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Executive Summary
The UNDP Office of Audit and Investigations (OAI), from 3 to 21 August 2014, through Moore Stephens LLP (the
audit firm), conducted an audit of the Enhancing Legal and Electoral Capacity for Tomorrow Project (Project Nos.
57970 and 63078, Output Nos. 71801, 80393, 80394, 80395, 80396, 83558, 87512, 87513, and 87514) (the
Project), which is directly implemented and managed by the UNDP Country Office in Afghanistan (the Office).
The last audit of the Project was conducted by OAI in 2013 and covered project expenditure from 1 January to 31
December 2012.
The audit firm conducted a financial audit to express an opinion on whether the financial statements present
fairly, in all material aspects, the Project’s operations. The audit covered the Project’s Combined Delivery Report,
which includes expenditure for the period from 1 January to 31 December 2013 and the accompanying Funds
Utilization statement1 as of 31 December 2013 as well as Statement of Assets as of 31 December 2013. 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), or where supporting documentation was not retained at the UNDP Country Office level. The
audit did not cover the Statement of Cash Position as no separate bank account was established and maintained
for the Project.
The audit was conducted under the general supervision of OAI in conformance with the International Standards
for the Professional Practice of Internal Auditing.
Audit results
Based on the audit report and corresponding management letter submitted by the audit firm, the results are
summarized in the table below:
Project Expenditure*
Amount
Opinion
(in $ ‘000)

11,514

Unqualified

Project Assets
Amount
(in $’000)

Opinion

NFI**
(in $ ‘000)

11,691

Qualified

272

* Expenditures recorded in the Combined Delivery Report were $45.7 million. Excluded from the audit scope were
transactions that relate to expenditures not processed or approved at the Office level ($10.3 million), and expenditures
incurred at the “responsible party” level ($23.6 million) and other United Nations agencies ($0.3 million). The
expenditures incurred at the “responsible party” level ($23.6 million) were subject to a separate audit conducted by
external auditors, which resulted in an unqualified opinion.
** NFI = Net Financial Impact

The audit firm qualified its opinion on the Project’s Statement of Fixed Assets due to assets amounting to
$271,512 (or 2.3 percent of total assets) that were not in use by this Project.
1

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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EXECUTIVE SUMMARY
Moore Stephens LLP conducted the financial audit of ‘Enhancing Legal and Electoral Capacity for
Tomorrow’ (Project IDs 57970 and 63078 and Outputs 71801, 80393, 80394, 80395, 80396, 83558,
87512, 87513 and 87514) (the project), directly implemented by UNDP Afghanistan for the year
ended 31 December 2013.
The audit was undertaken on behalf of UNDP, Office of Audit and Investigations (OAI).
We have issued audit opinions as summarised in the table below and as detailed in the next section:
Statement of Expenditure

Unqualified

Statement of Fixed Assets

Qualified

Statement of Cash Position

Not applicable

As a result of our audit, we have raised four audit findings totalling $ 393,872 as summarised below:
No.

Description

Priority

1

Lack of supporting documentation

Medium

122,360

2

Expenditure recorded in incorrect accounting period

Medium

-

3

Poor audit trail concerning general ledger journal entries

High

-

4

Fixed assets incorrectly recorded in project Statement of Assets

Mark Henderson
Partner
Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB
18 December 2014

3

Amount
$

Medium

271,512

Total

393,872

Total findings (expenditure)

122,360

Total findings (assets)

271,512
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THE AUDIT ENGAGEMENT
Audit Objectives and Scope
The objective of the financial audit was to express an opinion on the DIM project’s financial
statements which include:


Expressing an opinion on whether the financial expenses incurred by the project between 1
January and 31 December 2013 and the funds utilization as at 31 December 2013 are fairly
presented in accordance with UNDP accounting policies and that the expenses incurred were: (i)
in conformity with the approved project budgets; (ii) for the approved purposes of the project; (iii)
in compliance with the relevant regulations and rules, policies and procedures of UNDP; and (iv)
supported by properly approved vouchers and other supporting documents. The Combined
Delivery Report (CDR) and the accompanying Funds Utilization statement are the mandatory and
official statements upon which the audit opinion should be expressed. Other forms of statement
of expenses that may be prepared by a project office are not accepted.



