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AUDIT REPORT
Audit of UNHCR operations in Djibouti
L. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of the United Nations High
Commissioner for Refugees (UNHCR) operations in Djibouti.

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations and rules.

3. The UNHCR Representation in Djibouti was established in 1978 in cooperation with the Djibouti
Government to assist refugees with protection and humanitarian assistance. The population of concern
consists of 15,924 refugees and asylum seekers (per 1 February 2011 reported figures) mainly from
Somalia, of which 90 per cent reside in Ali Addeh refugee camp. The refugee population in Djibouti had
grown considerably in 2010 with 3,436 new arrivals from Somalia. In April and May 2011, the new
arrivals from Somalia had reached approximately 500 per month. This growing refugee population had
placed considerable strain on Djibouti’s and the Representation’s scarce resources.

4. UNHCR Djibouti was working with five Implementing Partners (IPs) in 2009 and six IPs in 2010
and 2011. The budget of the Representation was $7.2 million in 2009, $8.3 million in 2010 and $7.9
million in 2011. The operation had 37 staff posts and employed eight United Nations Volunteers. The
Representation held 477 property items with a purchase value of $2 million. The Representation has two
offices in Djibouti comprising one branch office in Djibouti town and one field office in Ali Sabieh. See
table 1 below for refugee population numbers and budgets for the period 2009-2011.

Tablel: Details of the refugee population growth and budgets by year

Refugee
Refugees as of | population growth
Year 31 December compared to 1 Budget ($)
January 2009
As of 1 January 2009 8,924
2009 11,260 26% 7.2 million
2010 13,010 46% 8.3 million
2011 15,924 78% 7.9 million
5. Comments provided by the UNHCR Representation in Djibouti are incorporated in italics.
II. OBJECTIVE AND SCOPE
6. The audit was conducted to assess the adequacy and effectiveness of the UNHCR

Representation’s governance, risk management and control processes in providing reasonable assurance
regarding the effective management of UNHCR operations in Djibouti.



7. The audit was included in the 2011 risk based work plan at the request of the client in agreement
with the Bureau for Africa, taking into consideration the timing and results of the last audit assignment
which took place in June 2006 and which concluded that weaknesses existed in administration,
programme, and supply management.

8. The key controls tested for the audit were: (a) project management; (b) performance monitoring;
and (c) regulatory framework. For the purpose of this audit, OIOS defined these key controls as follows:

(a) Project management - controls to provide reasonable assurance that adequate
arrangements are in place to ensure project activities are carried out with efficiency and
effectiveness, have been properly reported upon and are being conducted in compliance with
UNHCR policies and procedures.

(b) Performance monitoring - controls to provide reasonable assurance that appropriate
metrics are established to enable measurement of the efficiency and effectiveness of operations;
metrics are prepared in compliance with rules and are properly reported on; and metrics are used
to manage operations.

(©) Regulatory framework - controls to provide reasonable assurance that administrative
policies and procedures have been established, and timely reports are being complied with to
produce accurate, complete and timely reports and support the achievement of efficient and
effective operations.

9. The key controls were assessed for the control objectives shown in Table 2.

10. OIOS conducted this audit from July to November 2011. The audit covered the period from 1
January 2009 to 30 June 2011. Based on risk assessment OIOS selected and visited three of the
Representation’s six IPs. The budget for IP activities in 2010 and 2011 was $2.6 million in each year.
These three organizations accounted for over 60 per cent of that budget in 2010 and over 73 per cent in
2011.

11. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness.

