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Chapter |

Report of the Board of Auditors

Summary

The Board of Auditors has audited the operations of the voluntary funds administered
by the United Nations High Commissioner for Refugees at the headquarters of the Office
of the United Nations High Commissioner for Refugees at Geneva and at its branch offices
in Austria, China, Croatia, Djibouti, France, Germany, Greece, the Islamic Republic of
Iran, Italy, Lebanon, Saudi Arabia, Somalia, the Syrian Arab Republic, Turkey and
Venezuela for the period from 1 January to 31 Decenit®28. The Board also validated
the financial statements of the voluntary funds administered by the High Commissioner.

The Board’s main findings are as follows:

(a) The financial statements and schedules of the voluntary funds generally conform
to the United Nations accounting standards, except for recognition of income for trust
funds and disclosure of liabilities for end-of-service benefits;

(b) Ofthe $346.4 iiflion advanced to the implementing partners durir#p8 and
recorded as expenditure, financial reports had not been receiv8&8208 nillion as at
31 March 1999. In adton, audit certificates had not been received in respect of
$97.0 nillion in funds advanced to government partners $284.5 nillion in funds
advanced to other implementing partners. For 1997, however, audit certificates had been
received to cover expenditures $293 nillion (70 per cent) out of th&421 million
advanced;

(c) The projects reviewed at headquarters and in the field did not contain work
plans or milestones for project implementation;

(d) Out of 2,565 projects implemented during the years 1994 to 1997,
2,123 projects (83 per cent) had not been closed as at November 1998;

(e) Although action in many of the key areas of Project Delphi was scheduled to
have been completed by October 1997, the activity was either at the draft stage or was
yet to commence as at April 1999.

The main recommendations are that the Administration should:

(a) Treat advances to implementing partners as accounts receivable at the time
the advances are made and clear the advances to expenditure on receipt of satisfactory
financial reports, and also persevere in its efforts to clear the outstanding balances of cash
advances expeditiously, in particular the balances relating to earlier years;

(b) Assess the reasons for non-compliance by respective governmental and non-
governmental implementing partners with the requirement to render audit certificates
as prescribed in the sub-agreements and draw up a strategy, in consultation with the Board
of Auditors, for securing sufficient audit certificates, based on the materiality and
perceived level of risk of individual projects, in order to provide adequate evidence in
support of expenditure reported by implementing partners;

(c) Ensure that work plans are programme-specific and that they are prepared as
an integral part of the project-planning and monitoring process;
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(d) Exercise stricter control over the progress of work of implementing partners in
order to ensure achievement of the stated objectives and recover the savings of $371,368
from the implementing partner concerned;

(e) Review completed projects to ensure that they are promptly closed;

(f) Update plans still to be implemented under Project Delphi, prioritize those
activities which can be implemented with the available resources and monitor the
implementation of the plans to ensure that they achieve their objectives.

A list of the Board’s recommendations is included in paragraphs 12 and 13 of the
report.
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A. Introduction management letters containing audit findings and
recommendations to the Administration. The practice
1. Inaccordance with paragraph 22 of the statute of th€lped in maintaining an ongoing dialogue with the

Office of the United Nations High Commissioner forAdministration on audit issues.

Refugees (UNHCR), the Board of Auditors has audited thg  The present report covers matters which, in the
financial statements of the voluntary funds administered Byinjon of the Board, should be brought to the attention of
the High Commissioner for the period from 1 January the General Assembly. The Board's observations on all
31 Decembel 998. The audit wasonducted in accordancematters contained in the present report were communicated
with article XII of the Financial Regulations of thetg UNHCR. The Administration has confirmed the facts on
United Nations and the annex thereto and with the comm@yhich the Board's observations and conclusions are based
auditing standards adopted by the Panel of Externghd has provided explanations and answers to the Board's
Auditors of the United Nations, the specialized agencigferies. The report is divided into two parts, covering the

and the International Atomic Energy Agency. Thosgudit of financial issues and management issues
auditing standards require that the Board plan and perfofgkpectively.

the audit to obtain reasonable assurance that the financ7ial

statements are free of material misstatement. The Board’s main recommendations are reported in

paragraph 12 below. The detailed findings are discussed
2. The audit was conducted primarily to enable thg paragraphs 14 to 126.

Board to form an opinion as to whether the expenditures

recorded in the financial statements for the period from 1 previous recommendations not fully

1 Januaryto 31 Decemb&®98 had been incurred for the implemented

purposes approved by the Executive Committee of . )

UNHCR; whether income and expenditures were prope In accordance with section A, paragraph 7, of
classified and recorded in accordance with the Financigeneral Assembly resolution 51/225 of 3 April 1997, the
Regulations and Rules; and whether the financial statemef@2rd  has highlighted ~ separately below those
of the voluntary funds administered by the HigHecommendatlons that have not been fully implemented by
Commissioner presented fairly the financial position as NHCR. The Board has indicated the current stage of
31 Decembefl998. The audit included a general revieWnPlémentation in the present report. The years shown in
of financial systems and internal controls and a teB@rentheses (starting from 1995) are those in which the
examination of the accounting records and other supportif§ard recommended that UNHCR:

evidence to the extent the Board considered necessaryto (a) Ensure that audit certificates are submitted by
form an opinion on the financial statements. the implementing partners in sufficient time for the

3. The audit was carried out at UNHCR headquarte&dminiStration to have the necessary assurance about the
at Geneva and at its branch offices in Austria, Chin&&gularity, compliance and propriety of the expenditure

Croatia, Djibouti, France, Germany, Greece, the Islami@curred by the implementing partners (1995 and 1996);

Republic of Iran, Italy, Lebanon, Saudi Arabia, Somalia, (b) Ensure timely signing of sub-agreements with
the Syrian Arab Republic, Turkey and Venezuela. implementing partners (1995 and 1996);
4.  Inaddition to the audit of thaccounts and financial (c) Make the preparation of work plans an integral

transactions, the Board carried out reviews undgart of the project-planning and monitoring process (1995
article 12.5 of the Financial Regulations of theand 1996).

United Nations. The Board has also reviewed the adequeg:y Concerning recommendation 8 (a) above, UNHCR

of internal controls and the efficiency of procedures relat'r}%formed the Board that its established policy required

to the management of projects, the system of procurem%tﬁlementing partners to present, within a realistic period
i

and the management of as_sets. The Board also eXamigetime after the end of the project, their audit certificates.
the present status of Project Delphi, cash advanceslggr international and national non-governmental

implementing partners - and the Memorandum 0c}:rganizations the period of time set for the submission of

;Jnde_rstandlng with the Office of Internal OverS'ghE\udit certificates falls after the time at which the Board’s
ervices. audit is finalized. The Board noted that in respect of the
5. The Board continued its practice of reporting théinancial period ended 31 Decemh297, UNHCR had

results of specific audits through audit observations amthtained some 70 per cent of the required audit certificates.
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The Board, however, would still urge UNHCR to encourage projects, in order to provide adequate evidence in support
implementing parties to submit the audit certificates within of expenditure reported by implementing partners
the time-frame stipulated by UNHCR in the agreements.  (para. 35);

10. In accordance with General Assembly (c) Ensure that work plans are programme-specific
resolution 48/216 B of 23 Decemb&®93, the Board also and that they are prepared as an integral part of the
reviewed the measures taken by the Administration to projectplanning and monitoring process (para. 53);
implement the recommendations made by the Board in its (d) Exercise stricter control over the progress of
report for the year ended 31 Decemid®97! Details of work of implementing partners in order to ensure
actions taken and the comments of the Board are outling hievement of the stated objectives and recover the

in the annex to the present report. savings of $371,368 from the implementing partner
11. The General Assembly, in its resolution 52/212 B concerned (para. 68 );

of SldMa:chh 3.998afcce_pted th_e rgcorrlwmendat!ons (;f.the (e) Review completed projects to ensure that they
Board of Au |_tors or improving implementation of its . promptly closed (para. 76);

recommendations approved by the General Assembly . .

subject to the provisions contained in the resolution. The () Update plans still to be implemented under

Board’'s proposals, which were transmitted to thBroject Delphi, prioritize those activities which can be

General Assembly in a note by the Secretary-Geneﬂﬁlmememed with the available resources and monitor the

