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EXECUTIVE SUMMARY

Audit of governance arrangements for the Common
Humanitarian Fund for Sudan

The Office of Internal Oversight Services (OIOS) conducted an audit of
governance arrangements for the Common Humanitarian Fund (CHF) for Sudan.
The overall objective of the audit was to assess the adequacy and effectiveness
of: (a) the mechanisms available to the Humanitarian Coordinator to approve
CHF projects and allocate funds; (b) the CHF support functions in Sudan in the
analysis, allocation and approval of funds to CHF projects; and (c) the
arrangements for the monitoring and evaluation of CHF projects, including those
implemented by non-governmental organizations (NGOs). The audit was
conducted in accordance with the International Standards for the Professional
Practice of Internal Auditing.

The CHF governance arrangements for Sudan have primarily focused on
the fund’s allocation process against humanitarian projects in the annual United
Nations and Partners Work Plan (the Work Plan) for Sudan. As the CHF’s
Programmatic Manager, the Office for the Coordination of Humanitarian Affairs
(OCHA\) in Sudan has made efforts to improve the CHF’s Standard Allocation
Model, which outlines the sequential steps of the allocation process.

The achievement of the CHF’s objective of timely and targeted funding
to the most critical humanitarian needs is dependent upon: (a) the coherence of
the CHF management structure and the effectiveness of its decision-making
process; (b) the extent to which the Humanitarian Coordinator relies on the CHF
management structure in making CHF allocation decisions; and (c) the
effectiveness of an accountability framework to assess and use the results of
project monitoring, evaluation and audit in subsequent CHF allocations.

Coordinated CHF allocation organized in multiple rounds each year is
time consuming for those in the CHF management structure, participating UN
agencies and non-governmental organizations. Early identification of sector and
regional priorities and criteria for project selection could expedite the annual
coordinated allocation process, and allow timely funding of critical humanitarian
needs identified in the Work Plan for Sudan.

In addition to being the Programmatic Manager for CHF in Sudan,
OCHA also received significant CHF funds for its operations in Sudan. In
addition, the Office of the Resident Coordinator/Humanitarian Coordinator
received significant funding for its own operations, and at the same time the
Humanitarian Coordinator decides on the allocation of CHF funds. There were
no safeguards in place to mitigate the perceived conflict of interest arising from
this dual role.

The Managing Agent (United Nations Development Programme) did not
perform substantive oversight functions on CHF projects implemented by NGOs,
due to lack of expertise and resources. This requires a review of the fees paid to
the Managing Agent, and also mitigating controls to address the absence of
substantive oversight on CHF funds allocated to NGOs.
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I. INTRODUCTION

1. The Office of Internal Oversight Services (OIOS) conducted an audit of
governance arrangements for the Common Humanitarian Fund (CHF) for Sudan.
This audit was conducted in coordination with the internal audit services of UN
agencies participating in the CHF for Sudan. It was conducted in accordance

with the International Standards for the Professional Practice of Internal
Auditing.
2. The CHF for Sudan was established in 2006 and is an in-country pooled

funding mechanism for humanitarian activities. The contributions to the CHF for
Sudan have been received from the governments of the United Kingdom, the
Netherlands, Sweden, Norway, Ireland, Spain and Denmark. Table 1 provides an
analysis of CHF income, allocation and unallocated funds for the period from

2006 to 2009.

Table 1: Analysis of CHF income, allocation and unallocated funds

2009

2006 2007 2008 | (Estimates) | Total

$'000 $'000 $'000 $'000 $'000
Income
Donors contribution 172,387 | 167,062 | 149,627 117,341 | 606,417
Earned interests 974 4,532 5,506

172,387 | 168,036 | 154,159 117,341 | 611,923
Allocation and fees
OCHA 8,768 6,650 2,619 1,250 19,287
ORCHC* 3,041 3,894 6,475 1,650 15,060
Other organizations 153,946 | 137,835 | 141,817 99,637 | 533,135
Administrative Agent fees 1,457 1,167 2,188 1,024 5,836
Total allocation and fees| 167,212 | 149,546 | 153,099 103,461 | 573,318
Surplus of income 5175 | 18,490 1,060 13,880 | 38,605
Unallocated fund
Balance brought forward - 5,175 23,665 24,725 -
Balance carried forward 5,175 23,665 24,725 38,605 38,605

Source:
Note:

report, it also includes the Resident Coordinator’s Support Office.

CHEF Sudan’s certified annual financial statements, allocation statistics, and 2009 interim report.
* ORCHC: Office of the Resident Coordinator/ Humanitarian Coordinator. For the purpose of this

3. Under the overall responsibility of the Humanitarian Coordinator (HC),

the CHF aims to target funds at the most critical humanitarian needs in the annual
UN and Partners Work Plan (Work Plan) for Sudan, and allow rapid response to
unforeseen humanitarian needs. The HC’s responsibility for CHF is set out in the
terms of reference (TOR) for CHF and in the annual compact between the HC
and the Emergency Relief Coordinator, who is also the Under-Secretary-General
for Humanitarian Affairs (OCHA).

4. The HC can set aside up to 10 per cent of funds committed to the CHF as
rapid response reserve for unforeseen or emergency circumstances. The



remaining portion of CHF is allocated to participating UN organizations, the
International Organization for Migration and non-governmental organizations
(NGOs) as implementing partners in an elaborate prioritization and allocation
process. NGOs involved in the Work Plan have access to CHF through the
United Nations Development Programme (UNDP) acting as CHF’s Managing
Agent and exercising the oversight function as a participating UN organization.
In addition, UNDP administers CHF as the fund’s Administrative Agent under its
financial regulations and rules.