Expressing an opinion on whether the statement of fixed assets presents fairly the balance of
assets of the UNDP project as at 31 December 2013. This statement must include all assets
available as at 31 December 2013 and not only those purchased in a given period. Where a DIM
project does not have any assets or equipment, it will not be necessary to express such an
opinion.



Expressing an opinion on whether the statement of cash held by the project presents fairly the
cash and bank balance of UNDP project as at 31 December 2013. Disbursements made against
a DIM project are usually financed from the regular country office bank accounts. Exceptionally, a
dedicated bank account may be opened and used solely for the cash transactions of a DIM
project, e.g. if the project is in a remote location. The audit firm is required to express an opinion
on the Statement of Cash only where a dedicated bank account for the DIM project has been
established. In cases where the cash transactions of the audited DIM project are made through
the country office bank accounts, this type of opinion is not required.

The scope of the audit relates only to transactions concluded and recorded against the UNDP DIM
project between 1 January and 31 December 2013. The scope of the audit did not include:


Activities and expenses incurred or undertaken at the level of “responsible parties”, unless the
inclusion of these expenses is specifically required in the request for proposal; and



Expenses processed and approved in locations outside the country such as UNDP Regional
Centres and UNDP Headquarters and where the supporting documentation is not retained at the
level of the UNDP country office.
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AUDIT OPINIONS
Independent Auditor’s Report to UNDP
Enhancing Legal and Electoral Capacity for Tomorrow
Statement of Expenditure
We have audited the accompanying Combined Delivery Reports (CDR) and Funds Utilization
statements totalling $ 45,722,310 (“the statement”) of the UNDP projects 57970 and 63078
‘Enhancing Legal and Electoral Capacity for Tomorrow’ for the period from 1 January to 31 December
2013. CDR expenditure totalling $ 34,208,481, comprised of other UN expenditure of $ 345,390, NIM
audited expenditure of $ 23,557,673 and expenditure not processed or approved by UNDP Country
Office Afghanistan of $ 10,305,418, was not within the scope of our audit.
Management is responsible for the preparation of the statement for the ‘Enhancing Legal and
Electoral Capacity for Tomorrow’ project and for such internal control as management determines is
necessary to enable the preparation of a statement that is free from material misstatement, whether
due to fraud or error.
Our responsibility is to express an opinion on the statement based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the statement is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the statement. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the statement, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the project’s
preparation of the statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the project’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the
presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
Unqualified Opinion
In our opinion, the attached Combined Delivery Report (CDR) and Funds Utilization statement,
presents fairly in all material respects the expenditure of $ 11,513,829 incurred by the UNDP project
‘Enhancing Legal and Electoral Capacity for Tomorrow’ for the period 1 January to 31 December
2013 in accordance with UNDP accounting policies and were (i) in conformity with the approved
budget; (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.
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Independent Auditor’s Report to UNDP
Enhancing Legal and Electoral Capacity for Tomorrow
Statement of Fixed Assets
We have audited the accompanying Statement of Fixed Assets (‘the statement’) of the UNDP project
57970 and 63078 ‘Enhancing Legal and Electoral Capacity for Tomorrow’ as at 31 December 2013.
Management is responsible for the preparation of the statement for ‘Enhancing Legal and Electoral
Capacity for Tomorrow’ and for such internal control as management determines is necessary to
enable the preparation of a statement that is free from material misstatement, whether due to fraud or
error.
Our responsibility is to express an opinion on the statement based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the statement is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the statement. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the statement, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the project’s
preparation of the schedule in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the project’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the
presentation of the statement.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
Basis for Qualified Opinion
We have made a financial finding totalling $ 271,512 as set out in Finding 4 of the Management Letter
section of our report, which represent amounts included in the Statement of Fixed Assets presented
to us for audit which, in our opinion, were either (i) not in conformity with the approved budget; (ii) not
for the approved purposes of the project; (iii) not in compliance with the relevant regulations and
rules, policies and procedures of UNDP; or (iv) not supported by properly approved vouchers and
other supporting documents. This finding represents 2.32% of the total assets amount reported and is
therefore considered material in the context of our audit.
Qualified Opinion
In our opinion, the attached Statement of Fixed Assets, except for the matter described in the Basis
for Qualified Opinion paragraph, presents fairly in all material respects the balance of inventory of $
11,690,643 as at 31 December 2013 in accordance with UNDP accounting policies.
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Independent Auditor’s Report to UNDP
Enhancing Legal and Electoral Capacity for Tomorrow
Statement of Cash Position
We noted that the UNDP project ‘Enhancing Legal and Electoral Capacity for Tomorrow’ did not have
a dedicated bank account for DIM project activities subject to audit and accordingly a Statement of
Cash Position was not produced.
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MANAGEMENT LETTER
The findings related to the audit of the financial statements are discussed in our management letter
below:
Finding n°: 1

