditure due to: 

 inadequate supporting documents for $86,000 charged to the Project as unrealized exchange rate loss; 
 expenditure of $37,000 incurred in 2011 but charged to the Project in 2012; and 
 depreciation charge for assets acquired in 2012 understated by $20,000. 

 
The audit firm qualified its opinion on the Project’s Statement of Fixed Assets due to the understatement of the 
depreciation costs of the assets acquired in 2012. 
 
Key recommendations: Total = 8, 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  
(Issue 1) 

Lack of adequate supporting document for unrealized exchange rate loss. There 
was inadequate supporting evidence to verify the validity of unrealized 
exchange rate loss amounting to $86,000.  
 
Recommendation: Charge to the Project only the expenditure that is properly 
supported by adequate documentation. 
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Submission Letter 

Director 

Office of Audit and Investigations 

United Nations Development Programme 

New York 

Date: January 17, 2014 

Dear Sir, 

Financial audit of Making Budget and Aid Work (MBAW) – (Project ID 

00047111) (“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
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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 Making Budget and Aid Work (MBAW) – (Project ID 

00047111) (“the project”) 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 by the government counterpart via LoA. 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 fairly 

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

were: 

 in conformity with the approved project budgets; 

 for the approved purposes of the project;  

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

UNDP; and 

 supported by properly approved vouchers and other supporting documents. 

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

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

3. Expressing an opinion on whether the statement of cash held by the project presents 

fairly the cash and bank balance of UNDP project as at December 31, 2012. 

Results of financial audit 

Statement of Expenditure (Combined Delivery Reports) 
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 5,100,142 incurred by the project for the year from January 01, 2012 to 

December 31, 2012 in accordance with UNDP accounting policies. 
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Statement of Fixed Assets 

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

Opinion paragraph, the statement of fixed assets presents fairly, in all material respects, 

fixed assets amounting to USD 663,849 of the project as at December 31, 2012. 

Statement of Cash held 

As no dedicated bank account was established for the Making Budget and Aid Work, 

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

Summary of Findings 

1. We were unable to obtain sufficient appropriate audit evidence to verify the nature, 

occurrence and validity of USD 86,056 charged to the project in lieu of unrealized loss; 

2. Expenditure for the year 2012 is overstated by USD 36,535 as it should have been 

recognized in the year 2011 as per the relevant applicable accounting policies; 

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

Fixed Assets at their acquisition cost of USD 233,767 and are overstated by USD 22,397 

due to the effect of unrecognized depreciation. Similarly, depreciation expense, in 

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

understated by USD 20,531; 

4. UNDP disbursement column of the combined delivery report includes expenditure 

amounting to USD 3,694,488 from January to October 2012 that pertains to NIM 

modality. This amount was incurred by the government counterpart via a Letter of 

Agreement and should have been reported under the Government disbursement 

column of the CDR. As there was no dedicated bank account at the level of the 

responsible party to receive advances, these payments were processed by UNDP CO 

through request for direct payments and were captured by ATLAS in the UNDP 

disbursement column; 

5. We noted instances whereby expenses were recorded in incorrect accounts and 

consequently clubbed in the incorrect budgetary accounts; 

6. We noted instances whereby USD 7,923 was reported as expenditure in the CDR 

although the respective vouchers were closed in the system; 

7. We noted instances whereby expenditure amounting to USD 14,427 incurred by the 

project was not in accordance with UNDP policies and procedures. These transactions 

included paying taxi wages to the lower staff of the government counterpart, expense 

incurred on the farewell party of a government counterpart’s employee and using the 

services of a leased vehicle without proper contract extension; and 
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8. We noted instances whereby expenditure amounting to USD 7,195 was processed 

without following UNDP standard procurement method of issuing a purchase order 

prior to processing such payments; 

 

 

Anjum Asim Shahid Rahman 

Chartered Accountants 

Date: January 17, 2014  
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Independent Auditors’ Report on 

Statement of Expenditure to 

United Nations Development 

Program 

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

Utilization statement (“the statement”) of the UNDP Project Id 00047111, Making Budget 

and Aid Work for the year from January 01, 2012 to December 31, 2012. 