(A/52/753, annex), included the following main elementdmplementation of those plans to ensure that they achieve

their objectives (para. 106).
(a) The need for specification of timetables for the J (P )

implementation of recommendations; 13. The Board’s other recommendations appear in
aragraphs 19, 21, 38, 45, 47, 50, 57,61, 72,79, 85, 91,

(b) The disclosure of office-holders to be helﬁlo and 116

accountable;

(c) The establishment of an effective mechanism
to strengthen oversight in regard to the implementation Br. Financial issues
audit recommendations. Such a mechanism could be in the
form of either a special committee comprising senior 1. Financial statements

officials or a focal point for audit and oversight matters. United Nations accounting standards

_ The Board noted that UNHCR had generally compliegly  The Board assessed the extent to which the UNHCR
with those requirements. financial statements for the year ended 31 Decemi9&8
conformed to the United Nations accounting standards. The

2. Main recommendations review indicated that the financial statements were
12. Inits present report the Board recommends that tgenerally consistent with the standards, but further work
Administration: was needed to bring the financial statements fully in line

. . with them. The main areas for attention are recognition of
(a) Treat advances to implementing partners as

. . mc(g)me and disclosure of liabilities for end-of-service
accounts receivable at the time the advances are made Bm .
. . . enefits.
clear the advances to expenditure on receipt of satisfactory

financial report, and also persevere in its efforts to clear the ~ Recognition of income

outstanding balances of cash advances expeditiously,ji§ |, its report of 19 October 1998 (A/53/513, para. 90),
particular the balances relating to earlier years (para. 2fje Advisory Committee on Administrative andiégetary

(b) Assess the reasons for non-compliance Kguestions recommended that while income recognition for
respective  governmental and non-governmentapecial programmes should be on an accrual basis,
implementing partners with the requirement to render aud@ntributions to trust funds should be recognized only when
certificates as prescribed in the sub-agreements and dr@geived, as requiredunder paragraph 35 of the
up a strategy, in consultation with the Board of Auditors/Jnited Nations accounting standards. The Board noted that
for securing sufficient audit certificates, based on thiée UNHCR financial statements for 1998 included an
materiality and perceived level of risk of individualamount of $129.85 iflion as voluntary contributions
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receivable, covering both special programmes and trust other/miscellaneous income. As a result,
funds. The Board considers that the@mmt relating to the administrative expenses and miscellaneous income were
trust funds should have been excluded from this amouninderstated by a sum of $1.05llon. The Administration
Disclosure of liabilities for end-of-service benefit$ated th","t it would deve!op a syﬂablg procedure to be
_followed in the presentation of financial statements for
16. The Board noted that UNHCR had not made specifi©9g and that those items would be disclosed in the note
disclosure in the financial statements of the amount g the accounts. The Board considers, however, that those

liability for end-of-service and post-retirement benefitgems should be indicated as expenditure in the financial
indicating the basis of valuation, although that was requiregstements.

under paragraph 57 of the United Natioascounting - :
standards. The Administration stated that such expense The Board recommends that.the Admmlst_ratlon

were incurred and accounted for on a cash basis in tﬂ@close bank charges and ex gratia payments IN gross
financial year when staff members are separated. tRrms .rather than. netting them off against
maintained that the amount of liability fd998 could not other/miscellaneous income.

be disclosed, as the valuation could not be carried out prior ) ]

to the closure of the accounts; it would carry out the ~ Cash advances to implementing partners

exercise to determine the liability for disclosureli®99. 22. Under the accounting practices followed by the
The Administration also stated that it was planning t@rganization, cash advances to implementing partners are
engage the services of an appropriate professional firm f@fcorded as programme expenditure at the time the funds
the valuation. are advanced to the partners. These advances are separately
17. The Board is aware that the review by th&ecorded under a memorandum suspense account, from

Consultative Committee on Administrative Question&/hich they are cleared on the basis of financial reports
(Financial and Budgetary Questions) of United Natiod€c€ived from implementing partners. In its report

accounting standards would specifically include th{or 1996, the Board of Auditors recommended that UNHCR
standards relating to matching of income and expenditufggently review this system. In its report for 1997 also, the
with regard to voluntary contributions and disclosure gg@ard of Auditors expressed concern at the substantial

liabilities for end-of-service and post-retirement benefith@lances remaining outstanding in the memorandum
The Board awaits the outcome of the review. suspense accounts and suggested that the exeritiaeit

by the Administration for a review of the system be

Valuation of contributions in kind accorded high priority.

18. Note 2 (f) of the financial statements for 1998 statgsl3 T:I? Bobarld examllned thg s}:atuz O_f clefgggce hOf
that contributions in kind are recorded at the fair mark&UtSt,ar' Ing ba ar;ces.dt ngtlee 4t i:ilo urlfng h , the
value. In practice, the Board notes that UNHCR employéa(‘,ldm'n'smltlon cleared $ 4 Ifon  from the )
two methods of valuing contributions in kind: budgetar)r}“lemorandum_ suspense account. As a result the outstanding
contributions in kind were disclosed at the fair markeqmountgegtzgm:ﬂgl;_ to the yea1%94 to 1997bwasgr9educed
value, but extrabudgetary contributions in kind wer g;n $,”7 : '%n as atb 19;3ecem erlovs to
disclosed at the value indicated by the donors. -5 nillion as at 31 Decembet998.

24. For 1998 also, of $346.4illion advanced to the
implementing partners during the year and recorded as
disclosure of the method of valuation of all expenditure, financial reports were yet to be received

contributions in kind should be consistent with the 0" $92.8 mllion as at 31 MarcHL999.
actual method of valuation employed. 25. The Board is concerned at the lack of documentation
in support of $92.8 iiflion included as expenditure in the
Understatement of miscellaneous income and financial statements for 1998.

administrative expenses 26. The Administration informed the Board that it had

20. The Board noted that bank charges an%ompleted the envisaged review of the accounting
ex. gratia payments amounting to $1.05 millionSystem and had decided that it would record instalments

which should have been booked as expenditufg implementing partners as expenditure. The portion Qf
under administrative expenses, were netted off agairlig? instalments that has not been reported upon will

19. The Board recommended and the Administration
agreed that in the notes to the financial statements the
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also be recorded as accounts receivable at the end of the  $34 million incurred by international non-governmental
financial period. The Board considers that it would be organizations and $44 million by local non-governmental
more prudent to treat the instalments as accounts organizations.

receivable at the time the advances are made rathertha%(gq The Administration had decided in 1998 that all
adopt the procedure proposed by UNHCR. partners implementing projects in excess of $1 million
27. The Board recommends that advances to would be required to submittheir certificates before the end

implementing partners be treated as accounts of 1998, faling which no further payments would be made
receivable at the time the advances are made and to them and they would be blacklisted. The Board noted that
should be cleared to expenditure on receipt of no payments were stopped for that reason. The
satisfactory financial reports. UNHCR should also Administration stated that the decision to disclose the list
persevere in its efforts to clear the outstanding balances of defaulting implementing partners had yet to be taken, as
of cash advances expeditiously, in particular the the Administration needed to assess the political effects of
balances relating to earlier years such a decision. A position paper on the matter might be
presented at a future Executive Committee Standing
Audit certificates from implementing partners ~ Committee meeting depending on the results achieved

28. The Board noted that following its earlierforlggs'

recommendations, the Administration had established,3%. For 1998, cash advances bty $346.4 nillion
from 1 January 1997, a firm policy for audit certificationwere made to implementing partners, of which
requirements that made it compulsory for implementin§98.2 nillion was given to government partners. Audit
partners to submit audit certificates. The standard text egrtificates from government partners were due within three
UNHCR sub-agreements was also modified in April 199810nths of the final date for liquidation of commitments
to make it obligatory for implementing partners to provid#hich, for most projects, would be the end of April 1999.
such certificates. UNHCR decided, as from 1 May 1998 he Board noted that as at 31 May 1999 audit certificates
that: for $1.2 million had been received in respect of government

