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1. In accordance with paragraph 10 of General Assenbly resolution 47/211 of
23 Decenber 1992, the following is a report on neasures taken or to be taken
by UNHCR i n response to the Reconmendati ons of the Board of Auditors, as
contained in the main part of this docunent. Unless indicated otherw se, al
references in the text relate to this docunent.

Audit certificates
1. RECOMVENDATI ON 10( a)

2. The accounts of the inplenenting partners relating to UNHCR funds shoul d
be regularly audited by independent audit authorities. Further, the UNHCR
Admi ni stration should obtain audit certificates provided by themto verify
the correctness and propriety of the expenditures incurred by the

i mpl enenting partners.

Measures Taken by the Adninistration

UNHCR have devel oped a revised Audit Certification requirenment which is being
presented to the Standing Committee (see EC 46/ SC/ CRP. 45). The new approach
wi Il categorize inplenenting partners by type, and will focus on those where
ri sk and exposure are highest. The audit enphasis will nove fromthe previous
post facto checking to preventive action. Inplenentation will take place in

t he period 1996/ 97.

Programme budgeti ng and budgetary contro
I11. RECOVVENDATI ON 10(b)

3. The reasons for variations between the initial and revised budgets and
the actual expenditures in respect of programme conponents in the budgets
shoul d be anal yzed and the findings and recommendati ons subnitted to the
Executive Conmittee every year

Measures taken by the Adninistration

UNHCR nai ntai ns that an anal ysis of significant variations between initia
and revi sed operational and adm ni strative budgets is included in the
Overvi ew of the Executive Conmittee docunent presented to the Executive
Conmittee in Qctober of the revised budget year. A simlar analysis of the
actual expenditure and revised estimtes may be found in the Executive

Conmi ttee docunment of the following year. The analysis is done by source of
funds and by type of assistance for operational projects in a given
geographi cal region. A nore conprehensive anal ysis appears in the individua
country/area chapters presented to successive Standi ng Conmittee neetings
during whi ch concerned nanagers are avail able to answer rel evant questi ons.
It should be noted that the variance analysis for administrative budgets
conbi nes all sources of funds, and both Programme Delivery (PD) and

Admi ni strative Support (AS) costs, in view of the fact that office prem ses
and operating costs are often financed from several sources of funds and are
for both PD and AS staff.

' V. RECOMVENDATI ON 10(c)
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4, I nputs for budget estimation should be worked out nore reliably in
concert with field offices. For this purpose, the database of casel oads
(nunber of beneficiaries) and other required i nputs should be updated
periodically.

Measures taken by the Adninistration

UNHCR agrees with the observation and continues to inplenent neasures ained
at inproving beneficiary registration procedures and systens. Furthernore,
UNHCR s change managenent project, Project Del phi, nmade a nunber of
recomendati ons on the issue of budgetary paraneters, including the need to
establish benchnmark cost data to assist managers in the costing of

obj ectives. These reconmendations will be inplenmented within the Project
Del phi franmewor k

V. RECOMVENDATI ON 10( d)

5. A factor for inflation multipliers and exchange rate variations should be
included in respect of the field office budgets of major expenditure centres.
The net hod of conputing the vacancy factor al so needs refinenent.

Measures taken by the Adninistration

In view of the politico-econonm c environment in which well over half the 1995
expenditure was incurred, it is still considered that the additiona
resources, both human and financial, which would be required to anal yse and
forecast the inflation and exchange rate variation factors with any degree of
reliability would be costly to UNHCR, the degree of reliability woul d nost
probably not be reached, and the added val ue to UNHCR woul d npost probably be
mnimal. It should al so be noted that UNHCR applies United Nations budgeting
gui del i nes and procedures which recomnmend that, when market conditions make
it inmpossible for organizations to predict the evolution of exchange rates,

t hese should be set at the nost recently known United Nations rates at the
time of budget formulation and approval. Field Ofices may, of course,
request a revision to their budgets at any tine of the year should
operational requirements or any of the primary paranmeters used in the

cal cul ati on of budgets have significantly changed. |If justified, such
requests are accomvodat ed, subject to the availability of funds. Regarding
vacancy rates, and as noted in paragraph 63 of the Board' s report, UNHCR has
agreed in principle to the Board' s suggestion to refine the nethod of
conput at i on.

