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32 CONTROLS OVER MEMBERSHIP FEE:

OBSERVATION

Membership fee represent amount received from member NGOs @ 0.1% of last year
expenditure subject o minimum of USD 250 and maximim limit of USD 5,000,

During the course of our audit we observed that membership income received from
members . 0.1% of ast year expenditures cannot be confirmed because of the fact that
7o audited accounts has been submitted by the members.

IMPLICATION

As a result there is reduced control over the accuracy of membership fee income.
Furthermore, there is less assurance that membership fee income i accurate, complete
and current.

RECOMMENDATION

‘Westrongly recommend that management should request member NGOs 1o submit their
‘annual audited accounts and fee income should.be calculated based on expenditures
reported in audited accounts,

MANAGEMENT RESPONSE

Thank you for your secommendation. We catiot oblige our members to provide anmual
‘mudi reports but we certainly always request themn to do so each year, We believe that
they pay their fees according to their previous annual budget in good faith, ACBAR will
also request members in the Annual General Assembly to comply with this rquest.

Rl B & o Chanrd Ao
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33 FIXED ASSET/INVENTORY LIST NOT UPDATED:
OBSERVATION

During the course of our audit we noted that ACBAR did not updated the
imventory /assets lit, and the assets mentioned in the invenlory list cannot be traced for
the physical inspection, and inventory also do not have the tag numbers.

IMPLICATION

Tt may, therefore, be difficult and time consuming to ascertain those fixed assets i its
position, condition, cost and value, specificall in case of resale, which relates (o the
company.

RECOMMENDATION
We suggest that proper controls over fixed assets should be implemented to ensure that
all assels are properly recorded in fixed asset register and tagged and also ensure its
physical veriication through cross check with fixed asset register lit. It also gives

‘management assurance thal assets are still i the place of record, that they haverit been
moved, disposed of o stolen, and that they are stilln working condition.

MANAGEMENT RESPONSE

We accept this recommendation and wil follow this up.

Ruf Bt & o harterd At
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34 PROPER PROCUREMENT CYCLE NOT FOLLOWED:
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OBSERVATION
"During the course of our audit we observed that in some instances proper procurement
eycle not followed and specificaly in acquiring services of consultants, some instances are:
given below:
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IMPLICATION

In the absence of procurement cycle, management will ot be able to ensure that

procurement done economically and whether organizational policy complied for desired
‘quantity, quality, specifcations and cost.
RECOMMENDATION

We recommend that ACBAR should comply with its poliies and procedures to ensure
fair competiton in procurement process

MANAGEMENT RESPONSE

Wean

pt this recommendatian and we will reinforce our purchase requisition system.
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35INVENTORY COUNT NOT PERFORMED:
OBSERVATION

During the course of our audit we noted that ACBAR do ot perform inventory count and
do not maintained inventory count report

IMPLICATION
Lack of physical inventory count and maintenance of physical count report shows week
internal control and become difficult o ascertain the location, condition, and existence of
the inventory relates to the company.

RECOMMENDATION
We suggest that proper conirols over inventory assets should be implemented to ensure
that all assets are properly recorded, Further antal physical count of inventory should
be done and reported accordingly.

MANAGEMENT RESPONSE

We accept this recommendation
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36 PERSONNEL RECORDS NOT UPDATED:

OBSERVATION

We noted that personnel records are not regularly updated or maintained adequately.
Specifically,the following deficiencies were found in employee’s personal files,
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“This represents weak control over the processing of personal files and records. The lack of
required information, correct record or completeness of required information may impair the
decision making of the management acting wpon such information.or acting in the absence of
arequired information or document,

RECOMMENDATION

Management should develop a compliance checklist to ensure that personnel records are
routinely updated and detailed. All subsequent amendments to the terms of employment,

probationary and annual appraisals, specificaly for resignations, should be notified in
writing and files must be maintained according to proper index in a sequence. Proper exit
form should also be maintained for outgoing employees for the recovery of organizations
assets

MANAGEMENT RESPONSE

The recommendation i accepted and ACBAR wil ollow up.
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MANAGEMENT LETTER

AGENCY COORDINATING BODY FOR
AFGHAN RELIEF & DEVELOPMENT (ACBAR)

For the Year Ended December 31, 2016

\

Submitted By: loacing edge allance
Rafagat Babar & Co Mesberfirm of
Chartered Accountants ‘The Leading Edge Alliance

House # 4, Near Ayena Television Street,
Shirpur, Kabul, Afghanistan.