Management Responsibility 

Management is responsible for the preparation of this statement for Making Budget and 

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

provide a basis for our qualified audit opinion. 

Basis for Qualified Opinion 

a) We were unable to obtain sufficient appropriate audit evidence to verify the nature, 

occurrence and validity of USD 86,056 charged to the project in lieu of unrealized loss; 

b) Expenditure for the year 2012 is overstated by USD 36,535 as it should have been 

recognized in the year 2011 as per the relevant applicable accounting policies. 

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

Statement of Expenditure is understated by USD 20,531. 

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 5,100,142 incurred by the project for the year from January 01, 2012 

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

Emphasis of matter 

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

column also includes expenditure incurred under NIM modality amounting to USD 

3,694,488. Our opinion is not qualified in respect of this matter. 

 

 

 

 

Kabul      Anjum Asim Shahid Rahman 

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

1. Description of the project 

Public finance management system in Afghanistan has made remarkable progress over the 

past few years. The UNDP funded “Making Budget Work” project, which has been 

implemented since April 2004 as the successor project of the “Aid Co-ordination” project, 

has effectively contributed to strengthening the Ministry of Finance in its ability to support 

the unified National Budget process as well as the nationally-led aid coordination process. 

 

The new phase of the project (Making Budget and Aid Work) starting in 2007 is serving 

three main purposes; 

1. The budget is comprehensive policy based, prepared in an orderly mannered, and 

supportive of the national development strategy; 

 Strengthening budget policy and planning processes 

 Strengthening budget formulation processes 

 Strengthening budget execution processes 

 Strengthening and reformed budget monitoring reporting  

2. Improved alignment and effectiveness of aid to support Afghanistan development 

goals and strategy; 

3. Sustainable institutional capacity built within the MoF and GoA institutions. 

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 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 US $. Transactions denominated in currencies 

other than US $ have been translated into US $ at the UNDP published exchange rates.  
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3. Expenditure subject to audit 

Break up of expenditure appearing in the CDR with respect to the scope of the audit 

includes; 

 

Particulars Amount in 
USD 

Expenditure subject to audit 5,100,142 

Expenses processed and approved in locations outside the 
country such as UNDP Regional Centres and UNDP Headquarters 
including staff salaries paid from UNDP Staff Administrative 
Services in Copenhagen 

16,399 

Total Expenditure appearing in the CDR 5, 116,541 
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Independent Auditors’ Report on 

Statement of Fixed Assets to 

United Nations Development 

Program 

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

UNDP Project ID 00047111, Making Budget and Aid Work as at December 31, 2012. 

Management Responsibility 

Management is responsible for the preparation of this statement for Making Budget and 

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

provide a basis for our qualified audit opinion. 

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 233,767 and are overstated by USD 22,397 

due to the effect of unrecognized depreciation. 

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, 

fixed assets amounting to USD 663,849 of the project as at December 31, 2012. 

 

 

Kabul      Anjum Asim Shahid Rahman 

Date: January 17, 2014    Chartered Accountants 
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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; 

 provide future economic or service benefits to UNDP; 

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

 have value of USD500 or more; 

 are used and controlled by UNDP; and 

 their cost can be reliably measured. 

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

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

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

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

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

Functional and presentation currency   
The Statement has been prepared in US $. Transactions denominated in currencies other 

than US $ have been translated into US $ at the UNDP published exchange rates.   
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Management Letter 

1. Lack of sufficient appropriate Audit evidence – Unrealized loss 

Condition 
We were unable to obtain sufficient appropriate audit evidence to verify the validity and 

occurrence of unrealized loss amounting to USD 86,056. Details of transactions are given in 

Annex A. 

Criteria 
Expenses incurred by the project over a specified period should be fairly presented in 

accordance with UNDP accounting policies and supported by properly approved vouchers 

and other supporting documents such as invoices, receiving and inspection report etc. 

Cause 
We were unable to confirm the nature, validity and occurrence of these transactions in the 

absence of any supporting documents and basis of its calculation. 