5. The allocation process starts annually after the launch of the annual
Work Plan for Sudan, which is used as the CHF’s primary allocation tool.
Multiple allocation rounds may be organized throughout the year depending on
the availability of donor contributions to CHF.

6. In deciding CHF allocation, the HC can exercise flexibility in applying
the allocation procedures. The Technical Support Unit assists the HC in
managing the allocation of pooled funds to participating organizations, and
providing policy and programmatic support on the entire CHF process to both the
HC and participating organizations. The Technical Support Unit is also the
secretariat of the CHF Advisory Group, which was established to review and
advise the HC on: (a) proposed allocations to organizations; and (b) policy
guidelines and other issues related to the CHF. Both OCHA and the Office of the
Resident Coordinator/Humanitarian Coordinator have received CHF funding to
cover the costs of coordinating humanitarian operations. UNDP gets a fixed
percentage for its role as Administrative Agent and Managing Agent.

7. Comments made by OCHA are shown in italics.

II. AUDIT OBJECTIVES

8. The main objectives of the audit were to assess the adequacy and
effectiveness of:

@ The mechanisms available to the HC to approve CHF projects
and allocate funds;

(b) The CHF support functions in Sudan in the analysis, allocation
and approval of funds to CHF projects; and

(© The arrangements for the monitoring and evaluation of CHF
projects, including those implemented by NGOs.

1. AUDIT SCOPE AND METHODOLOGY

9. The audit covered the period from January 2008 to January 2010. The
fieldwork was conducted in Khartoum, Sudan and included an analysis of CHF
data, reports and documents. Discussions were also held with the HC, the
Advisory Group members, cluster leads, UNDP officials in Sudan, and OCHA



officials in Headquarters and in Sudan. The audit also included observation of the
allocation process.

IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Terms of reference

Terms of reference for the Common Humanitarian Fund for Sudan requires
refinement and updating

10. As shown in Annex 2, the CHF management structure consisted of the
HC, the Advisory Group, the Administrative Agent, the Technical Support Unit,
the Monitoring and Evaluation Unit, the Managing Agent, the Working Group,
cluster leads and the Office of the Deputy Resident Coordinator in South Sudan.
The terms of reference (TOR) for CHF did not identify the complete
management structure, and no separate TOR were developed and formalized for
each of the functions summarized in Annex 3. The detailed TOR for each
function would ensure clarity, coherence and efficiency of management
activities. Furthermore, the CHF TOR referred to a Monitoring and Evaluation
Unit, which did not exist anymore in the actual CHF management structure.
Moreover, although the CHF TOR referred to the Technical Support Unit, its
roles and responsibilities in the CHF allocation and approval process were not
defined.

11. In addition, the CHF TOR did not provide for a formal relationship
between the Technical Support Unit residing in the OCHA country office and the
Administrative Agent located in the UNDP local office. The CHF TOR only
specifies the Administrative Agent’s responsibilities in administering CHF with
periodic financial reporting requirement, but does not describe its working
relationship with the Technical Support Unit. A formal relationship between the
two would improve operational efficiency and effectiveness.

12. Therefore, it is not clear to what extent the HC can rely on the CHF
management structure in discharging his responsibilities for CHF.

Recommendation 1

(1) The Humanitarian Coordinator for Sudan should
revise and clarify the terms of reference (TOR) for the
Common Humanitarian Fund (CHF) for Sudan, by: (a)
identifying all of the functions participating in the CHF
management structure; (b) developing detailed TOR for
these functions; and (c) clarifying the relationship between
the Technical Support Unit and the Administrative Agent in
the CHF allocation and approval process.

13. The OCHA Management accepted recommendation 1 and stated that it
has been aware of the issue for quite some time, and work has been done on
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defining roles and responsibilities of organizations participating in the CHF
management structure. Given that UNDP and OCHA are the main participants
in the management structure and as such each carries out diverse tasks, it will
most definitely help to clarify their working relationship and explore ways to
become more effective in delivering on the core objective of the CHF. The HC
should also include the M&E component as part of the revision of the TOR.
Recommendation 1 remains open pending submission to OlOS of a copy of the
revised TOR.

CHF process has not been seen as a fully integrated process

14. The management of CHF has not been seen as a fully integrated process
for the whole of Sudan despite the TOR provision that the CHF should operate as
a single fund. For example, under project code SUD-09/CCS18, which was not
included in the Sudan 2009 Work Plan, an allocation of $1,500,000 was made on
5 April 2009 to the Emergency Response Fund (ERF) for Southern Sudan as the
recipient organization. The purpose of the allocation was for the “management of
ERF, supporting contracting and disbursement process, and monitoring and
evaluation of project implementation in Southern Sudan”. A similar allocation of
$1,480,873 was made on 6 February 2008 under the project code SUD-
08/CCS16 in the Sudan 2008 Work Plan to ERF Southern Sudan with the
allocation letter addressed to UNDP.

15. ERF Southern Sudan is neither a participating UN organization nor an
NGO to be eligible for CHF funding. ERF Southern Sudan is also not part of the
established CHF management structure. It is not clear from the CHF TOR,
allocation policy papers and allocation reports why allocations to ERF Southern
Sudan were addressed to UNDP in 2008 and to OCHA in 2009. OIOS was
informed that the CHF allocation for Southern Sudan follows a different process
from the rest of the country. In February 2009, a brief presentation was made to
the Advisory Board on the allocation process in Southern Sudan. However, the
details regarding any difference in the allocation process for Southern Sudan had
not been documented in the allocation policy papers.

Recommendation 2

2 The Humanitarian Coordinator for Sudan should
ensure that a single and fully integrated allocation process
for the Common Humanitarian Fund is applied throughout
Sudan.