‘Contact: (93) 700-081878

Email: kabul@irafagatbshar com
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February 20, 2017

Country Director,
Ageney Coordinating Body for Afghan Reliet & Development (ACBAR),
Kabul, Afghanistan.

Dear Sir,

Audit of the Financial Statements for the year ended December 31, 2016

e have completed the audit of financial statements of Agency Coordinating Body for
Afghan Reliel & Development (hereinafter referred to as ACBAR) for the year ended
December 31, 2016. The scope of our audit was limited to the extent necessaty for us 1o
xpress ur opinion on th fnancialsatements of the ACBAR. It i worth mentioning here
that due to the inherent limitations of an audit, together with the inherent imitations of
internal control, there is an unavoidable risk that some material misstatements may ot
be detected. As part of our audit, we have also performed a review and svaluation of
internal controls and operational procedures. As such on conclusion of the audit,we came.
across certain matters, which athough not material enough for reporting in the sudit
Feport are nevertheless important 1o be hrought to your attention

This management letter summarizes the significant issues with regard to the financial
reporting and disclosure process and conclusions together with our comments on relevant
issues faund during the course of our audit

Ve wish to place on secord our appreciation for the co-operation and courtesy extended
10 us by your management and staf during the course of the audit

Regards,

Shuja Ul Mulk, FCA
Partner Audit and Advisory
Rafagat Babar & Co.
Chartered Accountants
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Rafagat Babar & Co(Chartered. Accountants) was appointed to audit the financial
statements of Agency Coordinating Body for Afghan Relief & Development for the year
ended December 31, 2016, The financial statements comprise of statement of financial
position, statement of comprehensive income, statement of cash flows and statement of
changes in unrestricted fund together with the related notes forming part thereot.

We conducted our audit in accordance with International Standards on Auditing (ISAs)
‘Those standards requie that we comply with ethical requirements and plan and perform
the audit to obtain reascable assurance about whether the financil statements are free
from material misstatement, whether due to fraud or error. Our audit included
performing procedures, o test basis, (0 oblain audit evidence about the amounts and
disclosures in the financial statements. 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 overall presentation of the
financial statements.

An audit also includes obtaining an understanding of internal controls sufficient to plan
the audit and 1o determine the nature, timing, and extent of audit procedures to be
performed. An audit i not designed to provide assurance on, or to identity significant
deficiencies in,intemnal controls. However, we are responsibie for communicating to those
charged with governance, any sigrificant deficiencies or material weaknesses n internal
cantrols over financial reporting that come to our attention during the course of our
engagement.

‘When conducting an audit on a test basis, 15As requires the auditor o obiain reasanable,
bt not absolute, assurance that the financial statements are free of material misstatemen,
whether due 10 raud ar error. Due to the inherent limitations of an aud, together with
the inherent limitations of internal controls, there is an unavoidable risk that some
‘material misstatements may not be detected, even though the audit i properly planned
and performed in accordance with ISAs. An audit is not & guarantee of the accuracy of
financial statements, Further, an auit s not a special engagement designed to detect
errors or fraud that is immateral o the financial statements.
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31 NO INTERNAL AUDIT FUNCTION:
OBSERVATION

‘There i no intemnal audit function that could evaluate and improve the effectiveness of
risk managemen, control, and governance processes

IMPLICATION

Lack of internal audit function may impair the ability of the management in ensuring
‘compliance with policies and procedures, eviewing the efectiveness of internal controls
and adopting a risk management srategy.

RECOMMENDATION

‘The establishment of aninternal audit function should be considered by the management.
‘This function should preferably be reportable to the governing body and should have a
clear scope of work which will ensure that:

v

Policies and guidelines of donors are srictl adhered o

 Internal controlsembedded inthe system are constantly reviewed for thir suffciency,
relevance and appropriateness.

Financial reports generated are reliable.

‘The entit’s risk management process is effctive under the circumstances

vy

MANAGEMENT RESPONSE

‘This point has been noted in previous audits, we think a small organization such as
ACBAR cannot afford to have additional saff for an internal auditing, We are rovising
‘some of our internal policies 5o that they are clear and transparent and the ACBAR deputy
director will Rave responsibilit o control operational and financial practices.

Rt