(a) For United Nations and related agencies rﬁ)artners. For other implementing partners, audit certificates

additional audit certification would be sought by ad not been rgcelved n respect@34.5 niilion in
. ) relported expenditure, as those audit reports were not due
Headquarters other than the annual audited financia 4131 Julv 1999
statements by the same or comparable authority that audits y ’
UNHCR accounts; 32. The Administration informed the Board that more
(b) For government partners, audit certificategucj't certificates from governmeptlmplementlng partners
. - ) would be forthcoming depending on the cycle of the
would be required within three months of the final date for . . ; o
liquidation of commitments: respective government audit authority. It added that it might
' be difficult for UNHCR to take further measures to improve
(c) For international non-governmentakompliance without seriously jeopardizing its mandated
organizations, audit certificates would be required withiactivities and ultimately endangering the lives of the

six months of the end of the organization’s fiscal year; refugees. The Administration further stated that although
(d)  For national non-governmental organizationdhe availability of audit certificates was an important

audit certificates would be required within six months oftonitoring tool for UNHCR, = there ~were other

the final date for liquidation of commitments for all sup-cOmpensating controls that provided the Administration

agreements, or series thereof, valued at over $100,000Vith the assurance that funds were spent as specified in the
any given year. sub-agreement. Such measures included a periodic review

by UNHCR of the records of implementing partners,

2,9' . When the Board_’g report for financial year 1,997 Wa&n{hespot monitoring and third-party reports, such as
finalized, no audit certificates had been received in requﬁgpections and internal audits.

of $370.4 nillion recorded as expenditure iA997. . o

Accordingly, the Board followed up on the progress of audit3: The Board recognizes the difficulties faced by
certificate submission by implementing partners for 199¢NHCR in securing audit certificates in sufficient time to
and earlier years. As at April 1999, out of the $428lion provide a sound basis for drawing up its annual financial
total value of the projects implemented by partners, auditatéments. The Board also appreciates the substantial
certificates covering expenditures of $289 million had bedtfogress made by UNHCR in following up and obtaining
received, leaving a balance $137 nillion for which no from implementing partners outstanding audit certificates
audit certificates had been received. This comprisé'ating to 1997 and earlier years. Notwithstanding these

$59 million incurred by government implementing partner§chievements, the Board is concerned that when the
Board's audit was finalized, UNHCR still awaited audit
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reports from implementing partners in respect of 37. The Board was concerned that adequate security
$331.5 nillion reported as expenditure in th#998 measures were not taken by the field offices to safeguard
UNHCR financial statements. The Board considers that the the organization’s cash and that UNHCR had been unable
Administration should strengthen its efforts to obtain audit to assign resgbtydfitr negligence in the latter case.
certificates in sufficient time to have assurance that t

: ) . ) . The Board recommends that UNHCR ensure that
expenditure has been incurred by the implementing partngjie|q offices are equipped with adequate facilities to
in accordance with the sub-agreements.

safeguard the organization’s cash. The Board also
34. The Board examined the accounts of some of thecommends that UNHCR further investigate the
implementing partners. The Board has included in thercumstances of the loss of $11,500 with the aim of
present report some of the deficiencies noted relating taking recovery action as appropriate.

project implementation and maintenance of accounts. . The detalils of property loss as reported by various
addition, during its review of the status of audit certificateﬁeld offices to the Asset Management Board at

for 1997 in 15 field offices, the Board noted that: headquarters and written off durii®98 are as follows:
(a) One regional office closed project accounts on

the basis of uncertified accounts provided by the value
implementing partners. Cateaor* United States dollars)

(b) One partner had not submitted the audifccident 65 881
certificate although money had been given to it specificallpighjacking 130722
for the purpose of having its accounts audited; Theft 228724

(c) Inthree field offices no audit certificates hadLooting 1852925
been obtained for 1997, and in one of those offices nigss of property 77044
certificates had been obtained for 1996; Damaged or destroyed 79 077

(d) Another office had not obtained audit"Vea"andtear 1061473
certificates for 11 projects from 10 international partnerSther 542221
involving $8.79 million on the incorreatnderstanding that Total 4038 067

. |

UNHCR headquarters would obtain them.
35. The Board recommends that UNHCR: 40. The Board noted that losses reported and written off

(a) Assess the reasons for non-compliance byin 1998 had increased three-fold compared with the amount
respective governmental and non-governmental of $1.27 million written off in1997.
implementing partners with the requirement to render
audit certificates as prescribed in the sub-agreements; 3. Ex gratia payments

(b) Draw up a strategy, in consultation with the 41. The Administration reported that ex gratia payments
Board of Auditors, for securing sufficient audit totalling$44,013 were made in five cases. The Board noted
certificates, based on the materiality and perceived that the amount was understated by&E®, since it did not
level of risk of individual projects, in order to provide include payments made by one branch office to the family
adequate evidence in support of expenditure reported of a deceased staff member ofavernment implementing
by implementing partners. partner.

2. Write-off of losses of cash, receivables and .
property C. Management issues

36. Cash amounting to $42,090 wastten off during the
year. The write-off included an amount @14,825,
representing the net shortfall in the cash kept in the safe in ~ Cash replenishment in field offices

one field office after $6,000 was recovered from the heagd According to the UNHCR Manual, funds are to be
of the office on account of negligence. In another fieldy|jed forward as close as possible to the date of their
office, $11,500 was written off in respect of an amoundy;isaged use to avoid the accumulation of unnecessarily
handed over to a money merchant for safe keeping since High pank balances. Requests to headquarters are to be
field office did not have a safe and there was no local banlgage py the field offices keeping in mind the disbursement
The amount was written off since UNHCR claimed thateeds for the following four weeks at a maximum. The
nothing could be proven in the absence of documentatiqfjanya) stipulates that balances should be kept as low as

possible.

1. Cash management
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43. The Board noted that in two branch offices the cash  Programme planning
replenishments called for were much higher than the
expenditure warranted, resulting in large closing balances.

In one of them the closing balances ranged from $36,3482. In its reports for 1993 and 1995 the Board pointed
to $207,338. out the need to assess the caseloads of refugees accurately

, S0 as to ensure that programme benefits reach the intended
44.  The Board also observe_d that the ca_sh repIen'Shn,]BQI’leﬁciaries. However, the Board noted that in almost all
caIIe_d for by one branch office was far in excess of i e projects reviewed at UNHCR headquarters, up-to-date
requwe_ment for the following four weeks. Following a Castgtatistics on caseload were not provided in the programme
replemshment on 1,4 Decembé997 of $633,000, the description. In respect of 13 projects, there was no specific
office had a very high closing balz_mce of $353,599 eakdown by gender or between children and adults. In the
31 Decgmbe&997. No fresh replenishments were calle bsence of dependable statistics on caseload, the accuracy
for _u_nt|l March 1998, an'd the. year-end balance W& the project formulation and in turn the appropriateness
sufficient for three months’ requirements. of relief measures taken might suffer. The Administration
45. The Board recommends that UNHCR monitor the stated that it was working on the replacement of the
cash forecasts of field offices to ensure that funds UNHCR core support system, which would include a
requested do not exceed disbursement needs for thecaseload management system.
following four weeks. 50.

Caseload

The Board recommends that the proposed
caseload management system of UNHCR be adequately
equipped to handle and generate accurate and reliable
46. Inits reportfor 1997, the Board had commented up@aseload statistics. Disaggregated data of the refugee
the deficiencies in the system of cash management followedpulation by age and sex should be made an integral
in the field offices and recommended adherence to tipart of the project formulation process.

existing control mechanisms. The Administration had

assured the Board that control mechanisms would be

strengthened. However, during 1998, the Board also noted:  Work plans are an essential part of project planning

similar and other deficiencies such as: f';md are meant to pro_wde a de.talled schedule of

_ _ implementation for the projects and milestones that can be

(a) Petty cash was not verified by the head of officgseq to monitor progress. In its reports for 1994 and 1996

on a monthly basis (eight offices); the Board pointed to the need to prepare detailed work

(b) The custodian of petty cash was not officiallyplans. However, the Board found that none of the projects

designated (five offices); reviewed at UNHCR headquarters contained work plans
(c) Monies received other than petty casﬁr mllgstones for prolect. |mple.mentat|on. In addition,

. o uring its examination of field office accounts, the Board

replenishments were deposited in petty cash accounts, an S

. . oted that work plans had not been prepared in five field

final payments towards travel expenditures, were mad%

n
from petty cash (one office); ofices.