Effect 
The above expenditure is not eligible to be charged to the project hence, the project’s 

expenditure for the year 2012 is overstated by USD 86,056. 

Priority 
High 

Recommendation 
We recommend that all expenditure charged to the project should be properly supported by 

adequate documentation. 

Management Comment 
Agree: 

The two transactions were reversed via GLJE No. 5214073 as per the instruction of UNDP 
HQ (refer to provided screenshot from Atlas). 

Auditor’s response 
GLJE No. 5214073 is dated December 16, 2013 and hence expenditure for the year remains 

overstated by USD 86,056. 
 
Disposal 
Independent Auditors’ Report on Statement of Expenditure  
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2. Expenditure pertaining to 2011 as per criteria but recorded in 2012 

Condition 
We noted that expenditure amounting to USD 36,535 pertains to the year 2011as per the 

given criteria. However, it has been charged as expense in the CDR for the year 2012. 

Detail is given in Annex B. 

The Country Office explained that the PO was raised in 2011; however, the actual 

expenditure was recognized when the goods and services were received in January and 

February 2012.  

1. VCH # 109443: It is a PO-payment raised in 2011 but the actual services were received 

in Jan 2012, therefore the expenditure was recorded in 2012.  

2. VCH # 00109988: The payment request received in Feb. 2012, because the payment to 

IC contract holder depends on the delivery of services which can only be verified by the 

end of the month where the deadline for payment process for 2011 was 15th December 

2011 where the payment could not be made 15 days in advance.  

However, expenditure should have been recognized at the time of issuing the PO rather than 

at the point where actual services were received. 

Criteria 
Prior to January 2012, UN Accounting Policy (UNSAS) was applicable as per which 

expenditure was recognized when Purchase Order was issued. From January 01, 2012 

UNDP decided to implement International Public Sector Accounting Standards (IPSAS) as 

per which expenditure is recognized when goods are delivered and services are rendered. 

Cause 
a. For the first transaction given in Annex B, amounting to USD 34,695, the PO was 

issued on 14th December 2011. 

b. For the second transaction given in Annex B, DSA amounting USD 1,840 pertains to 

December 2011. 

Effect 
Expenditure for the year 2012 is overstated by USD 36,535. It impacts cut off assertion as 

according to criteria laid out in UNSAS and IPSAS the expenditure should have been 

recorded in the year 2011. 

 
Priority 
High 

Recommendation 
We recommend that expenditure should only be recognized in their proper accounting 

period keeping in mind the criteria outlined in both UNSAS and IPSAS. 

Management Comments 
Agreed 
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Disposal 
Independent Auditors’ Report on Statement of Expenditure  
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3. Noncompliance of IPSAS 

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

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

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

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

statements at its net book value. 

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

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

any accumulated impairment losses.’ 

 

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

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

paragraph - 99 to the standard, which states,  

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

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

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

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

it had always applied those accounting policies.” 

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

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

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

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

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

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

 

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

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

accounting in accordance with IPSASs.” 

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

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

in compiling comprehensive information on the existence and valuation of assets. For this reason, for a five-

year period following the date of first adoption of accrual accounting in accordance with IPSASs, entities are 

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

UNDP CO 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 that 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 
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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 233,767 which is in contravention of both IPSAS as well as POPP. 

These assets have not been adjusted for depreciation charge amounting to USD 22,397. 

Depreciation expense shown in the Statement of Expenditure is USD 1,866 which is 

understated by USD 20,531. 

Priority 
High 

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

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

reflected in the Project’s Statement of Fixed Assets. 

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

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

regularly. Any missing items will be included in Atlas. 

Disposal 
Independent Auditor’s Report on Statement of Fixed Assets 

Independent Auditor’s Report on Statement of Expenditure  



Financial audit of Making Budget and Aid Work (MBAW) – (Project ID 00047111) 
(“the project”), directly implemented by United Nations Development Programme in 
Afghanistan (UNDP) for the year from January 01, 2012 to December 31, 2012 

44 

 

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

4. Discrepancy in presentation of the Combined Delivery Report 

Condition 

We noted that the UNDP disbursement column of the combined delivery report includes 

expenditure amounting to USD 3,694,488 that pertains to NIM modality. This amount was 

incurred by the government counterpart via a Letter of Agreement and should have been 

reported under the Government disbursement column. 