16. The OCHA Management accepted recommendation 2 and stated that its
implementation is in progress. A single allocation process for the entire country
shall be reflected in the revised TOR for the CHF for Sudan. Recommendation 2
remains open pending receipt of the revised TOR for the CHF for Sudan
identifying the single allocation process for the whole country, and confirmation
that the process is followed.



B. Accountability, reporting, monitoring and evaluation

Reporting, monitoring and evaluation framework is yet to be finalized

17. The TOR defines CHF as a mechanism whereby donors can fund
projects within an agreed structure for joint coordination, monitoring and
evaluation under the HC’s overall authority. The TOR provides for a monitoring
and evaluation function to assist the HC in monitoring and evaluating the impact
and effectiveness of the Work Plan. However, project level monitoring and
evaluation was to be conducted in accordance with the individual participating
UN organization’s regulations, rules and procedures. A dedicated monitoring
and evaluation function with $5 million of CHF funding existed in the Office of
the Resident Coordinator/ Humanitarian Coordinator, but this function has been
discontinued.

18. In the absence of a framework for monitoring and evaluation of CHF
projects, performance indicators for individual projects were established
separately and could not be consolidated to the sector and country levels. The
CHF’s Technical Support Unit identified this deficiency in 2009 and is
addressing it in the draft framework for monitoring and reporting for CHF Sudan.
However, no timeline has been set for finalizing the framework.

Recommendation 3

3 The Humanitarian Coordinator for Sudan should
finalize the reporting, monitoring and evaluation framework
for the Common Humanitarian Fund for Sudan.

19. The OCHA Management accepted recommendation 3 and stated that its
implementation is in progress. This is part of the revision of the TOR for the
CHF. The obijectives, scope, information needs and utilization of the M&E
component of the CHF will be specified and defined in the revised TOR for the
CHF for Sudan. Recommendation 3 remains open pending submission to Ol0S
of a copy of the final framework for reporting, monitoring and evaluation for the
CHF for Sudan.

Monitoring, evaluation and audit results not used in the CHF allocation process

20. The accountability of CHF implementing agencies to the HC is limited to
the submission of project implementation reports. There was no requirement for
the implementing agencies to submit the results of monitoring, evaluation and
audits for these to be used in project approval and fund allocation. The CHF
TOR requires that Work Plan monitoring and evaluation results are submitted to
the HC, the Advisory Group and the participating UN organizations for review.
The overall effectiveness and efficiency of CHF project implementation could be
improved by using the monitoring and evaluation results in the allocation
process.



Recommendation 4

(@) The Humanitarian Coordinator for Sudan should use
the monitoring, evaluation and audit results of implementing
agencies in the allocation process in order to improve the
overall effectiveness and efficiency of the implementation of
Common Humanitarian Fund projects.

21. The OCHA Management did not accept recommendation 4 and stated
that its implementation is not feasible with current resources. In addition, it will
slow down the allocation process as much of it will be contingent on UN
agencies’ M&E cycles, which are not harmonized. However, OCHA will asses
the feasibility of implementing the recommendation, determine the value added
and resource requirements needed to undertake this activity, taking into
consideration the size of CHF Sudan. A feasibility review has been requested,
with options, by the fourth quarter of 2010 for implementation in 2011. OIOS
acknowledges OCHA'’s response, but wishes to explain the importance of the
recommendation in ensuring the proper allocation of CHF funds. OI1OS therefore
urges OCHA to reconsider its initial position on this recommendation, which will
remain open pending submission to OIOS of the revised allocation process for
CHF for Sudan, incorporating the results of monitoring, evaluation and audit in
allocation criteria.

Results of CHF funded projects are not published

22, While the allocation to individual projects is published on the CHF
website, individual project performance results are not published. Furthermore,
on occasions, UNDP reported that it was unable to recover from participating UN
organizations unused CHF funds available at the project completion date due to
lack of reporting on project performance. The current TOR for the CHF for
Sudan requires the Humanitarian Coordinator to ensure that periodic reports on
the progress of implementation of projects and programmes funded by CHF are
posted, for public information on the official website of the Sudan CHF.
Publication of individual project results enhances accountability and transparency
in the implementation of CHF projects. It is also an advocacy tool for CHF
contributions and supports in generating funds for humanitarian operations in
Sudan.

Recommendation 5

(5) The Humanitarian Coordinator for Sudan should
require the publication of project performance results on the
Common Humanitarian Fund for Sudan website in order to
enhance accountability and to sustain donor support for
humanitarian operations in Sudan.

23. The OCHA Management did not accept recommendation 5 and stated
that output reporting per project is available online, and interim and annual
reporting on the use of the entire fund is done as required in the CHF TOR. Itis
more important to be able to demonstrate results for the fund as a whole, given

6



that a project performance reporting and M&E system is in place. OIOS noted
that only a few agencies, such as the World Food Programme, the United Nations
Children’s Fund, the United Nations High Commissioner for Refugees, the
United Nations Mine Action Service for 2006 and 2007, and the World Health
Organization and the Food and Agriculture Organization for 2008, have project
reports or programmatic/standard agency reports posted in the Report Centre of
the website of the CHF for Sudan. More often, outputs in those reports are not
explicitly identified to CHF funding. O10S also noted that a project performance
reporting and M&E system at project level has not been put in place.
Nevertheless, the current TOR for the CHF for Sudan requires the Humanitarian
Coordinator to ensure that periodic reports on the progress of implementation of
such projects and programmes funded by CHF are posted, for public information
on the official website of the Sudan CHF. Also, the biggest CHF donor for Sudan
has expressed the desire to see the outputs and results of CHF funded projects
published. OIOS, therefore, urges OCHA to reconsider its initial position on the
recommendation, which will remain open pending the publication of project
performance results on the Common Humanitarian Fund for Sudan website.