Petty cash management

Work plans and performance indicators

(d) There was no system of counting and forma”\%i'rk The Administration stated that the requirement for

. . lans and performance indicators, which had earlier
handing over petty cash when the custodian changed (f%uerenpleft to thepdiscretion of the field offices, would be
offices). '

reintroduced as a planning and monitoring tool within the
47. The Board recommends that UNHCR remind proposed operations management system.

field offices to comply strictly with the prescribed

: 53. The Board recommends that UNHCR ensure that
control mechanisms for the management of petty cash.

work plans are programme-specific and that they are
prepared as an integral part of the project-planning
and monitoring process.

48. During 1998, UNHCR undertook 490 projects with
a budget of $395 ition. Of these, 21 projects with an
outlay of $94.2 rillion were selected for review by the54. Inits reports for 1995 and 1996 the Board pointed
Board during the audit of accounts at UNHCROUtdelaysinsigning sub-agreements with the implementing
headquarters_ The Board also reviewed programrﬁ@rtners. The Board noted that delayS perSiSted in the field
management in the various field offices, and the significagffices and that there was no appreciable improvement in
findings are detailed below. the situation. Under a care and maintenance project in a
branch office, the sub-agreements were signed after delays
of up to six months after the projects commenced. In three

2. Programme management

Delays in signing sub-agreements
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other branch offices, the sub-agreements with the contributions between October 1994 and February 1996,
implementing partners were delayed two weeks to eight inthree cases, amounting 04 6®, expenditure was
months after the commencement of the project. In one of incurred. In one case, although voluntary contributions
the three offices, four of the five implementing partners amounting to $555,896 weeéved in Januar$994,

were paid their first instalment before the agreement was letters of instruction were issued only in March 1995, and
signed. the actual expenditure incurred by Deceni887 was less

55. In another branch office, although UNHCR ha an half the contribution. UNHCR had had to refund

released an advance of $30,000 based on a letter of int ﬁ?4’719 in this case. In the remaining cases the

signed with the government implementing partner 0ﬁ:]ontnbutlonswere not utilized. The Administration stated

28 January 1998, the sub-agreement was signed Onl)}riﬁ\t donors had refused to reallocate funds that were not
April 1998. The édvance lateregame the subject of a SPent. The Board was concerned that UNHCR had to refund

dispute between the two parties as the implementir? me contributions to the donors and that delays incurred

partner denied having received the advance. The matfg/Ssung t?]e reqtlured doc'ume?tan(_)n might have had an
remained unresolved at the time of the Board's audit. 'MPact on the implementation of projects.

56. In another branch office, the Board reviewed 4Bt _The Board recommends that UNHCR, closely
subagreements signed between 1996 and 1998 and néf@f'tor ',[he use of-ava|lable don.or. cc_mtnbunons by
delays in 28 of them (70 per cent). At the same branéﬁ(mg, ml-lestones in order to minimize refunds of
office, by the end of April 1999, headquarters had not seﬁ?m”bu“ons'

the office letters of instruction for projects in 1999. Letters Performance of implementing partners

of instruction are required to be in place bleanuaryeagB In its reports for 1994 and 1997 the Board

year before projects commence. commented on the maintenance of accounts and the
57. The Board reiterates its recommendation that the implementation of programmes by implementing partners.

Administration require the field offices to ensure that The Board’s present report shows that there continue to be
sub-agreements are concluded before the deficiencies in the maintenance of accounting records and
commencement of a project. Funds should be releasedinadequacies in programme implementation, as indicated
only after the sub-agreement has been signed. below.

) ) 63. In one branch office, in the case of a major
Programme implementation government implementing partner:

58. The Board has in its past reports expressed concern (@) The implementing partner did not maintain

about the slow pace of execution and delayeghgic accounting records such as a cash book and general
implementation of programmes. The Board reviewed %dger'

cases of earmarked projects with a fund allocation of ) ) )

$51.75 nillion. These were to be completed 1998under (b) Project documentation was incomplete and
trust fund programmes. The Board noted that although tffi@dequate in most cases;

full allocation of funds was available during998, the (c) Inone case avoucher that totalled $1,640 had
expenditure incurred was $29.62 ilien, while been altered to $2,000, and the higheoant was claimed:;
disbursements amounted to $18.2Dion, or 35 per cent (d)
of the funds available. In 11 cases, although availatihel§
amounted to $3.92 itlion, no expenditure was incurred X
until the end of 1998. UNHCR funds;

59. The Administration stated that the non-obligation of _, . () Therequired Iogbqoks were npt keptfor the two
L vehicles transferred to the implementing partner from

funds was veryrarely due to delays in issuance of IettersB HCR:

instruction and that all funds said to be available were not '

necessarily available to be obligated. In many cases the (f) Budgetary control was poor, and there was

contributions were received towards the close of the yegighificant excess expenditure in respect of several budget
and could not be spent in time. lines in the final sub-project monitoring report. For
instance, the expenditure incurred for furniture was

The implementing partner did not maintain any
list of non-expendable property of items procuredtigh

60. The Board noted cases of delays iqthe utilizationg 5,700, which was six times theuigeted figure of
funds even where funds were actually available. The Bo 000:

observed that during 1998, UNHCR had had to refund’ '

$1.38 million to 13 @nors from whom contributions were (9) Anamountof$55,000, provided expressly for
received from January 1994 to March 1997. The Boardtbe rehabilitation of the implementing partner’s
analysis of the refunds indicated that, despite teeipt of headquarters and regional offices, was diverted and used
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for the construction of a new building that was not (c) Theimplementing partner who was advanced
envisaged in the sub-agreement; a sum of $35,000 in 1995 for a sub-project aimed at

(h) Anamount 022,500 provided in theuslget providing training for refugee women as birth attendants

for a local area network system in an identified location WJ@'IEj‘d to submit a utl!lzat|on_ report to confirm thg
reportedly used for the construction of a rest house. Tﬁghlevement of the_ project objective. The branch office
branch office has now formally requested the implementir?é’Spended the project.

partner to return the money. 67. The Board emphasizes the importance of close

64. Inthe same branch office, the implementing partngpamjaI and performance monitoring of implementing

had submitted an incomplete report for the first of whartners.

phases of a quick impact project with a duration of sevedB. The Board recommends that the Administration

months, aimed at identifying and alleviating theexercise stricter control over the progress of work of

psychological trauma of returning refugees, even thoug@hplementing partners in order to ensure achievement
$50,040 out of the total budget $65,600 had been spentof the stated objectives. The Board further recommends
and the liquidation date for the project had passed. Tligat UNHCR recover the savings of $371,368 from the
second phase, which involved community-baseithplementing partner concerned.

intervention for alleviating stress syndrome among

: : Funds advanced to implementing partners
residents, had not been implemented.

69. As a means of generating income for projects,
UNHCR funds received by implementing partners are to

(a) An implementing partner did not follow be deposited in a separate interest-bearing bank account.
UNHCR guidelines while making procurements out of Exceptionally, where government implementing partners
UNHCR funds; are required to deposit all remittances in a general or
ﬁentral account, itteould be maintained in such a way that

65. In another branch office the Board found that:

(b) Under a programme on income generatio
implemented through another implementing partner, whedNHCR funds are traceable.
beneficiaries were required to be less than 65 years ofage 70. From its examinations of field offices the Board noted
and the income per household within certain limits, the that in the case of an implementing partner, government
Board noted from the list of beneficiaries that neither the funds and UNHCR remittances were combined, making
age nor income criteria had been followed in many cases identification of UNHCR funds difficult. The Board further
and that ineligible persons had received benefits under the observed that repayments by borrowers of loans made
programme; through UNHCR funds remained in the bank accounts of

(©) A third implementing partner, engaged irProvincial governmental bodies without beingtiémed for

rendering medical assistance, did not refund amour{gfugee relief. In the two provipges visited, sgbstgntial
totalling $5,022 and did not disclose thoseamts in the repayments amounting to $1.4 million were retained in the
sub-projec,t monitoring reports accounts of government agencies for long periods.