Criteria 
For DIM expenditure the management responsibility and accountability rests with UNDP 

and is reported in the UNDP disbursement column of the CDR. However, UNDP may 

have some parts of the project’s activities implemented by a “responsible party” which then 

has the management responsibility and accountability for those activities. Expenditure 

incurred at the level of the responsible party should be reported under the government 

disbursement column. 

Cause 
As per explanation provided, the government counterpart did not have a dedicated bank 

account to receive NEX advances. The expenditure incurred by government counterpart 

was processed by UNDP country office through request for direct payments and reported 

under the UNDP disbursement column of the CDR. However, in the last quarter of 2012, 

the government counterpart opened a dedicated bank account for the project and received 

advance amounting to USD 3,232,388 and effective from November 01, 2012 expenditure 

was correctly recorded in the government disbursement column. 

Effect 
It affects the presentation of expenses in the Combined Delivery Report. The amount of 

expenditure for which UNDP has the management responsibility and accountability cannot 

be identified from the face of the CDR. 

Priority 
Medium 

Management Comments 
Agree: 

The recommendation is well noted. However, it is worth mentioning that currently the Atlas 

system does not have the feature that is dedicated for recording of the expenditures incurred 

by government Responsible Parties, i.e. the expenditures under LoA in this case, which 

resulted further inconsistency in the CDR data. The expenditures figures under LoA/NIM, 

RDPs/NIM and direct UNDP Exp/DIM all are “mixed” under the “UNDP Disb” column 

of CDRs. Therefore, the CO – Oversight and Compliance Unit (OCU) has brought this 

issue to a higher level at HQ, UNDP Office of Financial Resources Management and the 

OAI to seek further possibilities for resolving the issue raised – separate/segregate the 

expenditures by Responsible Parties, in addition to the current structure of CDR that is 

limited to IPs only.  

Moreover, as explained earlier, the LOA expenditures that are processed through UNDP 

“Request for Direct Payments” (RDPs) are actually NIM expenditure; however, considering 
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that no advance was issued to the government and all expenditures incurred through RDPs. 

Therefore, UNDP accounting system recorded that as part of UNDP direct expenditure. 

 

This issue was identified and resolved in November 2012 when MoF opened a bank account 

and all NIM expenditure from 1st November, 2012 onwards are booked correctly under the 

“Govt Disb” column in the CDR. 

Disposal 
Management Letter 
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5. Expenditure charged to incorrect accounts 

Condition 
We noted that certain expenditures have been charged in the incorrect account codes and 

consequently clubbed in the incorrect budgetary accounts. 

Instances are given in Annex C. 

Criteria 
Expenses incurred by the project over a specified period should be correctly classified in the 

Combined Delivery Report by charging to the correct accounts based on the nature of the 

expense. 

Cause 
Some of these instances have been caused by the fact that the approved Annual Work Plan 

for the project did not have expenditure allocated to the budgetary accounts to which these 

transactions should have been charged giving due consideration to the nature of the expense. 

In other instances, it has happened due to wrong selection of items and chart of accounts 

(CoA) by the requesting unit or projects as the account code is automatically picked by the 

system upon selection of items from UNDP or non-UNDP catalogue while creating an e-

requisition. 

Effect 
It affects the fair presentation of the expenditure due to misclassification. 

Priority 
Medium 

Recommendation 
We recommend that that the Annual Work Plan should be approved after due consideration 

of the nature of the estimated expenditure. Care should be taken while selecting items at the 

time of raising E requisition. Expenditure should be charged to the correct account to 

achieve fair presentation of the CDR. 