C. Staffing of the Technical Support Unit

Vacancies in the Technical Support Unit

24, The post of the head of the Technical Support Unit was vacant for five
and a half months from January to June 2009, a critical period for the 2009
coordinated allocation process. In addition, the contracts of two professionals at
the P-3 and P-4 levels will be expiring around June 2010. OCHA needs to renew
their contracts or recruit new staff on a timely basis and allow a takeover period
to transfer responsibilities between outgoing and incoming staff.

25. It is expected that the staff turnover in Sudan may be higher than most
other locations.  Therefore, it is crucial that OCHA plans ahead for the
replacement of staff leaving Sudan.

Recommendation 6

(6) The OCHA Administration should fill vacant posts in
the Technical Support Unit of the Common Humanitarian
Fund for Sudan in a timely manner to ensure continuity in
operations.

26. The OCHA Management accepted recommendation 6 and stated that it
wants to assess whether the current staffing level is sufficient to support all
activities of the Technical Support Unit. Recommendation 6 remains open
pending submission to OIOS of documentation showing that vacant posts in the
Technical Support Unit are filled in a timely manner.



D. Risk of perceived conflict of interest

Proper safequards are necessary to avoid any appearance of conflict of interest

27. Procedurally, the Resident Coordinator/Humanitarian Coordinator
oversees the allocation process and approves disbursements, and OCHA is the
Programmatic Manager of the CHF for Sudan. Notwithstanding these
responsibilities, OCHA in Sudan received $19.3 million and the Office of the
Resident Coordinator/Humanitarian Coordinator (ORCHC) received $15 million
from CHF between 2006 and 2009. Part of the funds allocated to OCHA and the
ORCHC was to cover the direct costs of managing CHF. This has placed OCHA
and the ORCHC in the position of competing directly with other organizations
for CHF funds while at the same time being part of the management and having
significant decision-making authority in the CHF process. Proper safeguards are
necessary to preserve transparency and to protect the reputation of OCHA and
the Humanitarian Coordinator in the CHF allocation and approval process.

Recommendation 7

@) The Office for the Coordination of Humanitarian
Affairs should establish necessary controls in the Common
Humanitarian Fund (CHF) terms of reference to mitigate
any perceived conflict of interest in using CHF to fund
activities and projects by the Programmatic Manager and
the Office of the Resident Coordinator/Humanitarian
Coordinator for Sudan.

28. The OCHA Management accepted recommendation 7 and stated that
OCHA as both CHF programmatic manager and recipient of CHF funding for its
core activities can be perceived as a conflict of interest. OCHA, however, has not
been able to secure funding for all of its core activities outside the CHF, and will
have to continue to rely on the CHF for the funding of such activities. The
necessary controls to mitigate perceived conflict of interest will be articulated in
the TOR for the CHF for Sudan, and in the TOR of the Review Board and
Advisory Board. Recommendation 7 remains open pending receipt of measures
in the TOR for the CHF for Sudan to mitigate perceived conflict of interest in
using CHF to fund core activities and projects by the Programmatic Manager and
the ORCHC for Sudan.

E. Managing Agent

Managing Agent fees require review and adjustment

29. Under the CHF TOR and the Memorandum of Understanding (MOU)
between the HC and the UN agencies, UNDP acts as the Managing Agent on
CHF’s direct allocations to NGOs. The Managing Agent charges seven per cent
of these allocations as management fees for performing both substantive and
financial oversight. UNDP, however, does not have the resources and expertise to
perform substantive oversight and does not intend to exercise this function in the
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future. It only provides financial oversight on CHF projects implemented by
NGOs.

30. The Managing Agent fees currently being paid to UNDP may not be
justified given the current level of oversight services performed. Therefore, the
current Managing Agent fees require review and adjustment to reflect the actual
level of oversight services received from UNDP. There is also a need to establish
compensating controls to mitigate the risks arising from a lack of a substantive
oversight mechanism.

Recommendations 8 and 9
The Humanitarian Coordinator for Sudan should:

(8) Adjust the Managing Agent fees to cover only the
financial oversight services performed by UNDP as the
Managing Agent for the Common Humanitarian Fund for
Sudan; and

9 Consider instituting compensatory controls to
mitigate risks arising out of the lack of substantive oversight
over funds allocated to non-governmental organizations from
the Common Humanitarian Fund for Sudan.

31. The OCHA Management accepted recommendation 8 and stated that
although it agrees with the recommendation, it is uncertain about a possible
expanded role of UNDP in the revised CHF TOR or the degree of flexibility of
regulations and rules governing UNDP’s role in this regard. Recommendation 8
remains open pending receipt of confirmation that the Managing Agent fees have
been adjusted to cover only the oversight services performed by UNDP.

32. The OCHA Management did not accept recommendation 9 and stated
that this issue is outside the remit of this audit, and the UNDP audit of the CHF
should be the source of direction on the feasibility of this approach. This should
be taken into account while determining the working modality between UNDP
and OCHA and the details of the M&E framework that is currently being drafted.
While OlOS understands OCHA’s response, lack of substantive oversight over
CHF funds allocated to NGOs is a key control weakness which calls for
instituting compensating controls since the Managing Agent has no resources or
intention to perform this function. Therefore, OIOS requests OCHA to reconsider
its initial position on the recommendation, which will remain open pending
confirmation of the implementation of controls to mitigate risks arising from the
lack of substantive oversight of CHF funds allocated to NGOs.