71. In another field office, implementing partners who

had returned to UNHCR unspent balances amounting to
(@) Ina project to help refugees, a governmeris2 868 had not rehded the interest accrued on the

implementing partner did not return to UNHCR savings qfeposits. In three other cases, implementing partners did

$371,368 realized under two projects. The prior approvabt deposit UNHCR funds in interest-bearing accounts.

of UNHCR had not been obtained to use the savings for The Board ds that the Admini )
other expenditures. The Board considers that th e Board recommends that the Administration

Administration should recover an amountgg71.368: instruct the programme staff to monitor whether the
"7 implementing partners deposit funds received from

(b) In a sub-project for the construction of 30QyNHCR in interest-bearing accounts and ensure that
houses for refugees, hftugh only 182 houses could behe interest due is credited to UNHCR.

built within the budgeted aount owing to an escalation in
costs, the allocations under electricity and water
connections were fully expended because, according to 73. According to the UNHCR Manual, proper project
management, $32,355 was diverted to provide water and control includes the timely closure of projects and sub-
electricity to 210 existing prefabricated houses. The Board projects. The timely closure of projects is also essential for
was concerned that the implementing partners had failed effective budgetary control, financial management, cash
to secure UNHCR approval for the reallocation of those management and accounting. A project is closed after all
funds; the relevant reports needed to close it have been obtained.
The Board noted that out of 2,565 projects implemented

66. In another branch office:

Closure of projects
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from 1994 to 1997, 2,123 projects (83 per cent) had not establishing and maintaining norms for administrative
been closed as at November 1998. The kdesavn by year support costs.

Is as follows: 78. The Board noted that administrative support costs as
a percentage of total project costs in the case of special
Projects not closed as at programmes had more than doubled over the past five
Number of years, from two in 1994 to five in 1998. The Board was,
= projees el Eeee® however, pleased to note that the average administrative
1994 705 499 71 support costs for general programmes showed a noticeable
1995 637 298 +¢ decline, from 10 to 5 per cent, the reduction being most
1996 637 561 gg Marked in Europe and the Americas.
1997 586 565 96 79. The Board recommends that the Administration
Total 2565 2123 g3 closely monitor trends in the administrative support

——— s ssss————— COS{S and establish appropriate norms.

74. The Administration attributed the delays in closing
projects to outstanding balances in the memorandum
suspense account, lack of audit certificates, missing non- MINDER system

expendable property reports, non-refund of the unspegly  The Board, in its reports for 1997 and earlier years,
balances by the implementing partners and incorré@commended prompt action to complete the installation
recording or discrepancy between the Headquarters afighe MINDER asset-tracking system in all field offices to

field records. reflect correctly the assets and to improve control. The

75. During 1998, UNHCR eceived refunds Board considers that the non-implementation of all the

of $13.51 million on the closure of more thanaspectsofthe MINDER system has been one of the major
1,000 projects pertaining to the period from 1993 to 199%0onstraints to proper asset management in UNHCR.

The Board selected a sample of 60 cases involving a tofal  The status of the assets entered in MINDER was as
amount of $11.33 itlion. These comprised 16 caseSg|ows:

relating to the period from 1993 to 1996 ($2.31lan)

and 44 cases pertaining to 1997 ($9.0fliom). The Board

3. Asset management

Assets entered in Aisition value

noted that there were delays ranging from one to five years MINDER {(Millions of United States dollars)
in closing projects and refunding the money. As a Assets entered in
Consequence, |arge amounts Of CaSh rema|ned Wiltﬁuonofasse!s Numb:;soéls Number  Percentage Aailssets Value Percentage
implementing partners for long periods, resulting in undu A E——

p . gp gp ’ g %ithUNHCR 39617 25455 64 136 77.8 57
benefit to them. Withi )

ith implementing
76. The Board recommends that UNHCR review Parners 16736 10999 66 135 78.4 58
completed projects to ensure that they are closed Total 56 353 36 454 65 271 1562 58
' ! ' ' ' [ |

promptly.
82. The Administration informed the Board that out
Administrative support costs of 125 countries in which UNHCR has operations, 83 had

. . __not fullyimplemented MINDER. Of the 15 offices visited,
77.  The Board reviewed the trends in programme delivefy. goard found that the bar code reader was not

and administrative support costs for the period from 1991)erational in 5 offices; software problems were

. ) 0
t0 1998. In its report for 1996, the Board had pointed o perienced by another 5 offices; 3 offices were having
roblems in printing reports through the system; and in 2

wide variations in the programme delivery an

admi.nistrative support cqsts and recomme_nded that nor ces the MINDER system itself was not operational.
be fixed for them. In its report on action taken, the
Administration had decided to cap general programme co§3: The Administration found that 90 per cent of the
at 1 January 1998 levels. The Administration stated thatifirecorded assets were in 13 countries and developed a
did not generally establish norms for programme delivegystematic plan to complete MINDER implementation in
costs as a proportion of project costs, but agreed that norfikfield offices. The first phase of the plan, started in
could be established for administrative support costs fActober 1998, focused on approximately 20 per cent of the
relation to the total project costs. UNHCR also proposegPuntries, which hold approximately 80 per cent of the
to harmonize its budget structure with that of some oth@gsets. The first phase was expected to be completed in the

United Nations agencies, after which it would considéfst quarter of 1999. The second phase is expected to
follow up on the remaining 80 per cent of the countries,
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which host 20 per cent of the assets. The third phase would months, from DecEd@8to March 1999. In a second

be to carry out worldwide training to ensure that asset case, involving the purchase of medical kits valued at
management is carried out consistently in all countries a@4,503, the requisoner had requested that the kits be

to ensure that annual physical verification of assets with  delivered byifigt1998. The Board observed that the
UNHCR and implementing partners takes place. goods were shipped only on 1 Janu&899, delaying their

84. The Board observed that in the first phase UNHCEglivery to the beneficiaries by more than five months.

sent two task forces to cover four countries. The task force 89. The Administration stated that the desired delivery
teams were expected to focus on the installation and setting  date recorded by the requisitioner usually did not take into
up of MINDER and on a physical check of assets. While account the required lead time.

they could make some progress, the teams could ”e't%. The Board is concerned that routine items intended

complete the c.a.pturlng of assets in MINDER nor ascertall& emergency situations are subjected to such significant
the actual position of assets. So far as the second phasgépays in delivery.

concerned, UNHCR has informed the Board that there has

been an evolution in strategy based on the lessons lear@dd The Board recommends that UNHCR review the
from the first two task forces. The Administration state@rocurement arrangements for items that are routinely
that it was working on a proactive plan of action for théequired in emergency situations.

current year that should give substantive results before thyg.  The Board also noted the following cases of
end of 1999. The Board will monitor the implementatioprocurement undertaken by the field offices that indicated
of the exercise. inadequate control over the purchase process.

85. The Board reiterates its recommendation thatthe  (a) Competitive bidding not followed
Administration take prompt action to complete the
installation of MINDER in all field offices and
implement all aspects of the system so that the records
correctly reflect the assets held by UNHCR and with
the implementing partners.

93. In a case relating to the supply of guards and
secretaries, one branch office awarded a contract to a
supplier for the years 1997 and 1998. The contracts, valued
at $74,682 and $89,225 respectively, were awarded without
competitive bidding, on the ground that competitive bids
had been obtained in 1996. The Board noted that when the
contract was retendered for 1999, lower rates were obtained
86. The Board reviewed the overall efficiency anfor the same services. The excess expenditure on this
economy of procurement systems and procedures bothagtount amounted to $8,839 durih§97 and 1998. The
UNHCR headquarters and in field offices. During 1998o0ard considers that the contract should have been
UNHCR headquarters undertook purchases amountingsigparately retendered each year.

$39.46 nillion. The Board reviewed procurement actioq}M.

: . . ) P Another branch office was following outdated
involving $4.13 million. The Board's main findings are se h d It i ; h
out below. purchase procedures. As a result, in respect of purchase

orders with a value between $2,500 and $5,000, the office

did not keep a written record of three informal quotations

and reasons for selection, as required. In the case of

87. The Board noted some improvement in procurement purchases with a value of more than $5,000, the procedure
planning as compared to the previous year. Out of the 117 of calling for three competitive bids through sealed
purchase plans pertaining to 1999, 30 were received by the quotations and their evaluation was not followed.
due date of 16 October 1998 as compared to only 6 the Managewesyted that in future the revised instructions

prior year. The remaining 87 were received after the due would be complied with.

date, 41 of which were received only11999.

