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1. Executive Summary
1.1

Background

From 21 October 2017 to 03 November 2017 the Internal Audit and Investigations
Group (IAIG) of the United Nations Office for Project Services (UNOPS) through
KPMG Taseer Hadi & Co. Pakistan (“audit firm”) conducted an audit of “Enhancing
Energy Security in Afghanistan through Renewable Energy Solution” (“the Project”)
until 30 September 2017 (Project ID 11994-006), which is implemented and managed
by the UNOPS Operational Hub in Afghanistan (AFOH). The audit firm was under
the general supervision by IAIG.
The Project reported an expenditure for the interim period from 01 April 2016 to 30
September 2017 amounting to USD 4,639,380.82. The funds for the project were
made available by the Government of Japan.
1.2

Audit scope and objectives
The audit firm conducted a financial audit to express an opinion on whether the
financial statement presents fairly, in all material aspects, the results of the Project’s
operations. The audit covered the review of the Project’s Interim Financial Report
which includes income and expenditure for the period including project advances and
commitments resulting in a fund balance as on 30 September 2017. It also reviewed
the relevant systems, procedures and practices in place as they relate to the Project, in
the areas of: project management, finance, human resources, procurement, supply
chain, general administration, and ICT system as part of the audit of financial report.
Audit focused on audit of financial statement of the Project. The audit also included
in its scope the following aspects of the project:
•
•
•
•
•
•
•
•

Assess the key operational processes and management practices relating to
program/project management portfolio and other related services provided;
Review selected procurement cases to check compliance with established rules;
Assess the adequacy of the financial operations and controls (including
administrative budget management) and of the personnel administrative functions
(recruitment, performance appraisal and training);
Compliance of system of contracts for procurement of works, goods and services;
Cash management;
Asset/property management;
Staffing and management of human resources;
Review any other issues that may emerge during the audit, including specific
issues which UNOPS contemplates could be considered as part of the audit.

In order to address the above, we performed audit procedures as agreed in the
approved audit program.
The audit reviewed the transactions for period of 01 April 2016 to 30 September 2017.
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2

Audit Objectives, Scope and Operational Overview

2.1

Audit Objectives and Scope
The audit of the Project was carried out during October - November 2017, with the
field audit carried out from 21 October to 03 November 2017 at the UNOPS – AFOH
office in Kabul, Afghanistan.
The overall objectives and scope of the audit are shown below.
2.1.1

Audit Objectives

The purpose of the audit was to express opinions on the:


Project’s financial statement for the period from 01 April 2017 to 30
September 2017 in accordance with the International Standards on
Auditing.

The audit also included a review of specific internal control/compliance areas
of the Project.
2.1.2

Audit scope

During the audit, relevant samples of documents and transactions for the
period covered by the audit were reviewed. Discussions were held with
UNOPS staff and personnel at headquarters throughout the audit.
2.2

Standards

The audit has been conducted as per the International Standards on Auditing (ISAs)
issued by the International Auditing and Assurance Standards Board (IAASB). The
audit firm performed the audit under the general supervision of IAIG.
2.3

Operational Overview
The Ministry of Energy and Water (MEW), Government of Islamic Republic of
Afghanistan and the Government of Japan agreed to implement the Project as part of
assisting the Government of Afghanistan to overcome the energy crisis in the
country. The Government of Japan contracted UNOPS AFOH to implement the
Project in consultation with the Ministry of Energy and Water (MEW) and provincial
stakeholders. A Memorandum of Agreement (MOA) was signed between UNOPS
and the Government of Japan in February 2016 to implement the project in the
provinces of Herat and Kabul, Afghanistan.

The Project consists of two major components as below:
•
•

Installation of hybrid (solar/wind) power plant in Herat province
of Afghanistan.
Feasibility study of Macroyan Waste Water Treatment Plant
expansion and Rehabilitation located in Kabul, Afghanistan so as
to enter extract biogas.
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3. Detailed Assessment
3.1 Project Management
The details of the audit findings are given below:
Observation No: A-1
Audit area: Project Management
Issue Title: The Hybrid Power Plant and Enhancement of Macroyan Waster Water
Plant were not handed over to the Ministry of Energy and Power Afghanistan after the
completion.