Title: Lack of supporting documentation

Observation:
The UNDP project should maintain books and records that are accurate, complete, up to date
and clearly identify all transactions. UNDP is required to maintain original documentation
including bills, invoices, receipts and any other relevant documentation.
However, we noted for the following transactions we were not provided with appropriate third
part supporting documentation in order to corroborate the cost incurred. We have only been
provided with voucher breakdowns and excel breakdowns.
Transaction
Number

Amount
$

Description

00052616

GV cost recovery from ASGP, GEP& UNICA II from GEP and
UNOPS GH from ELECT project for the month of Dec 2013

00052713

GV Cost recovery from ELECT project for the month of Nov 2013

00132505

S) AIR TICKETS – INTERNATIONAL

00049960

Accommodation Cost Recovery for the Month of June 2013 /
UNICAII, UNOCA, UNOPS & UNICEF

1,000

00048468

Accommodation Cost Recovery for the Month of March 2013

2,755

4795410

Cost Recovery of Green Village for the month of Jan 2013

2,945

5319085

Adjust GMS overcharge under Projects

5319085

Adjust GMS overcharge under Projects

250
2,700
360

86,282
26,068
Total

122,360

R
Priority: Medium
Recommendation:
We recommend that the UNDP Country Office ensures that procedures in place to ensure that
adequate supporting documentation is maintained to support all costs recorded in Atlas. Where
there are entries made of an automated nature, the Country Office should be able to fully
support, justify and explain these entries in Atlas.
Management comments:
NOTED


The transaction numbers 00052616, 00052713, 00049960, 00048468 and 4795410
were related to the cost recovery for services managed by the Country Office for
multiple projects. The third party documentation in the form of lease agreements and
invoices have already been provided.



For transaction number 00132505 following documentations in support of the voucher
have been provided: (a) Invoice from UNHAS (UN Humanitarian Assistance Services)UN flight, (b) the Requisition, PO, Travel authorization and passenger movement
request for 22 people.



For transaction numbers 5319085 these are related to GMS adjustments undertaken for
the ELECT-II Project. These adjustments of USD 86K and 26K have resulted due to the
adjustments made to the whole project structure following the revision and expansion of
the project in July 2013 and subsequent alignment in ATLAS in Aug/Sept 2013. The
8
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project went from being a 4 output project to 7 outputs together with the fact that many
of the activities within the existing outputs had to be closed down because of the revised
project structure. This necessitated the movement of expenditures from the abolished
activities to others. As such, in the following quarter theses GMS charges had to be
adjusted accordingly. Supporting documents related to this have been provided and
additional analysis and justification will also be provided.
Auditors’ response:


For the transaction numbers 00052616, 00052713, 00049960, 00048468 and 4795410
the documents provided show the total invoiced from Stratex Hospitality for the month
as well as the lease agreement between Stratex Hospitality and UNDP. We have not
been provided with a breakdown of rental costs by UNDP staff member and how the
cost in our sample selection reconciles to the invoice. On this basis we maintain our
finding.