F. Allocation process

Standard allocation model needs to be further improved

33. There are strong linkages between the annual Work Plan and the CHF
allocation process. The Work Plan is CHF’s primary allocation tool to fund
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projects. The CHF aims at strengthening the planning and coordination process,
ties the funding allocation to broader participation in the Work Plan, and seeks to
secure early commitment of funds for humanitarian operations. As stated in the
CHF TOR, the objectives of the activities funded under the CHF are also
elaborated in the Work Plan. In addition, the priorities and criteria for project
selection can be identified independently from indicative donor contributions
setting the first step in the allocation process. Therefore, there is a synergy for the
early identification of CHF priorities and criteria for project selection at the time
of finalizing the Work Plan to allow early allocation and disbursement of CHF
funds, and reduce time pressure on those in the CHF management structure,
participating UN organizations and NGOs in the process.

34. The CHF Standard Allocation Model specifies sequential steps required
in the CHF’s coordinated allocation process. The Model had been reviewed and
streamlined from time to time, most recently in December 2009. Based on a
review by CHF focus groups, the latest revision in December 2009 changed the
sequence of allocation steps, such as switching the order between the
identification of priorities/criteria for project selection and the development of
allocation policy paper. The Model, however, did not indicate the timeframe for
the first round of CHF annual allocation. Such a timeframe was included in the
allocation policy papers, which were drafted and finalized only at the time of
each allocation round. Therefore, the participating UN organizations and NGOs
had no indication of the timeframe in advance for planning purposes.

35. The first round of CHF’s coordinated allocation starts in January each
year. Priorities and criteria for project selections are determined in sector/cluster
meetings and workshops. These meetings and workshops are organized around
mid January, about six weeks after the completion and launch of the Work Plan
for Sudan. Participating UN agencies and NGOs have about one week to prepare
and submit project proposals for review and selection. The process could be
erratic given the need to further analyze and repackage the projects originally
included in the Work Plan by participating UN organizations and NGOs for CHF
funding. As an example, 54 projects originally classified under early recovery
and development in the Work Plans between 2006 and 2009 were analyzed, and
got their humanitarian components funded by 64 allocations of $17.6 million
from CHF. Apart from special allocations, disbursements were made around mid-
March at the earliest, although CHF allocation policy papers planned for
disbursement in mid-February.

Recommendation 10

(10)  The Humanitarian Coordinator for Sudan should
formalize the timeframe of the coordinated allocation
process in the Standard Allocation Model for the Common
Humanitarian Fund for Sudan, and identify priorities and
criteria for project selection at the time of finalizing the
Work Plan in order to start the allocation process early on.

36. The OCHA Management accepted recommendation 10 and stated that its
implementation is in progress. This is definitely desirable and efforts need to be
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continued to further clarify processes and outline a concrete timeline for the
allocation process. OCHA and the CHF Working Group will consult and
determine a realistic timeframe, which is primarily dependent on timely and
predictable funding by donors and post-Work Plan availability of partners,
which usually takes place from mid-December to mid-January, a four-week
system-wide consultative process. Recommendation 10 remains open pending
confirmation of the implementation of a formalized timeframe of the coordinated
allocation process in the Standard Allocation Model and the identification of
priorities and criteria for project selection at the time of finalizing the Work Plan.

Project ranking is critical to expediting the annual allocation process

37. The timing of donor commitments and contributions has affected the
coordinated annual allocation rounds and their scheduling. Although the CHF
Technical Support Unit maintained close consultation with donors, it still faced
challenges in estimating the level and timing of funds available for allocation.
Multiple coordinated allocation rounds are organized when the level of
contributions is higher than the initial estimate. But organizing such allocation
rounds in compliance with the Standard Allocation Model is burdensome and
time consuming for those in the CHF management structure, participating UN
organizations and NGOs. On the other hand, the transparency of the allocation
process could be questioned if the HC exercises discretionary authority in
applying procedures in the CHF Standard Allocation Model.

38. There were two coordinated allocations in the years 2007 and 2008, and
three allocations in 2009. The uncertainty of timing and number of annual
coordinated allocation exercises could be mitigated if CHF project proposals
were reviewed and ranked once a year, and if this project ranking was used in
allocation decisions throughout the year as funds become available. This could
eliminate the need to organize multiple allocation rounds in a year, and allow the
allocation process to start earlier while consultation with donors is taking place.

Recommendation 11

(11) The Humanitarian Coordinator for Sudan should
establish a project ranking system for annual disbursements
from the Common Humanitarian Fund for Sudan early so as
to avoid the need to organize multiple coordinated allocation
rounds during the year.

39. The OCHA Management partially accepted recommendation 11 and
stated that the project ranking system already exists. Also, the ranking system is
time sensitive and new projects may need to be considered after the first round,
as the CHF mandate allows the HC to have flexibility to respond to urgent
humanitarian needs on the ground as they arise. OlIOS, however, notes that the
CHF TOR allows the Humanitarian Coordinator to set aside up to 10 per cent of
the fund committed to the CHF as rapid response reserve, which had not been
fully utilized in Sudan, to respond to unforeseen circumstances. OlOS, therefore,
urges OCHA to fully use the rapid response reserve as permitted in the CHF
TOR, and reconsider its initial position on the recommendation.
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Recommendation 11 remains open pending submission to OlOS of a copy of an
institutionalized Standard Allocation Model using project ranking to avoid
multiple coordinated allocation rounds during the year.

Special allocations require clarity and definition

40. Special allocation is not defined in the CHF TOR but was first
introduced in the second allocation round in 2008. The level of funding under
this category in the allocation policy paper varied in both relative and absolute
terms from one allocation to the other. The use of special allocation as a separate
funding category has caused some confusion especially for NGOs, partly because
it has been used for different activities and purposes from time to time. The
special allocation was used for emergency response, emergency preparedness and
cross sector activities such as the Sudan household survey and environmental
programming. It was also used to fund: (a) time sensitive humanitarian
operations such as seeds and non-food items; and (b) common services such as
the CHF Technical Support Unit and the United Nations Humanitarian Air
Service.