4. Procurement

Receipt of purchase plans

(b) Lowest bidder not accepted

95. Inone case a branch office placed an order with the

] second highest bidder, without assigning any specific
88. The Boardreviewed 16 purchase orders at UNHGR,on for rejecting the lowest offer, resulting in an extra
headquarters with a value of $4.13 million and noted th@&penditure of $4.887.

the actual date of receipt of goods was available for only .

seven cases. In four of those cases there was a gap of thré®) Requisite approval not taken

to seven months between the date for delivery requestedd®, The Board noted that in the absence of regular
the requisitioner and the date of receipt. For example, thanking facilities, one branch office entered into
delivery of blankets, at a total cost of $4925, for persons agreements with private money suppliers to supply
displaced by the Kosovo crisis, was delayed by thragnited States dollars on a commission basis for the

Delays in receipt of goods
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payment of its bills. In Januafy997 the office awarded the 102. Project Delphi also envisaged improvements in the
contract for the supply of money to a local firm after management of obligation levels and the tracking of
considering three bids. The Board noted that the contractor expenditures. This was to be done in the medium term
had supplied a sum of $466,460 for the payment of bills 06—12 months), or by October 1997. The Administration

the office from January to October 1998. The Board stated that this issue was being examined in the context of
observed that since the contract in question was for a value the replacement of the UNHCR financial system and that
exceeding $100,000, the approval of the Headquarters these requirements would be taken care of in the new
Committee on Contracts should have been sought. integrated systems project, scheduled for phased
Management accepted that for supply of dollarsf®®9, intoduction over the next two to three years.

the ofﬂce would submit the case to the Headquartei%)& Under Project Delphi, Intranatcess was to be made
Committee on Contracts. available to all staff at all locations within 6 to 12 months

97. Inthe same branch office, computers and accessories of the commencement of the project. The Administration
were purchased for $41,366 Wwiut obtaining the prior stated that technical limitations and resource constraints
permission of Headquarters as required. had delayed the introduction of the Intranet in the field and
98. The Board trusts that UNHCR will ensure that fieléhat itwould be deployed and made accessible to a majority

offices adhere more closely to the established purcha%fethe staff by the end of 2000.

procedures. 104. Project Delphi conceived that staff reductions at
headquarters should eventually enable UNHCR staff at
5. Implementation of Project Delphi headquarters to be accommodated in one building. The

Board noted that staff continued to function from more than

99. In 1996 UNH(.:R mtoduced.PrOJect Delphi as a,he building. The Administration stated that the progress
framework for planning and effecting changes envisaged :
by UNHCR. This project set out the action plan for thd reducing the number of staff at headquarters had not been

X as fast as planned, but was hopeful that the introduction of

change process, which specified time-frames  for t'}ﬁe new information technology systems would allow

completion of various activities. - 4 .
P streamlining of work, thus allowing reduction of staff at

100. The Board reviewed the progress made by variongadquarters.
divisions in implementing Project Delphi and noted that I?PS. The Board observed that in most of the above areas,

many of the key areas, the action taken was not adequgceiion should have been completed by OctoheB7.

in view of the time-frame envisaged. The implementatiol%wever even after a delay of some 18 months in most of

of the project began in October 1996 following th o :
prol 9 . ; VNG N%he above cases, the activity was either at the draft stage or
endorsement of the Project Delphi Plan of Action by the L . :
. . : : . yet to commence. The Administration stated that while
Executive Committee. Actions in pursuance of project : : -
- . every effort had been made to implement the project within
objectives were to be completed in the short term (less than

. e indicated time-frame, the actions listed in the plan of
6 months), medium term (6—12 months) or long term . : :
s action could not be completed owing to resource constraints
(within 24 months or more).

and the need to prioritize activities.

101. Under the Operational Management System, one i .
the actions to be completed within 6 to 12 months, that i%cga The Board recommends that the Administration

by October 1997, was the elaboration of measurab é)datg plans §t||.| to be |mplem.e.n-tedund.er Project
L . : L elphi and prioritize those activities which can be

objectives for protection and assistance activities. The ) .
é)lemented with the available resources. It should

Board noted that while some progress had been made in FI? : . )
area of protection, standard objectives and indicators on e monitor the |m.plement.at|or.1 Of. those plans to
traditional assistance activities of UNHCR had not been '~ c that they achieve their objectives.
developed by April 1999. Points for actiamder the

Operational Management System also included: (a) the
development of operational guidelines, standards, norms, Manpower
indicators and benchmarks and the elaboration of se}ﬂ‘
evaluation mechanisms; and (b) review procedures f

supporting and controlling implementing partners. Bot
actions were to be completed by October 1997. The Bogitb e below gives details of the refugee population,

notgd that point (a). was S,ti" at the draft ;te_tge as %E(penditures, staffing and the ratio of staff between
April 1999. Regarding point (b), the Adm'n'Strat'onheadquarters and the field

informed the Board that new instructions had been issued
regarding the control of implementing partners.

6. Human resources management

07. The Board examined whether the reductions in the
{aff levels were commensurate with the decrease in the
ugee population and the expenditures of UNHCR. The
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ratioof statf BOa@rd noted that no action for recovery of advances was

s ilione et United hadquariercand | taken despite the delays in submitting the claims.
e e bt — 113. This resulted in the accumulation of several
1993 18.2 1307 4213 1:4 outstanding advances against a single staff member. A
1994 16.4 1166 5143 1:4.6 check of outstanding advances as at 28 February 1999
1995 14.4 1142 5488 1:4.9 revealed that four or more advances each were outstanding
1996 13.2 1145 5697 1:.4.9 against 151 staff members.
1997 12 974 5627 1:4.9 114. The Board was also concerned that as at 28 February
1998 12 842 4 852 1:4.7 1999, in 242 cases a total$219,466 was outstanding for

recovery against staff members for claims dating as far back

108. The Board noted that htiugh the refugee populationas 1991, adlustrated below:
and expenditures were generally declining from 1993 to

1998, there was an increasing trend in staff strength, from Amount of advance
4,213 in 1993 to 5,697 in 1996, decreasing 10 4,852 e ————— e e S LS L OE )

1998. In February 1999, the Board noted that staff strengtggl 10 3644
stood at 4,852 (including 651 short-term staff and 10 . 246
Junior Professional Officers). While activities in terms of 1534

expenditures incurred for general and special programmé¥”> 15 15196
decreased in 1998 by about 36 per cent compard®@s, 1994 43 49 449
there was no corresponding reduction in staff levels, whick9° 49 63141
were 15 per cent higher than in 1993. 1996 28 33136
109. The Administration stated that the baseline fof- " 22 ig 222

measuring the downsizing efforts of UNHCR should be %8
1996, when the decline in the organization’s global Total 242 219 466
activities became most evident. The Administration, while
sharing the concern of the Board regarding staffing level15. The Board noted that there was no effective system
stated that one reason staff reductions lagged behited restricting the payment of travel advances to staff
programme reductions was residual, phased-out activitiembers in cases where more than one advance was
related to repatriation operations. It added that in view gfending for that staff member. The high rate of untimely
the Kosovo emergency, any margin that may have existeédbmission of claims persisted because UNHCR did not
has proved indispensable and invaluable. enforce the requirement that a staff member who fails to
submit a travel claim within the prescribed time after
completion of travel should have the advance recovered
through salary deduction. The Administration informed the
Board that a proposal for action in this area was pending
review and approval.

110. The Board recommends that UNHCR monitor its
staffing levels and ensure that they are commensurate
with the level of programme activities.

Travel expenses

111. Inits reports for 1994 and 1996 the Board point
out deficiencies in the management of travel claims. Tq
Board reviewed that position 1098 and noted that similar
deficiencies persisted.

116. The Board recommends that the Administration
ake more effective use of its provision to recover
Favel advances in cases of delayed submission of travel

claims.