Management Comments 
Agree: 

The account code is automatically picked by the system upon selection of items from UNDP 

or non-UNDP catalogue while creating an e-requisition. The issue is caused due to wrong 

selection of items and chart of accounts (CoA) by the requesting unit or projects where 

UNDP since the introduction of the catalogue is regularly training concerned staff. It is also 

noteworthy that some of the items in the catalogue(s) are linked with wrong account codes. 

There have already been several discussions on the subject through MPN network; hence, 

we expect it shall be addressed at HQ level by Atlas development team. 

 
Disposal 
Management Letter  
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6. Vouchers closed in the system but appearing as expense in CDR 

Condition 
We noted two transactions, given in Annex D where the respective vouchers were closed in 

the system yet reported as expenditure in the CDR. 

 

Criteria 
According to IPSAS expenditure is recognized when goods are received and services are 

delivered. 

Cause 
As per explanation provided, goods and services were not received and these vouchers were 

closed/deleted in the system so that no payment is made. However, although these vouchers 

were closed, they were not reversed and hence reported as expenditure against the respective 

budget lines. 

 

Effect 
Expenditure is being reported in CDR although it has not yet been incurred owing to the 

IPSAS criteria of expenditure recognition i.e. receiving goods and / or services. 

 

Priority 
Medium 

 

Recommendation 
We recommend that expenditure should be recognized and reported in the CDR only when 

goods and services are received to ensure compliance with IPSAS. When vouchers have 

been processed and goods/ services are not received, these vouchers should be reversed so 

that expenditure is not reported. 

Management Comments 
Agree. 

1. VCH # 11966:  Although UNDP finance took necessary steps to close/cancel the 

payments as the staff did not attend the training, so he was not eligible to be paid.   

2. VCH # 117821: it was transferred but was rejected due to incorrect bank account details. 

While the vendor was contacted they have changed the name of company from Dehkada 

priting press to Dehkada Chap ltd. This voucher was closed and re-issued in a separate 

voucher under VID# 120815 and paid accordingly. 

Disposal 
Management Letter 
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7. Expenses not in accordance with policies and procedures 

Condition 
We noted some cases in which the expenditure incurred by the project were not in 

accordance with UNDP policies and procedures. 

Instances are given in Annex E. 

Criteria 
Financial expenses incurred by the project over a specified period that are reported in the 

CDR should be fairly presented in accordance with UNDP accounting policies; 

i. inconformity 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. 

Cause 
In the first three cases the project paid USD 70 per head as overtime to 26 cleaners etc. who 

were employees of MoF. We were not able to verify that whether these personnel were 

entitled to such payment and correlate it to the objectives and goals of the project. Due to 

the same reason this payment was stopped in October 2012. Similarly in the fourth instance, 

expense paid for the farewell party of a non UNDP staff is also questionable. 

The project also paid USD 8,400 for the services of a leased vehicle for which the contract 

had expired. The project used the vehicle for three months without any extension of the 

contract, however payment was made. The Post Facto Case Report attached to the voucher 

is not signed. 

Effect 
Expenditure reported in the CDR is not in accordance with UNDP policies and procedures. 

Priority 
Medium 

Recommendation 
We recommend that all expenses incurred should be in accordance with the relevant policies 

and procedures and have relevance to the goals and objectives of the project. All the 

documents attached to vouchers should be duly signed and approved by proper authority. 

Management Comments 
Agree: 

All mentioned cases were identified by UNDP CO in 2012 and was rectified and corrected. 

1. Regarding taxi wages paid to MoF cleaner: This was not in line with UNDP policies and 

procedures; however, since the project did not have dedicated support staff for office 

cleaning, it was performed by MoF staff people with some incentives. The justification 

provided by the project manager is that if the project recruited cleaners, the monthly 

cost would have been much higher than the $70 paid to each of these support staff of 

MoF. 
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2. Expenditure for farewell: This was not in line with UNDP policies and procedures; 

hence, the project stopped such a practice.  

3. Agree that using the rented vehicle after the expiration of the contract was not in line 

with UNDP policies and procedures; however, it is to note that the issue was caused due 

to the delay in the decision on the contract matters. Therefore, a post facto case was 

prepared and approved by UNDP management through email (the email is attached) to 

enable the project to pay for the services rendered and subsequently the contract was 

terminated. 