41. The level of proposed special allocations had grown and reached nearly
20 per cent of the total allocation in 2010. It is almost double the maximum level
of the rapid response reserve, which is set at 10 per cent. Therefore, special
allocations should be defined and formalized in the CHF TOR to ensure clarity in
the allocation process.

Recommendation 12

(12)  The Humanitarian Coordinator for Sudan should
formalize the purpose, criteria, scope and level of the special
allocations in the Common Humanitarian Fund’s terms of
reference.

42. The OCHA Management accepted recommendation 12 and stated that
the CHF Working Group, coordinated by OCHA, will draft the purpose, criteria,
scope and level of the special allocations in the third quarter, have the criteria
endorsed in the fourth quarter and expect implementation in 2011.
Recommendation 12 remains open pending submission to OIOS of a copy of the
CHF TOR defining the purpose, criteria, scope and level of the special
allocations.

No policy on the use of unallocated donor contributions and earned interest

43. As at 31 December 2009, CHF Sudan had approximately $38 million in
unallocated donor contributions and earned interest. The CHF TOR do not
specify how earned interest and unallocated balances from prior years should be
used. The CHF allocation policy paper also did not consider unallocated donor
contributions and earned interest from prior years, and only took into account
donor contributions in that particular year for allocation.
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44, It is time consuming for the CHF’s Technical Support Unit in the
allocation process to estimate the amount and anticipate the timing of donor
contributions; hence, the prolonged allocation process and delayed
disbursements. While the unallocated prior-year contributions and earned interest
remained idle, the allocation process was still dependent upon the timing of
current-year donor commitments and contributions.

Recommendation 13

(13) The Humanitarian Coordinator for Sudan should
establish a policy on the use of unallocated donor
contributions and earned interest so that the allocation
process of the Common Humanitarian Fund for Sudan is not
entirely dependent wupon the current vyear donor
commitments and contributions.

45, The OCHA Management accepted recommendation 13 and stated that it
will implement the recommendation by the end of the third quarter of 2010, in
consultation with UNDP. Recommendation 13 remains open pending submission
to OlIOS of a copy of an institutionalized policy on the use of unallocated donor
contributions and earned interest.

OCHA received CHF allocation via UNDP and outside of its cost plan

46. In the first CHF allocation round of 2009, $300,000 was awarded for
camp coordination in Darfur under project code SU-09/CCS17. This project was
neither included in the Work Plan nor reported as an emergency allocation in the
CHEF for Sudan’s 2009 interim report, or specifically included in the Policy Paper
for the first CHF 2009 allocation. It is, therefore, not clear if the allocation was
made for the Work Plan projects or was a separate allocation from the rapid
response reserve as defined in the CHF TOR.

47. Since OCHA could not receive CHF funding for activities outside its
cost plan, the allocation was awarded to UNDP on behalf of the OCHA Sudan
country office. The OCHA country office eventually received this allocation
under a project agreement with UNDP. This allocation is not in keeping with the
CHF TOR because UNDP, in its capacity as Managing Agent, should only
receive allocations on behalf of NGOs. It appears that the arrangements
circumvented the annual cost plan process within OCHA. The 2009 allocation
was conducted in the period when the post of the head of the CHF Technical
Support Unit was vacant.

Recommendation 14

(14) The OCHA Country Office in Sudan, as the
Programmatic Manager for the Common Humanitarian
Fund (CHF) for Sudan, should formally revise its cost plan
in order to receive CHF funding, and classify CHF
allocations correctly under the rapid response reserve or
Work Plan projects.
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48. The OCHA Management accepted recommendation 14 and stated that
the $300,000 allocation for camp coordination is a special allocation to OCHA
by the HC. Based on the action taken by OCHA, recommendation 14 has been
closed.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX 1

REET Recommendation Risk category R'.Sk C{ Actions needed to close recommendation Implemenztatlon
no. rating 0 date
1 The Humanitarian Coordinator for Sudan Governance High O | Receipt of clarification in the revised TOR | 4th quarter 2010
should revise and clarify the terms of for the CHF for Sudan in respect of: (a)
reference (TOR) for the Common relationship between the Technical Support
Humanitarian Fund (CHF) for Sudan, Unit and the Administrative Agent in the
including: (a) identifying all of the CHF allocation and approval process; and
functions participating in the CHF (b) identification of all functions
management structure; (b) developing participating in the CHF management
detailed TOR for these functions; and (c) structure, and receipt of detailed TORs for
clarifying the relationship between the these functions.
Technical Support Unit and the
Administrative Agent in the CHF
allocation and approval process.
2 The Humanitarian Coordinator for Sudan | Strategy Medium O | Receipt of the revised TOR for the CHF for | 3rd quarter 2010
should ensure that a single and fully Sudan identifying the single allocation
integrated allocation process for the process for the whole country, and
Common Humanitarian Fund is applied confirmation that the process is followed.
throughout Sudan.
3 The Humanitarian Coordinator for Sudan | Governance Medium O | Receipt of the operationalised framework 3rd quarter 2010
should finalize the reporting, monitoring for reporting, monitoring and evaluation
and evaluation framework for the Common for the CHF for Sudan.
Humanitarian Fund for Sudan.
4 The Humanitarian Coordinator for Sudan | Operational High O | Receipt of revised allocation process for Not provided
should use the monitoring, evaluation and CHF for Sudan, incorporating the results of
audit results of implementing agencies in monitoring, evaluation and audit in
the allocation process in order to improve allocation criteria.
the overall effectiveness and efficiency of
Common Humanitarian Fund project
implementation.
5 The Humanitarian Coordinator for Sudan | Governance Medium O | Publication of project performance results | Not provided

should require the publication of project
performance results on the Common
Humanitarian Fund for Sudan website in
order to enhance accountability and to

on the Common Humanitarian Fund for
Sudan website.