VI . RECOMVENDATI ON 10(e)
6. Fi nanci al Managenent |nfornmation System (FM S) should be nodified to

provide for common staff costs percentages separately for general service and
pr of essi onal staff.
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Measures taken by the Adninistration

As noted by the Board, UNHCR uses the United Nations objects of expenditure
and 15-digit account code structure to record administrative transactions.
The use of this account structure for administrative costs does not enabl e
the separate tracking of common staff costs between Professional and Cenera
Service staff and only allows for the tracking of expenditure by fund, year
programe, transaction type (object of expenditure) and | ocation. A change
in account code structure (and a parallel nodification of the FMS systen
woul d be required to address the Board' s reconmendation. This issue, as well
as that of the updating of budget system (ABPS) master files, will obviously
be examined in the context of Project Delphi, UNHCR s change nanagenent
project and rel evant inprovenents will be inplenented.

Pr ogr anme nmanagenent
VI1. RECOVMVENDATI ON 10(f)

7. The i nmpact of uneven funds availability on project formnulation and
i mpl ement ati on should be reviewed. The inputs for progranme planning should
be assessed nore reliably.

Measures taken by the Adninistration

UNHCR nai ntains that the nature of Special Programmes funding, particularly
for those programes that do not attract sufficient donor response, wll

often result in UNHCR not being able to neet all the identified needs. UNHCR
does not, however, wish to inpair proper needs assessment by inposing
budgetary ceilings on the programre fornul ation process; a prioritization of
identified needs is the preferred nethod.

VI11. RECOVVENDATI ON 10(g)

8. Appropriate criteria should be established for selection of beneficiaries
for projects, after obtaining adequate data and information. The process of
beneficiary sel ection should be docunented to enabl e subsequent eval uation of
achi evenent s.

Measures taken by the Adninistration

UNHCR agrees with the Board’s reconmendation and will continue efforts to
i mprove the rel ated nechani sns and procedures.

I X.  RECOMVENDATI ON 10( h)

9. The instructions issued to the field offices regarding preparation of
work plans on a selective basis should be reviewed. The Adnministration
shoul d al so review the format of the work plan provided in the UNHCR Manua
to make it nore progranme specific and an effective managenent tool.
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Measures taken by the Adninistration

In 1994, UNHCR suggested that Field Ofices establish work plans for projects
whi ch they oversee, but stated that the submni ssion of these was optional. In
response to the Board of Auditors conments in 1995, subm ssion of such plans
was reintroduced as a nmandatory conponent of project subnissions. Conpliance
was i nadequate for a nunber of valid reasons. Wrk plans did not serve the

i nt ended purpose and UNHCR therefore reviewed this issue and revised its
policy. On the basis that such plans are not always appropriate or hel pfu

in the sort of large nulti-sectoral progranmes whi ch UNHCR manages, UNHCR
intends to insist on their subm ssion only for operations where such a
procedure woul d serve as a neani ngful and effective nanagenent tool. The
intention is thus to |l eave to the project nanager the decision as to whether
or not the preparation of such plans is applicable to the concerned
operation.

However, the new Qperations Managenent System proposed under UNHCR s change
management project, Project Delphi, will both sharpen the focus of the
country operations plans and set themwi thin the framework of integrated
obj ectives for the wi der operation(s) to which they contribute.