112. During 1998, 2,424 travel authorizations were issued.7. Review of the Memorandum of Understanding

The Board noted that as at March 1999, the Travel Unithad  with the Office of Internal Oversight Services

not rgcewed 122 wavel claims in r.espect.of thosfl?. In its report for 1997, following a request from the

authorizations. For those travel claims which WErg 4 isorv Committee on Administrative and Budaetar

submitted, the Board noted that there were delays % y getary
I

G estions, the Board reviewed the implementation of the
submitting 612 cases. In 517 cases, the delay ranged fr . L
. rnal audit arrangements arising out of the Memorandum
1to 6 months, in 81 cases the delay was between 6 and : )
months and in 14 cases the delay exceeded 12 mont Understanding between UNHCR and the Office of
y nternal Oversight Services. At that time the Board had

Under the rules, staff members are required to submit travel,. : . ; .
: s . indicated that it would further review the implementation
claims within 15 days of the completion of travel, and.

failure to do so within 1 month may result in the recover;c}fthe Memorandum of Understanding in its future audits.

of the travel advance from the staff member’s salary. The
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118. The Memorandum of Understanding, signed in UNHCR Audit Section of OlOS and making it operationally
April 1997, provides that: more effective.

(a) For adequate audit coverage at least 15 posts 123. The Board will monitor the audit coverage of the
would be required, 4 of which would be for resident UNHCR Audit Section of OIOS in the light of the
auditors; requirements and provisions of the new Memorandum of

(b) Audit coverage would aim at an average Cyclgnderstanding.
of three years. Major and high-risk operations would be .
audited more frequently and others less frequently; 8. Cases of fraud and presumptive fraud

(c) UNHCR and the Office of Internal Oversight124- As requiredunder the Financial Regulations and
Services will create a common database on audiles of the United Nations, the UNHCR administration

communications issued and the status of implementatidfPorted two cases of fraud and presumptive fraud during

) the year.
119. The Board observed that while the Memorandum of

Understanding was effective from 29 April 1997, some df2°- In aregional office, the regional representative and
the additional posts were filled only 1998 and 1999. Of the senior administrative officer had misappropriated
the four resident auditor posts in the field, two are presenth32,683. The money was recovered and the two staff
encumbered and another has been established in NairBlimbers were summarily dismissed in April 1998.
recently. The location of one post for the field had not beerp6. In another case, the representative of a field office
decided as at April 1999. was manipulating public auctions for vehicles, submitting

120. The Board noted thatin 1997 and 1998 the Office Sfudulent personal claims and abusing his authority. A sum
Internal Oversight Services audited 21 offices (includingf $24,618 was recovered from the official, who resigned.
17 field units) and 22 offices (including 20 field units)
respectively. A total of 143 country programmes ar
potential audit segments. Based on an analysis by the Office
of Internal Oversight Services that envisages an annual

coverage of 25 field units, audit arrears may accumulaf’e?T The Board wishes to express its appreciation for the

considering the actual yearly audit coverage. The Offi¢@oPeration and assistance extended by the High
stated that the average audit cycle was calculated usiny@mmissioner and her staff.
risk-based and materiality-driven approach, and that it

Acknowledgement

concentrated audit resources on financially significant (Signed)Osei TutuPrempeh
programmes. Auditor-General of Ghana
121. The Office of Internal Oversight Services Manual (Signed)Sir JohnBourn
provides that an auditee should reply within six to eight Comptroller and Auditor General of the United
weeks of receiving a report from the Office. The Board Kingdom of Great Britain and Northern Ireland

noted that of the eight reports issued by the Office in 1997,

the Administration had yet to furnish a reply in one case as

at April 1999. In another case, the reply was furnished two

years after the report was issued. In the remaining cases,

the reply was furnished between two to six months after tZ9 June 1999
reports were issued. Of the seven reports issued in 1998,

replies to four had not been furnished. The Administration

stated that it was working on improving the response tim otes

(Signed)Vijay KrishnaShunglu
Comptroller and Auditor General of India

122. The Board noted that the Memacaim of ! Official Records of the General Assembly, Fifty-third
Understanding signed on 29 April 1997 between UNHCR Session, Supplement No. 6&53/5/Add.5), chap. I.
and the Office of Internal Oversight Services was

superseded by one signed on 29 April 1999. The new

Memorandum of Understanding was prepared in

accordance with clause 14 of the first one, which provided

that existing arrangements would be reviewed in the first

half of 1999 to incorporate changes in the light of

experience gained. The thrust of the new Memorandum of

Understanding is on strengthening the structure of the
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Annex

Follow-up on action taken to implement the recommendations of the Board of
Auditors in its report for the year ended 31 December 1997

Recommendation 11 (a)
Comments of the Board

1. Review the present method of recognition ofincom@  The Board appreciates the progress made and will

so that its accounting policies and practices follow theontinue to monitor the issue.

United Nations accounting standards.

Measures taken by the Administration Recommendation 11 (c)

2. The Office of the United Natipns High Commissic_mer]_ Ensure timely submission of sub-project monitoring
for Refugees (UNHCR) sought guidance from the Adv'so%ports and ensure that funds are disbursed to the

Qommﬂteg on Adm|r_1|strat|ve and Budgetary Questions ,a%plementing partners only when required.
its Executive Committee on the Board’s recommendation.

The Advisory Committee was of the view that income
recognition for special programmes should be oaegrual
basis, while paragraph 35 of the United Nations accountiffg A database has been established to monitor certain
standards should continue to apply to trust funds. In igspects of the performance of non-governmental
report on the revised budget of UNHCR ft998 and initial Organization partners, including their ability to submit audit
estimates for 1999, the Advisory Corittee has made certificates and timely financial reports. If agencies are
recommendations on the reclassification of UNHCRNable to meet their contractual responsibilities in this
programmes, which, if approved, would resolve the isstiggard, UNHCR will not sign subsequent agreements with

Measures taken by the Administration

raised by the Board of Auditors. them. UNHCR has already decided to withhold instalments,
as from September 1998, to those agencies which have not
Comments of the Board complied with the initial request to submit the basic

h K ) he advi ¢ hinformation needed for the establishment of the above-
3.d i UNHCR as yet tzta € a‘;t'ﬁn on the a V'Cde ofth@ entioned database. In January 1999, UNHCR revised
A V|sprth0mm|ttee. The Board has commented on tr1’.‘?1apter4 of its Manual, placing more accountability on the
Issue In the present report. UNHCR country representative to establish appropriate
measures for the timely submission of sub-project
: monitoring reports by the implementing partners and to

Recommendation 11 (b) ensure that funds are disbursed to them only when needed.

4. The Board reiterates its recommendation that Comments of the Board
UNHCR should focus attention on timely review ancb

. S ) The Board will monitor the progress in future audits.
cancellation of obligations no longer required.

Measures taken by the Administration Recommendation 11 (d)

5.  Therecently established Project Unit has been made

responsible for reviewing the level of obligations and0. Monitor more closely the timing of project delivery,
ensuring that obligations are cancelled as soon as they peaticularly in those projects which are time-critical.

no longer required. Unliquidated obligations are constantly

under review and amounts no longer needed are Measures taken by the Administration

immediately cancelled. Progress in this regard is reflectﬂ The ability of the UNHCR offices to fully implement
N lt_he .goTtlgu'Pgh decrgaﬁhm the amgl:;:t remalnltng FMnual projects as originally budgeted generally depends
unliquidated at the end of the year and the percentagg, o o, prevailing field conditions and timely receipt of

represents of the total obligations for the correspondll']agnds than on an unrealistic assessment of needs or faulty

year (13.6 per centin 1998 as compared to 14.1 per C(:l":)rﬂtdgeting. Original project objectives have not always been

n 1997. and .17'3 per centin 1996). The retention Of. fund§1et because funds are often received late and because of
if required, is contingent on the existence of valid an

reliable documentary evidence.
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the often difficult working conditions in which refugee
programmes are implemented.

12.