REETL Recommendation Risk category R'.Sk C{ Actions needed to close recommendation Implemenztatlon
no. rating 0 date
sustain donor support for humanitarian
operations in Sudan.
6 The OCHA Administration should fill | Governance Medium O | Receipt of evidence that vacant posts in the | 4th quarter 2010
vacant posts in the Technical Support Unit Technical Support Unit are filled in a
of the Common Humanitarian Fund for timely manner.
Sudan in a timely manner to ensure
continuity in operations.
7 The Office for the Coordination of | Governance High O | Receipt of measures in the TOR for the 4™ quarter 2010
Humanitarian Affairs should establish CHF for Sudan to mitigate perceived
necessary controls in the Common conflict of interest in using CHF to fund
Humanitarian Fund (CHF) terms of core activities and projects by the
reference to mitigate any perceived conflict Programmatic Manager and the Office of
of interest in using CHF to fund activities the Resident Coordinator/ Humanitarian
and projects by the Programmatic Manager Coordinator for Sudan.
and the Office of the Resident Coordinator/
Humanitarian Coordinator for Sudan.
8 The Humanitarian Coordinator for Sudan | Financial Medium O | Receipt of confirmation that the Managing | 1% quarter 2011
should adjust the Managing Agent fees to Agent fees have been adjusted to cover
cover only the financial oversight services only the oversight services performed by
performed by UNDP as the Managing UNDP.
Agent for the Common Humanitarian Fund
for Sudan.
9 The Humanitarian Coordinator for Sudan | Governance High O | Receipt of satisfactory mitigating controls | Not provided
should consider instituting compensatory to mitigate risks arising out of the lack of
controls to mitigate risks arising out of the substantive oversight over funds allocated
lack of substantive oversight over funds to non-governmental organizations from
allocated to non-governmental the Common Humanitarian Fund for
organizations  from  the = Common Sudan.
Humanitarian Fund for Sudan.
10 The Humanitarian Coordinator for Sudan | Strategy High O | Receipt of a formalized timeframe of the 4™ quarter 2010

should formalize the timeframe of the
coordinated allocation process in the
Standard  Allocation Model for the
Common Humanitarian Fund for Sudan,
and identify priorities and criteria for
project selection at the time of finalizing
the Work Plan in order to start the

coordinated allocation process in the
Standard Allocation Model requiring
identification of priorities and criteria for
project selection at the time of finalizing
the Work Plan.
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REETL Recommendation Risk category R'.Sk C{ Actions needed to close recommendation Implemenztatlon
no. rating 0 date
allocation process early-on.
11 The Humanitarian Coordinator for Sudan | Strategy Medium O | Receipt of an institutionalized Standard Not provided
should establish a project ranking system Allocation Model using project ranking to
for annual disbursements from the avoid multiple coordinated allocation
Common Humanitarian Fund for Sudan rounds during the year.
early so as to avoid the need to organize
multiple coordinated allocation rounds
during the year.
12 The Humanitarian Coordinator for Sudan | Strategy Medium O | Receipt of the CHF TOR defining purpose, | 4™ quarter 2010
should formalize the purpose, criteria, criteria, scope and level of the special
scope and level of the special allocations in allocations.
the Common Humanitarian Fund’s Terms
of Reference.
13 The Humanitarian Coordinator for Sudan | Strategy Medium O | Receipt of an institutionalized policy on the | 4™ quarter 2010
should establish a policy on the use of use of unallocated donor contributions and
unallocated donor contributions and earned earned interest.
interest so that the allocation process of the
Common Humanitarian Fund for Sudan is
not entirely dependent upon the current
year donor commitments and contributions.
14 The OCHA Country Office in Sudan, as | Strategy Medium C | Action completed. 4™ quarter 2010

the Programmatic Manager for the
Common Humanitarian Fund (CHF) for
Sudan should formally revise its cost plan
in order to receive CHF funding, and
classify CHF allocations correctly under
the rapid response reserve or Work Plan
projects.

1. C =closed, O = open
2. Date provided by OCHA in response to recommendations.
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ANNEX 2
Organizational Chart
Common Humanitarian Fund for Sudan

The Humanitarian Coordinator
(also Resident Coordinator/
I_ Deputy Special Representative

of the Secretary-General) M&E Unit

Advisory Group

(chaired by the HC) (discontinued)
Office of the Deputy
Resident Coordinator/
Working Grou Programmatic Administrative Humanitarian Coordinator
9 p Manager Agent in South Sudan
(OCHA Sudan) (UNDP)

Managing Agent
Cluster leads (UNDP)

Note: The chart is developed by OIOS based on CHF documents



ANNEX 3
ROLES AND RESPONSIBILITIES OF CHF GOVERNANCE ACTORS IN SUDAN

The Humanitarian Coordinator for Sudan

o Oversee, manage and guide the CHF allocation process. Exercise overall authority for CHF’s

joint-coordination, monitoring and evaluation.

Approve CHF allocation guidelines detailing the allocation process.

Apply allocation procedures with some discretion to retain flexibility in humanitarian response.

Determine humanitarian priorities to which CHF funds are allocated.

Determine the level of rapid response reserve.

Allocate CHF resources to projects within Work Plan and emergency response projects according

to agreed procedures. Issue allocation letters and approve CHF disbursement.

Chair the Advisory Group and provide reports to the Advisory Group.

. Manage the process of monitoring and evaluating the impact and effectiveness of Work Plan
delivery.