Disposal 
Management Letter  
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8. Vouchers processed without issuing Purchase Order 

Condition 
We noted that in some cases the standard procurement methods were not followed. 

Instances are given in Annex F. 

Criteria 
As per UNDP Standard Procurement Methods, 

1. PO is mandatory for all purchases of goods/asset items valued above USD 500, and 

2. Mandatory for all goods, services and small works valued above USD 2,500  

Cause 
Payment vouchers were processed without issuing Purchase Orders although issuing PO was 

mandatory. 

Effect 
UNDP Standard Procurement Methods were not followed while incurring this expenditure. 

Priority 
Medium 

Recommendation 
We recommend the Standard Procurement policies should always be followed. 

Management Comments 
Agree: 

Justifications for none compliance: 

Voucher # AFG10-00111772-1-1-ACCR-DST: 

The project received the request for the service on 14th Mar 2012 to arrange an event on 

17th March 2012. Since 15th and 16th of March 2012 were official holidays (Thursday & 

Friday), and the procurement unit was obliged to arrange the event in a short notice on 

urgent basis, therefore, the PO couldn’t be raised at that time. Considering the importance 

of the event and the deadline, the procurement was done without a PO. 

Voucher # AFG10-00111980-1-1-ACCR-DST: 

This voucher presents the purchase of various types of Printer Toners for the project use. At 

the time of the procurement, the purchased items were not included in the UNDP LTA, 

thus, the project was compelled to source these items through local suppliers based on 

normal procurement procedure.  

Disposal 
Management Letter  
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ANNEXURES 

ANNEX – A 

Transaction ID Accounting 
Date Account  Account 

Description 
USD 

Amount 

UNDP1-0004749780-31-DEC-2012-99 12/31/2012 76120 Unrealized Loss 81,190 

UNDP1-0004749780-31-DEC-2012-93 12/31/2012 76120 Unrealized Loss 4,866 

Total 86,056 

 

ANNEX – B 

Voucher ID Accounting 
Date Account  Account Description USD 

Amount 

AFG10-00109443-2-1-ACCR-
DST 1/16/2012 72805 ACQUIS OF COMPUTER 

HARDWARE      34,695  

AFG10-00109988-1-1-ACCR-
DST 2/11/2012 71205 INTL CONSULTANTS-SHT 

TERM-TECH      1,840  

Total 36,535 
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ANNEX – C 

Voucher ID Accounting 
Date Account  Account code Expenditure Account USD 

Amount Description 
Should have been charged to 

Account 
code Expenditure Account 

AFG10-00118020-1-1-ACCR-DST 11/4/2012 72505 
72505"Stationery 
& other Office 
Supp" 

72500 "Supplies" 2267 Paint for office 73120 
"utilities" 

73100"Rental & 
Maintenance-

Premises" 

AFG10-00111303-2-1-ACCR-DST 3/24/2012 72705 
72705 
"Hospitality-
Special Events" 

72700 
"Hospitality/Catering" 3856 Trainings and 

Workshops 

75705 
"Learning 

costs"  

75700 "Training, 
Workshops and 

Confer" 

AFG10-00111928-3-5-ACCR-DST 4/14/2012 72705 
72705 
"Hospitality-
Special Events" 

72700 
"Hospitality/Catering" 14918 Trainings and 

Workshops 

75705 
"Learning 

costs"  

75700 "Training, 
Workshops and 

Confer" 

AFG10-00111300-2-5-ACCR-DST 4/7/2012 72705 
72705 
"Hospitality-
Special Events"  

72700 
"Hospitality/Catering" 7715 Trainings and 

Workshops 

75705 
"Learning 

costs"  

75700 "Training, 
Workshops and 

Confer" 

AFG10-00110754-4-5-ACCR-DST 3/6/2012 72705 
72705 
"Hospitality-
Special Events"  

72700 
"Hospitality/Catering" 7715 Trainings and 

Workshops 

75705 
"Learning 

costs"  

75700 "Training, 
Workshops and 

Confer" 

UNDP1-0004658116-01-DEC-2012-
13 12/1/2012 72205 72205'Office 

Machinery" 
72200 "Equipment and 

Furniture"  24,490 Purchases of Printers 
and Laptops 

72815 Inform 
Technology 

Supplies 

72800 "Information 
Technology 

Equipmentand". 