X. RECOMVENDATI ON 10(i )

10. Precise and well-defined performance indicators should be included in the
sub- proj ect agreenents.

Measures taken by the Adninistration

One of the main reconendations of the Change Managenent Group on the issue
of project planning and nonitoring states that nore accurate nonitoring of

obj ectives agai nst pre-set indicators should be undertaken to assess what has
actual ly been inplenmented and whet her achi evenents are in line with the

origi nal progranme objectives and design. Hence, on the basis of an inproved
obj ective-setting process, pre-set and standard indicators and sel f-generated
nmonitoring tools will be developed to allow for nore accurate nonitoring of
obj ectives. Furthermore, a collaborative effort throughout the organization
wi Il be undertaken to devel op a set of neaningful indicators to nonitor
different types of projects or objectives and to devise a user-friendly
format for recording which provides substantial and useful information.

XI.  RECOMVENDATI ON 10(j)

11. Progranme deliveries should be designed and provided in accordance with a
pre-determned time-schedule to suit the needs of beneficiaries.

Measures taken by the Adninistration

UNHCR agrees that tinely deliveries are a critical elenment in assistance
programes. During 1996 there has been a major exani nation of the supply
chai n managenent process, and a nunber of inprovenents are planned during the
course of 1997.
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XI'I.  RECOMVENDATI ON 10(k)

12. The capabilities of inplementing partners to inplenent major projects
shoul d be assessed in nore detail. The deficiencies noticed in the

i mpl ementation of a project by an inplenmenting partner in Tanzania, should be
i nvestigated for taking appropriate renedi al nmeasures, including recoveries
of overpaynents.

Measures taken by the Adninistration

As part of the ongoing effort to inprove inplenenting partner accounting,
delivery and performance, UNHCR is focusing on prequalification and previous
performance in the selection of inplenmenting partners. The inplenenting
partners in the United Republic of Tanzania were subjected to an Interna
Audit mission in August/Septenber 1996 and the results will enable corrective
action to be taken.

X1, RECOMVENDATI ON 10(1)

13. UNHCR shoul d ensure that PMRs are received on tine and used for project
noni tori ng purposes by all progranme managers. |nplenenting agencies should
be advised to submit sub-project nonitoring reports (SPMRs) regularly and
with conplete details.

Measures taken by the Adninistration

Again, as part of UNHCR s efforts to inprove the nonitoring and control of

i mpl enenting partners, progranme managers are bei ng advised of their
responsibilities to ensure that partners conply with all the ternms of the
sub- agreenent, particularly with respect to reporting, and that reports are
exam ned, acted upon and subnitted to Headquarters on a tinmely basis. New
project nonitoring software at Headquarters is being used to foll ow up on
overdue reports.

XI'V.  RECOMVENDATI ON 10(m)

14. Appropriate procedures should be established by field offices to eval uate
programme achi evenents and out puts. The findings of such eval uati ons shal
be utilized in programre planning and inpl ementation

Measures taken by the Adninistration

In the course of UNHCR s change nanagenent project, Project Delphi, it was
recogni zed that there was a need to establish a system which builds

eval uation, particularly self-evaluation, into an operation and links it
clearly to achieving objectives. An initial Project Del phi report recomended
that self-evaluation mechani sms be instituted requiring individuals and units
to determ ne actual performance neasured agai nst objectives. Headquarters
woul d provi de general guidelines, ensuring organizational uniformty, while
units woul d generate additional specific, relevant elenments for self-
assessnent. Further work on this issue will be undertaken within the
framewor k of Project Del phi, UNHCR s change managenent project.
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Pr ocur enment
XVl .  RECOMVENDATI ON 10( n)

15. Field offices should be required to send receiving reports, giving
conplete details, within a set period, in respect of goods ordered on their
behal f by the UNHCR headquarters. Pronpt foll ow up action should be taken in
all cases to call for outstanding reports, analyze themon receipt and file

i nsurance cl ai nrs where goods have been short-delivered or delivered in
danmaged condition.

Measures taken by the Adninistration

Action has been taken to call for outstanding reports. The UNHCR centra
procurenent section is actively engaged in the foll ow up process to ensure
that reports are verified and reconciled and that necessary action is taken
on short or damaged deliveri es.