Criteria
The Hybrid Power Plant constructed at Herat province, and the enhancement made to the
Macroyan Waste Water Plant at Kabul province of Afghanistan were required to be handed
over to the Ministry of Energy and Water after the completion of works as per clause 9 of the
agreement made with the Ministry of Energy and Water.
Condition
We have observed that the Hybrid Power Plant constructed at Herat province and
enhancement made to the Macroyan Waste Water Plant at Kabul province of Afghanistan are
not handed over to the Ministry of Energy and Water after the completion of works as per
clause 9 of the agreement made with the Ministry of Energy and Water.
Causes
Compliance & Guidance: This indicates failure to comply with the terms of the
agreement made with the Ministry of Energy and Water.
Impact or risk
The Ministry of Energy and Water Afghanistan may raise concerns upon the performance
of UNOPS in delivering the project on a timely basis.
Priority
Medium
Recommendation
Management should ensure timely hand over of the Hybrid Power Plant Herat and
enhancement made to the Macroyan Waste Water Plant to the Ministry of Energy and Power
Afghanistan.
Management comments
The Macroyan Waste Water Plant feasibility study has been handed over to the government
counter-part. The Hybrid Power plant is pending due to some defects, UNOPS has deployed a
team. Working jointly with Contractor to resolve the issue and rectify the defects. Once it is
completed the power plant will be handed over to the government in due course.
UNOPS Afghanistan Operational Hub (AFOH)
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ANNEX 1
Definitions of Standard Audit Ratings, Priorities, Causes and Functional Areas for
Management Report
The following standard audit ratings have been defined so that management can place in
context the opinions given in internal audit reports.
A. Standard Audit Ratings for overall performance of internal control system
Effective 1 January 2017, the internal audit services of UNDP, UNFPA, UNICEF, UNOPS
and WFP adopted harmonized audit rating definitions, as described below. IAIG assesses the
entity under review as a whole as well as the specific audit areas within the audited entity:
There are four categories: (a) satisfactory (effective), (b) partially satisfactory (some
improvement needed), partially satisfactory (major improvement needed) and (c)
unsatisfactory (ineffective).
The elements of the rating system will take into account the audited office’s internal control
system, risk management practices, and their impact on the achievement of office objectives.
The definitions of the ratings are, as follows:
Standard Rating

Definition

Satisfactory

(Effective): The assessed governance arrangements, risk management
practices and controls were adequately established and functioning
well. Issues identified by the audit, if any, are unlikely to affect the
achievement of the objectives of the audited entity/area.

Partially Satisfactory

(Some improvement needed): The assessed governance arrangements,
risk management practices and controls were generally established and
functioning, but need some improvement. Issues identified by the audit
do not significantly affect the achievement of the objectives of the
audited entity/area.

Partially Satisfactory

(Major improvement needed): The assessed governance arrangements,
risk management practices and controls were generally established and
functioning, but need some improvement. Issues identified by the audit
do not significantly affect the achievement of the objectives of the
audited entity/area.

Unsatisfactory

(Ineffective): The assessed governance arrangements, risk
management practices and controls were either not adequately
established or not functioning well. Issues identified by the audit could
seriously compromise the achievement of the objectives of the audited
entity.

B. Rating for priorities of audit recommendations
The audit recommendations are categorized according to priority, as a further guide to
management in addressing the issues in a timely manner.
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The following categories of priorities are used:
Rating Definition
High

Prompt action is required to ensure that UNOPS is not exposed to high
risks. Failure to take action could result in major negative
consequences for UNOPS.

Medium

Action is required to ensure that UNOPS is not exposed to risks.
Failure to take action could result in negative consequences for
UNOPS.

Low

Action is desirable and should result in enhanced control or better
value for money. Low priority recommendations, if any, are dealt with
by the audit team directly with the Office management, either during
the exit meeting or through a separate memo subsequent to the
fieldwork. Therefore, low priority recommendations are not included
in this report.
Note: Low priority recommendations, if any, will be dealt with by the
audit team directly with the management of the entity under review,
either during the exit meeting or through a separate memo subsequent
to the fieldwork. Therefore, low priority recommendations are not
included in the report.

The following categories of possible causes are used:
Categories of possible causes
Compliance

Failure to comply with prescribed UNOPS regulations, rules and
procedures.

Guidelines

Absence of written procedures to guide staff in the performance of
their functions.

Guidance

Inadequate or lack of supervision by supervisors.

Human error

Mistakes committed by staff entrusted to perform assigned functions

Resources

Lack of or inadequate resources (funds, skills, staff, etc.) to carry out
an activity or function

Intentional

Intentional overriding of internal controls.

Others

Factors beyond the control of UNOPS.

The following categories of functional areas are used:
Categories of functional areas







Project Management;
Finance;
Human Resources;
Procurement and Supply Chain;
General Administration (which includes Asset Management); and
Information and Communication Technology.
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