We were not provided with the supporting documentation within the set deadline. On
this basis we maintain our finding



We note the explanation provided and acknowledge that third party supporting
documentation is not required for these adjustments as they are internal transactions.
We have not, however, been provided with internal evidence which states how the
amounts were calculated and what figures the 7% GMS adjustments were based on.
On this basis we maintain our finding.

9

Financial Audit report of the UNDP DIM project’ Enhancing Legal and Electoral Capacity for Tomorrow’ - 18 December 2014

Finding n°: 2

Title: Expenditure recorded in incorrect accounting period

Observation:
The UNDP Programme and Operations Policies and Procedures (POPP) states that:
‘UNDP follows the accruals basis of accounting under which transactions and other events are
recognized as they occur (and not only when cash or its equivalent is received or paid). The
transactions and events are recorded in the accounting records and recognized in the financial
statements of the periods to which they relate.’
We noted a number of instances where expenditure was recorded in the incorrect period, as follows:
Amount
$

Period expenditure
related to

Transaction
ID

Transaction
Number

Description

Voucher

00121650

INV 23027 SALARY FOR DEC-12

15,175.00

December 2012

Voucher

00123977

S) INTL CONSULTANTS-TECHNICAL

11,943.58

December 2012

Voucher

00121645

INV 23029 SALARY FOR DEC-12

21,970.00

December 2012

Voucher

00121646

INV 23035 SALARY FOR DEC-12

3,667.00

December 2012

Voucher

00121648

INV 23030 SALARY FOR DEC-12

21,970.00

December 2012

Voucher

00121681

S) INV 23028 SALARY FOR DEC-12

18,715.20

December 2012

Voucher

00123061

S) INV 23022 INTL CONSULTANTS

16,203.03

December 2012

Voucher

00123693

INV 23026 PAY FOR DEC-12/ELECT

21,970.00

December 2012

Voucher

00123739

INV 23040 LOCAL CONSULTANTS-T

2,288.55

December 2012

Total

133,902.36

T
Priority: Medium
Recommendation:


To ensure expenditure balances are accurately recorded in the CDR, as well as the Funds
Utilization Balances, IPSAS accounting procedures should be applied in all instances, with
accruals calculated where necessary to record expenditure once it has been incurred.



Invoices should be scrutinised prior to processing, to identify any chances for goods/services
that may relate to future periods. Any such costs should be pro-rated to ensure that
expenditure is reflected as the cost is incurred.



Finally, costs charged to the project should be based on actual expenditure, with any
adjustments required to estimates posted before the CDR is finalised.

Management comments:
Noted. However, it should also be noted that UNDP adopted IPSAS in 2012. UNDP is expected to
be fully IPSAS compliant by 2017. During this transition period the same transactions were not
captured at the year-end accrual exercise.
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Finding n°: 3