UNDP1-0004658116-01-DEC-2012-3 12/1/2012 72205 72205'Office 
Machinery" 

72200 "Equipment and 
Furniture"  9,500.00 Purchases of Printers 

and Laptops 

72815 Inform 
Technology 

Supplies 

72800 "Information 
Technology 

Equipmentand". 

AFG10-00118877-1-1-ACCR-DST 11/25/2012 73410  Maint, Oper of 
Transport Equip 

73400" Rental & Maint 
of Other Equip" 3807 Fuel Purchased 

72311"Fuel, 
petroleum and 

other oils" 

72300"Materials & 
Goods" 

AFG10-00116849-1-1-ACCR-DST 9/26/2012 73410  Maint, Oper of 
Transport Equip 

73400" Rental & Maint 
of Other Equip" 3793 Fuel Purchased 

72311"Fuel, 
petroleum and 

other oils" 

72300"Materials & 
Goods" 
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Voucher ID Accounting 
Date Account  Account code Expenditure Account USD 

Amount Description 
Should have been charged to 

Account 
code Expenditure Account 

AFG10-00116226-3-1-ACCR-DST 9/4/2012 73410  Maint, Oper of 
Transport Equip 

73400" Rental & Maint 
of Other Equip" 3650 Fuel Purchased 

72311"Fuel, 
petroleum and 

other oils" 

72300"Materials & 
Goods" 

AFG10-00116226-1-1-ACCR-DST 9/4/2012 73410  Maint, Oper of 
Transport Equip 

73400" Rental & Maint 
of Other Equip" 4060 Fuel Purchased 

72311"Fuel, 
petroleum and 

other oils" 

72300"Materials & 
Goods" 

UNDP1-0004658116-01-DEC-2012-7 12/1/2012 72210 Machinery and 
Equipment 

72200 "Equipment and 
Furniture" 20023.8 Purchases of Printers 

and Laptops 

72815 Inform 
Technology 

Supplies 

72800 "Information 
Technology 

Equipmentand". 

AFG10-00118369-1-1-ACCR-DST 11/11/2012 73310 
 Maint & 
Licencing of 
Software 

73300" Rental & Maint 
of Info Tech Eq" 15928 Acquisition of Computer 

Software 

2810"Acquis 
of Computer 

Software" 

72800"Information 
Technology Equipmt" 

AFG10-00118474-1-1-ACCR-DST 11/14/2012 73305 
 Maint & 
Licensing of 
Hardware 

73300" Rental & Maint 
of Info Tech Eq" 64,286 Acquisition of Computer 

Server 

72805"Acquis 
of Computer 
Hardware" 

72800"Information 
Technology Equipmt" 

AFG10-00109988-1-1-ACCR-DST 2/11/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 8,096 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00115065-1-1-ACCR-DST 7/25/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 4,232 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00117335-1-1-ACCR-DST 10/21/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 7,630 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00114356-1-1-ACCR-DST 7/1/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 3,315 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00114880-1-1-ACCR-DST 7/21/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 4,441 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 
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Voucher ID Accounting 
Date Account  Account code Expenditure Account USD 

Amount Description 
Should have been charged to 

Account 
code Expenditure Account 

AFG10-00113311-1-1-ACCR-DST 6/2/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 4,752 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00113310-1-1-ACCR-DST 6/9/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 4,048 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00113276-1-1-ACCR-DST 6/2/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 8,280 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00118687-1-1-ACCR-DST 12/2/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 1,657 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00117640-1-1-ACCR-DST 10/20/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 5,520 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00117900-1-1-ACCR-DST 11/3/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 5,828 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00117905-1-1-ACCR-DST 11/3/2012 71205 Intl Consultants-
Sht Term-Tech 