. Coordinate with participating UN organizations and the International Organization for Migration
to establish an action plan to implement recommendations from the Monitoring & Evaluation
(M&E) function.

. Commission an independent lesson learned exercise related to the operation of the CHF.

. Ensure posting on public website of CHF allocations, project implementation progress reports,
external evaluation reports, decision of the Advisory Group, summary sheet of approved
allocations, semi-annual financial and narrative progress reports, etc.

o Mobilizing resources for the CHF. Decide, at the termination of CHF, the use of remaining CHF
funds in CHF account and in individual participating UN organization/ International Organization
for Migration account, in consultation with those organizations and donors.

Programmatic Manager/ Technical Support Unit (OCHA Sudan)

. Support the Humanitarian Coordinator in his/ her role in the Common Humanitarian Fund for
Sudan.
o In charge of managing the allocation process, including improving the allocation model,

developing allocation policy paper, reviewing regional and sector meeting minutes on CHF
allocation at project level

. Take over the M&E function from the M&E Unit in the Office of the Resident Coordinator/
Humanitarian Coordinator.
. Prepare interim and annual CHF reports.

Administrative Agent (UNDP)

. Sign a standard Memorandum of Understanding (MOU) with Participating UN Organizations, the
Office for the Coordination of Humanitarian Affairs (OCHA) and International Organization for
Migration.

. Administer the CHF under UNDP’s financial regulations and rules for uniform and consolidated
financial reporting.

. Sign standardized letter of agreement with donors and receive donors’ contributions in the
established CHF account.

o Maintain rapid response reserve as directed by the Humanitarian Coordinator.

) Provide financial reports on the CHF account to the Humanitarian Coordinator, donors and the

Advisory Group, including (i) Monthly unofficial statements of contributions, commitments and
disbursements related to the CHF Account; (ii) Certified annual financial statement (“Source and
Use of Funds™) on its activities as Administrative Agent, to be provided no later than five months
(31 May) after the end of the calendar year; and (iii) Certified final financial statement (“Source
and Use of Funds”) on its activities as Administrative Agent, to be provided no later than six
months (30 June) of the year following the financial closing of the CHF.



Managing Agent (UNDP)

Perform additional oversight function of participating UN organization toward direct CHF
allocation to NGOs.

Use UNDP standard NGO execution modality in exercising the oversight function and charge the
corresponding direct and indirect costs to the CHF on the basis of its financial regulations and
rules.

Make CHF disbursements to NGOs.

Cluster leads

Organize and chair cluster conference/ meeting to determine sector priorities.

Organize and chair sectoral technical review against cluster priorities for CHF allocation within
sector. Sectoral technical review group includes the cluster lead, two participating UN
organization representatives, two NGO representatives and one person from the Technical Support
Unit.

Expected to take on greater responsibility in respect of cluster performance, including monitoring,
evaluation and reporting.

Office of the Deputy Resident Coordinator/Humanitarian Coordinator in South Sudan

Manage and lead the CHF allocation process for Southern Sudan.

Working Group

Tasked with ad-hoc duties.

Consists of one UN agency, one NGO, one donor, OCHA and UNDP

Review and find ways of improving the allocation process, monitoring and evaluation, policies
etc.

Made recommendations to revise the Terms of Reference for the Common Humanitarian Fund for
Sudan in 2008.

Advisory Group®

Approve allocation guidelines detailing the allocation process.

Review and advise the Humanitarian Coordinator on the standard allocation policies, based on
needs, priorities, absorptive capacities and performance if requested.

Review policy guidelines and regional and project allocations made by the Humanitarian
Coordinator at various points in the consultative Work Plan.

Review the reports submitted by the Administrative Agent and the Humanitarian Coordinator.
Review the operational activities of the CHF itself, especially at the middle and end of the Work
Plan cycle.

Ensuring that the activities funded under the CHF are harmonized with those of other
humanitarian and recovery pooled funds, as well as those funded bilaterally by the Donors.
Advising on any issue related to the operation of the Common Humanitarian Fund.

The Advisory Group will have its annual General Meeting in the last quarter of the year in which
overall strategic issues will be discussed and decided, and donor pledges sought. The Advisory
Group will otherwise meet on a quarterly basis to review progress and plan for the coming quarter.
It will also meet during the standard allocations periods.

Represent the views of the Donors, the UNCT and the NGO Community.

Review allocation within each cluster/ sector to ensure that it is in compliance with priorities and
mitigate the potential conflict of interest of cluster leads, ensure priorities addressed globally

! The Advisory Group will consist of the Humanitarian Coordinator (as Chair); local representatives of all donors to the Common
Humanitarian Fund; six UN Country Team (UNCT) representatives from the CHF Participating UN Organizations; two
representatives of the NGO community, as well as the Administrative Agent, as ex-officio member. The Chair can also invite non-
CHF donors, other representatives of the UNCT and the NGO community, as well as any other person deemed necessary for
improving discussions and recommendations by the Advisory Group.



Source:

across the sectors and across Sudan in the form of an Overall review group. The Overall review
group includes two donor representatives, two participating UN organization representatives, two
NGO representatives and one person from the Technical Support Unit.

Monitoring &Evaluation Unit
. Supports the Humanitarian Coordinator

Terms of Reference for the Humanitarian Fund for Sudan (revised 2008)

Terms of Reference for the Humanitarian Coordinator (endorsed by the 73" IASC working group meeting on 30 March 2009)
Compacts between the Humanitarian Coordinator for Sudan and the Emergency Relief Coordinator/ Under-Secretary-General for
Humanitarian Affairs (2008 and 2009)

Presentation to the Advisory Group on the CHF allocation process for South Sudan

Discussion with OCHA staff during the planning mission and the fieldwork of the audit