Title: Poor audit trail concerning general ledger journal entries

Observation:
The UNDP project should maintain books and records that are accurate, complete, up to date
and clearly identify all transactions. UNDP is required to maintain original documentation
including bills, invoices, receipts and any other relevant documentation.
Upon receipt of the project transaction listing we noted a significant amount of large general
ledger journal entry (GLJE) debit and credit balances. New cost codes were generated during
the year and the reallocation of previous current year project costs to these new codes
necessitated a large number of these GLJE entries.
We received the GLJEs with only the journal vouchers attached, so we requested further
explanatory documentation in the form of a breakdown of the GLJEs. Although we received
sufficient evidence to establish that the GLJEs netted to zero, information was not available to
show the basis for and calculation of each journal.
Priority: High
Recommendation:
We recommend that all GLJE journals are supported with internal working documents including,
if possible, a transaction listing of the items being allocated, to demonstrate the reason for and
the calculation of the GLJE.
Management comments:
Noted for future GLJE transactions. It has been agreed that this pertains to future transactions,
as the ATLAS system does not automatically allow vouchers to be linked to the expenditure
adjustments being undertaken through the GLJE.
As mentioned earlier, most of the GLJEs in question relates to the movement of expenses
based on the decision of the Project Board (Donors) to revise the project document. The project
document for ELECTII was approved in August, 2013, which was in the middle of project
implementation, with addition of 3 new project outputs and reduction in the number of activities
in the old outputs. This meant that activities from 1.5 to 1.10 part of Output 1 were to be closed
with expenditures to be moved to other activities within the same output and also to other
outputs. Similarly activity 2.3 and activity 4.4 was closed, additionally there was changes in the
activities for output 3. The revised Project Document have been provided for ease of reference
(page 11-14).
Auditors’ response:
We note management’s detailed explanation of the reasons for the journals and we understand
that they were necessary to move expenditure to new project output codes which were
introduced during the reporting period. We agree that it was necessary to move the expenditure
in order to report to the donors in line with the project output codes in the project document.
Our recommendation relates to having better documentation of the GLJEs showing a detailed
breakdown for each GLJE of the expenditure items being moved from the old to the new output
codes.
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Finding n°: 4

Title: Fixed assets incorrectly recorded in project Statement of Assets

Observation:
The Property, Plant and Equipment (PPE) Physical Verification Report is used to inform the project
managers about the status of their capital and non-capital assets in accordance with the asset
management guidelines after the physical count of and reconciliation of the assets with detailed
expenditure reports from Atlas.
We reviewed the project’s PPE physical verification report as at 31 December 2013 which was
provided to us as the Statement of Assets for the project. However, on verification of the two assets
below, we noted that the assets were not used by the ELECT project during 2013 and as such
should not be recorded as ELECT project assets.
Description

Amount
$

Comments

PMU-011099/Plate-915

Toyota Armoured Vehicle - B6

137,003

Note 1

PMU-011184/Plate-786

Toyota Armoured Vehicle - B6

134,509

Note 2

Transaction Number

Total
T
Note 1
Note 2

271,512

Log book showed that asset was used on the ASGP project during 2013
Log book showed that asset was used on the NSGP project in 2012, 2013 & 2014

Priority: Medium
Recommendation:


The assets above should be transferred to the correct project.



Future physical counts carried out by the project team should include ensuring that project
assets are indeed utilised on project activities. Where assets are in fact being used on other
projects, the asset should be transferred to that project and recorded there.

Management comments:
Noted. It should be also noted that ELECT Project physically transferred to other projects, Vehicle
UN-786 was handed over to NSGP on 19 October 2010 and Vehicle # UN-915 was handed over to
ASGP on 11 July 2011, supporting documents attached. The recovery of the associated cost/value
of these assets was initiated 2012 and early 2013, the actual cost recovery from these project is on
final stage to be processed by GSSC (Global Shared Services Centre). That is Transfer In and
Transfer Out forms for these assets is completed and submitted to GSSC.
Auditors’ response:
The explanation provided in the management comments is noted but the basis for the finding
remains.

Mark Henderson
Partner
Moore Stephens LLP
150 Aldersgate Street
London EC1A 4AB
18 December 2014
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Annexes
Annex 1:

Combined Delivery Report - Project 63078
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Annex 2:

Combined Delivery Report - Project 57970
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Annex 3:

Statement of Assets
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Annex 4:

Audit finding priority ratings

The following categories of priorities are used:
High
(Critical)

Action is considered imperative to ensure that UNDP is not exposed to high risks.
Failure to take action could result in major consequences and issues.

Medium
(Important)

Action is considered necessary to avoid exposure to significant risks. Failure to take
action could result in significant consequences.

Low

Action is considered desirable and should result in enhanced control or better value for
money. Low priority recommendations, if any, are dealt with by the Auditors directly with
the Office management, during the exit meeting and through a separate memo
subsequent to the fieldwork. Therefore, low priority recommendations are not
included in the audit report.
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