71200 "International 
Consultants" 5,828 DSA payment to ICs 

71615 "Daily 
Subsistence 
Allow-Intl" 

71600 "Travel" 

AFG10-00115065-1-1-ACCR-DST 7/25/2012 71205 

INTL 
CONSULTANTS-
SHT TERM-
TECH 

71200 "International 
Consultants" 881 Purchases of Tickets 

71605"Travel 
Tickets-

International" 
71600 "Travel" 

AFG10-00117335-1-1-ACCR-DST 10/21/2012 71205 

INTL 
CONSULTANTS-
SHT TERM-
TECH 

71200 "International 
Consultants" 1,766 Purchases of Tickets 

71605"Travel 
Tickets-

International" 
71600 "Travel" 

AFG10-00114356-1-1-ACCR-DST 7/1/2012 71205 

INTL 
CONSULTANTS-
SHT TERM-
TECH 

71200 "International 
Consultants" 1,895 Purchases of Tickets 

71605"Travel 
Tickets-

International" 
71600 "Travel" 
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Voucher ID Accounting 
Date Account  Account code Expenditure Account USD 

Amount Description 
Should have been charged to 

Account 
code Expenditure Account 

AFG10-00114880-1-1-ACCR-DST 7/21/2012 71205 

INTL 
CONSULTANTS-
SHT TERM-
TECH 

71200 "International 
Consultants" 1,471 Purchases of Tickets 

71605"Travel 
Tickets-

International" 
71600 "Travel" 

AFG10-00118687-1-1-ACCR-DST 12/2/2012 71205 

INTL 
CONSULTANTS-
SHT TERM-
TECH 

71200 "International 
Consultants" 1,871 Purchases of Tickets 

71605"Travel 
Tickets-

International" 
71600 "Travel" 
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Annex – D  

Voucher ID Accounting 
Date Account  Account Description USD 

Amount 

AFG10-00115966-1-1-ACCR-
DST 8/27/2012 75707 LEARNING   SUBSISTENCE 

ALLOWAN        6,098  

AFG10-00117821-1-1-ACCR-
DST 10/24/2012 74210 PRINTING AND PUBLICATIONS        1,825  

Total 7,923.64 

 

Annex – E 

Voucher ID Accounting 
Date Account  Account 

Description 
USD 

Amount Observation 

AFG10-00110878-
1-1-ACCR-DST 3/11/2012 74525 SUNDRY 2,100 

This amount is paid to MoF lower 
staff who were not entitled 
because there was no contract of 
MBAW with them and due to the 
same reason this payment was 
stopped in October, 2012. 

AFG10-00114263-
1-1-ACCR-DST 7/2/2012 74525 SUNDRY 1,890 

This amount is paid to MoF lower 
staff who were not entitled 
because there was no contract of 
MBAW with them and due to the 
same reason this payment was 
stopped in October, 2012. 

AFG10-00115136-
1-1-ACCR-DST 7/28/2012 74525 SUNDRY 1,820 

This amount is paid to MoF lower 
staff who were not entitled 
because there was no contract of 
MBAW with them and due to the 
same reason this payment was 
stopped in October, 2012. 

AFG10-00113864-
1-1-ACCR-DST 6/16/2012 72715 HOSPITALITY 

CATERING 217.09 
The expense was for the farewell 
party of non UNDP staff who was 
not entitled for this expense. 

AFG10-00117291-
1-1-ACCR-DST 10/10/2012 73420 LEASED 

VEHICLES 
           

8,400  

This payment was made for a 
leased vehicle, without any 
binding contract at that time. The 
payment was made through Post - 
Facto Case Report which was 
submitted, however the document 
is not signed. 

Total 14,427  

 

Annex – F 

Voucher ID Accounting 
Date Account  Account Description USD 

Amount 

AFG10-00111772-1-1-ACCR-DST 4/8/2012 72715 HOSPITALITY CATERING        
4,323  

AFG10-00111980-1-1-ACCR-DST 4/15/2012 72815 INFORM TECHNOLOGY SUPPLIES        
2,872 

Total 7,195 
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