18.
Other delays in project implementation have been due

Measures taken by the Administration

Following a memorandum issued to all
representatives and chiefs of mission in June 1998, some

to the internal procedures of UNHCR. These have largely 75 countries have submitted a progress report on the

been addressed and improvements have been made. The
time required to prepare and dispatch letters of instruction
has been significantly shortened. The programme cycle was

implementation of their country-based Machel study plans
of action. Numerous offices indicated that as a result of the
198f shortfall, they had to reduce their operational

changed in 1997 to félitate this. Budget decisions are now udigets and curtail Machel-related activities. 1899

taken early in the year to allow sufficient time to prepare
implementing instruments. Field offices now have greater
flexibility to revise budgets locally, which reduces the need
to submit amendments to Headquarters.

instructions were issued to representatives reminding them
of the priority that UNHCR attaches to the mainstreaming
of activities in favour of children and adolescents. A $4.23

million contribution received in 7998 has been

especially helpful in ensuring implementation of Machel

Comments of the Board

13. The Board’s review of programme implementatio
showed that the position isi not satisfactory. The Board
will continue to monitor implementation in future audits.

Recommendation 11 (e) 19.

study plans of action, in full partnership with non-
Iqovernmental organizations. Similar contributions will be
required to continue these efforts into 1999, allowing
UNHCR to comply with the Board’s recommendation.

Comments of the Board
The Board considers that these concerns need to be

continually addressed by UNHCR.

14. Take prompt and effective steps to ensure that

adequate sex- and age-disaggregated statistics are collected

and used in the formulation of programmes for women.

20.

15. Increasingly, refugee statistics by sex and age grou?’s

are made available through UNHCR reports to thé
Executive Committee and in other documentation. The use
of sex- disaggregated information in programme planning

is encouraged through, among other things the people-
oriented planning training programme and will be enhanced

by the new Operations Management System planning and
implementation mechanisms. As part of 1999 programming

instructions, all field offices have been requested to report
on progress in the area of refugee registration, an important
instrument for collecting demographic statistics.

Measures taken by the Administration

Recommendation 11 (g)

Develop a comprehensive monitoring and evaluation

stem to ensure that the concerns envisaged in the
nvironmental policy are addressed adequately.

Measures taken by the Administration

21. UNHCR is making efforts to ensure that
environmental concerns are appropriately incorporated into
the field operations through the inclusion of environmental
components in the Operations Management System tools,
provision of environmental training to the staff of UNHCR
and its implementing partners (starting in October 1998),

promoting field model environmental projects, supporting

field environmental workshops and deploying field

Comments of the Board

environmental coordinators. Systematic environmental data
collection and compilation is being done in various
countries. A comprehensive report on environmental policy

compliance will be prepared by mid—2000, utilizing results

of the survey. As a part of the restructuring, the former

Environment Unit has been merged with the newly created

16. The Board notes the position.
Recommendation 11 (f)
17. Encourage all field offices to respond to the Hig

Commissioner’s request so that it can make a qu'”
assessment of the work required and the funds needed

implement the Machel report on refugee children.

ﬁ_ngineering and Environmental Services Section, which

be responsible for policy coordination on

pa/ironmental issues.
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Comments of the Board has been developed and will be deployed in all field offices
starting in June 1999, with completion by the end of the
third quarter of 1999. Field deployment of the year 2000-
compliant version of MINDER is also to be completed by
Recommendation 11 (h) the end of the third quarter of 1999, while that of the
medical insurance plan system has been deployed to the
23. Take prompt action to complete the installation dJield. T.he remaining standard field systems are year 2000
MINDER in all field offices and implement all aspects ofompliant.
the system so that the records correctly reflect the ass8® Most of the programmes on Intranet development and
held by UNHCR and with the implementing partners, anggular telecommunications equipment and sources are year
improve control over the physical assets. 2000 compliant; the remaining cases will be made
compliant shortly.

22. The Board notes the position.

Measures taken by the Administration

24. Task forces were sent to Angola, the Sudan, the Comments of the Board

United Republic of Tanzania and Zambia. They set upl. The Board encourages UNHCR to ensure that systems
MINDER in the countries visited, in addition twnducting are in place and fully tested by the end of 1999 and to
a physical check of assets and providing training. Senidevelop appropriate contingency plans for continuing its
management is currently reviewing mission results argperations in the event of systems breakdown.

exploring methods for completing the asset management

task by the end of the year. In March 1999 instructions were

issued creating regional asset management boards, and

detailed guidelines were laid down for local, regional and

headquarters asset management boards.

Comments of the Board

25. The Board noted that the implementation of the
MINDER system in field offices still required
improvement. The Board has commented on this issue in
the present report.

Recommendation 11 (i)

26. Ensure that all systems are tested for year 2000
compliance with sufficient lead time to address any
deficiencies.

Measures taken by the Administration

27. For personal computers and networks, field file
servers have been upgraded to the year 2000-compliant
version of Novell Netware. File server hardware and new
e-mail servers will be purchased, where required, by the
field offices. All headquarters workstations will have been
checked and necessary internal configuration upgrades
completed by 31 May 1999. Non-compliant software will
be replaced.

28. For its mainframe-based systems, UNHCR plans
migration to the year 2000-compliant mainframe system in
advance of the September 1999 deadline set by the
International Computing Centre.

29. The year 2000-compliant version of the Financial and
Management Information System department (field offices)



A/AC.96/917
page 21

Chapter Il
Audit opinion

We have audited the accompanying financial statements comprising statements |
to Ill, schedules 1 to 10, the appendix and the supporting notes tacttmunts of the
voluntary funds administered by the United Nations High Commissioner for Refugees
for the period from 1 January to 31 Decemld&98. These financial statements are the
responsibility of the High Commissioner. Our respoiidipis to express an opinion on
these financial statements based on our audit.

We conducted our audit iaccordance with the common auditing standards of the
Panel of External Auditors of the United Nations, the specialized agencies and the
International Atomic Energy Agency. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, and as considered
by the auditor to be necessary in the circumstances, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by the High Commissioner, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for the audit opinion.

In our opinion, these financial statements present fairly, in all respects, the financial
position as at 31 Decemb#®98 and the result of operations and cash flows for the period
then ended in accordance with UNHCR stated accounting policies set out in note 2 to the
financial statements, which were applied on a basis consistent with that of the preceding
financial period.

Further, in our opinion, the transactions of the voluntary funds administered by the
High Commissioner, which we have tested as part of our audit, have in all significant
respects been in accordance with the Financial Regulations and legislative authority.

In accordance with article XlI of the Financial Regulations, we have also issued
a long- form report on our audit of the financial statements of the voluntamgd
administered by the High Commissioner.

(Signed Osei TutuPrempeh
Auditor-General of Ghana

(Signed Sir JohnBourn
Comptroller and Auditor General
of the United Kingdom of Great Britain
and Northern Ireland

(Signed Vijay KrishnaShunglu
Comptroller and Auditor General of India

29 June 1999
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Chapter I
Statement of the High Commissioner’s responsibilities
and approval of the financial statements

The United Nations High Commissioner for Refugees is ultimately responsible for
the content and integrity of the financial statements contained in the accounts of the
voluntary funds administered by the United Nations High Commissioner for Refugees,
which are submitted to the Executive Committee of the High Commissioner’s Programme
and to the General Assembly of the United Nations.

To fulfil its responsibility, UNHCR operates within prescribadcounting policies
and standards and maintains systems of internal accounting controls and procedures to
ensure the reliability of financial information and the safeguarding of assets. The internal
control systems and financial records are subject to reviews by the United Nations Audit
and Management Consulting Division of the Office of Internal Oversight Services and
the United Nations Board of Auditors during their respective audits.

In this context, the following appended financial statements, comprising statements
| to Ill, schedules 1 to 10, the appendix and the supporting notes, were prepared in
accordance with the UNHCR Financial Rules (A/AC.96/503/Rev.6) and the
United Nations common accounting standards. In management’s opinion, the
accompanying financial statements present fairly the financiatipoof the Office as
at 31 Decembet 998 and the results of its operations and its cash flows of individual
programmes, funds and accounts for the year then ended.

The accounts are hereby:

Certified: Approved:
(Signed Jean-Marig-akhouri (Signed SadakaOgata
Controller and Director United Nations High

Commissioner for Refugees

Geneva
3 March 1999
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Chapter IV
Financial statements for the year ended
31 December 1998

Notes to the financial statements

(See document A/AC.96/915, Voluntaryiids Administered by the United Nations High
Commissioner for Refugees - Accounts for the y2887).