UNHCR has started a Supply I nformati on Managenent System project (SIMS) to
i mprove the supply chain. This will be inplenented in phases and one of the
nore i nmmedi ate changes will be the introduction of new procedures for
tracking delivery through the whole chain including the return of the
receiving report.

XVl .  RECOMVENDATI ON 10( 0)

16. Annual procurenent plans should be obtained fromall field offices and
procurenent planning shoul d be strengthened further to ensure econony and
efficiency in procurenment planning.

Measures taken by the Adninistration

The 1996 purchasing plan exercise resulted in the highest ever nunber of

pl ans subrmitted to Headquarters by Field Ofices. The 1997 exercise requires
Field Ofices to report all procurenent anticipated in the course of 1997

i ncluding that of inplenenting partners. It is anticipated that the
conprehensive picture that energes will provide the necessary data to enabl e
Headquarters to evaluate the need for franme agreenents and/or other
arrangenents in order to reduce costs and inprove delivery to project sites.

XVIl. RECOMVENDATI ON 10(p)
17. UNHCR field offices should be instructed to review the procurenent

procedures adopted by inplenmenting partners to ensure that they adhere to
conpetitive bidding procedures.
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Measures taken by the Adninistration

A new unit within the Supply and Transport Section at Headquarters has
provided a focus for training activities specifically targeti ng UNHCR and
i mpl ementing partner staff in the field in the areas of procurenent and

| ogi stics. Furthernore, a section on procurenent is included in UNHCR s
progranme managenent handbook for inplenmenting partners.

XVI 1. RECOMMVENDATI ON 10(q)

18. The procedures for need assessnent and requisitioning for bulk itens
shoul d be reviewed in light of the unplanned procurenment of Lysol for a field
of fice which resulted in wasteful expenditure of $3.04 mllion

Measures taken by the Adninistration

Wil e these procedures are being reviewed within the framework of the Supply
I nformati on Managenent System project (SIMS), UNHCR nmintains that the events
related to this particular bul k procurement were largely beyond its control
given the circunstances prevailing in the former Yugoslavia at that tine.

Human resources nmanagenent
Xl X.  RECOVIVENDATI ON 10(r)

19. Additional training programes should be conducted in subjects closely
related to the operational requirenents of UNHCR  Action should al so be
taken to obtain a commitnent fromthe sponsoring agencies that the trained
personnel would work for an appropriate period of tine in the areas in which
they were trained.

Measures taken by the Adninistration

The training programe for inplenmenting partner staff is ongoing and is an
integral part of UNHCR efforts to inprove the performance of inplenenting
partners. A new inplenenting partner handbook has been published to

conpl emrent the effort.

UNHCR wi Il do all that it can to ensure in advance that inplenenting partner
staff attending courses will remain in place after the training. Seeking such
a conmtment and ensuring that it is honoured is difficult.

Integrated Managenent Information System (IMS

XX, RECOMVENDATI ON 10(r)
20. UNHCR shoul d establish a strategy for devel oping and updating its
information system (1S) conpatible with the organization's corporate

obj ectives. The strategy should include the steps required to custonize IMS
to meet the specific requirenments of UNHCR and priorities for inplenentation
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Measures taken by the Adninistration

UNHCR i nformati on systens devel opment has al ways been undertaken within the
overal | framework of organi zational objectives and user requirenments. As part
of the UNHCR change nanagenent project, Project Delphi, a high level IT
Strategy has now been prepared which deals with the conputing requiremnments
arising fromProject Delphi and rel ated devel opnents. Followi ng this UNHCR
wi I | undertake an anal ysis of the gap between the IMS Financial Mdul e and
UNHCR requirenents. After this stage, inplenmentation priorities can be

pl anned.

Fi nanci al statenents
XXI'. RECOMVENDATI ON 10(s)
21. The Accounting policies and notes to the accounts shoul d be provided in

the financial statenents distinctly and clearly with cross-references to
i ndi vi dual statenents.

Measures taken by the Adninistration

This will be done with the next financial statenments, i.e. for the year 1996