III. AUDIT RESULTS

12. In OIOS’ opinion, the UNHCR Representation’s governance, risk management and control
processes examined were assessed as partially satisfactory in providing reasonable assurance regarding
the effective management of UNHCR operations in Djibouti. OIOS made seven recommendations in
the report to address issues identified in the audit. The UNHCR Representation in Djibouti accepted all
the recommendations and advised that it is in the process of implementing them. The opinion on project
management and performance monitoring was primarily formed because of: non-compliance with rules in
the area of management of IPs, which included their selection and review and the related need for an
adequate structured assessment; overpayments to IPs; and monitoring of performance. The other key
areas of concern were non-compliance with procedures and a lack of sufficient consideration of funding
constraints on the ability to provide refugees with their basic needs as set out in UNHCR rules. Action
had since been taken to create Standard Operating Procedures to guide the change process for
implementing UNHCR’s policy on urban refugees. With respect to regulatory framework, the opinion



was primarily based on non-compliance with rules resulting in the Local Asset Management Board
(LAMB) not working as intended, and slow recovery of staff advances. Failure to comply with rules
affected the ability of the Representation to produce required operational reports, to adequately safeguard
assets, and to undertake operations in an efficient and effective manner.

13. The initial overall rating was based on the assessment of key controls presented in Table 2 below.
The final overall rating is partially satisfactory as implementation of seven important recommendations
remains in progress

Table 2: Assessment of key controls

Control objectives
. N Efficient and Accurate Convl&gill:lmce
Business objective | Key controls . financial and | Safeguarding
effective . mandates,
. operational of assets .
operations reporting regulations
and rules
Effective (a) Project Partially Partially Partially Partially
management of management satisfactory satisfactory satisfactory satisfactory
UNHCR (b) Performance Partially Partially Partially Partially
operations in monitoring satisfactory satisfactory satisfactory satisfactory
Djibouti (c) Regulatory Partially Partially Partially Partially
framework satisfactory satisfactory satisfactory satisfactory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Project management

Need to analyze impact of funding constraints on ability to provide basic refugee needs in compliance
with UNHCR rules

14. Funding constraints had prevented the Representation from achieving some of its 2009 and 2010
Country Operation Plan objectives relating to improving the refugee living conditions in Ali Addeh camp.
Funding had remained fairly constant in 2009, 2010 and 2011 at about $7.5 million annually, whereas the
camp population had grown by 78 per cent in that time. This put more pressure on the available
infrastructure and camp services. The impact is that the health of refugees is put at risk based on UNHCR
camp indicators. Out of the 53 indicators for which data was available, 22 indicators did not reach
UNHCR standards as per the UNHCR Djibouti Standard and Indicators report of December 2010 for Ali-
Addeh camp. Examples of some important indicators that did not meet UNHCR standards are shown in
Table 3. While efforts have been made to improve the situation, a comprehensive analysis of the impact
the funding constraints had on the needs of refugees and an estimate of the amount required to address the
needs over the next few years had not been undertaken. It was therefore unclear when UNHCR Djibouti
will comply with UNHCR standards for refugee camp conditions.

Table 3: Comparative review of camp standards with Djibouti indicators and targets for 2010

Ali-Addeh camp UNHCR Country Indicator
standard Operation Plan achieved
2010 target December 2010
Average quantity (litres) of water available per >20 20 12
person per day




Percentage of families with latrines 100% 67% 18%
Percentage of refugee students enrolled in grades 100% 80% 77%
1-6

Rate of malnourished children between 6-59 <5% - 16.5%
months

(1) The UNHCR Representation in Djibouti should, in collaboration with the Bureau for Africa,
undertake an analysis of the impact of the funding constraints on refugee needs and prepare a
plan to indicate when and how UNHCR Djibouti will comply with UNHCR camp standards.
As a minimum, this should include re-estimating the targets and amount required to address
those needs for each of the years before the UNHCR camp standards are met.

The UNHCR Representation in Djibouti accepted recommendation 1, while explaining that an analysis
of the impact of funding shortfall is undertaken during the annual programme review. Gaps in the
programme are analyzed and critical unmet needs assessed. In the course of implementation and
according to the criticality of programmes, additional funding could be allocated. The main problem is
to address funding shortfalls and budget constraints organization-wide. Budget constraints impact
negatively all UNHCR programmes worldwide. Recommendation 1 remains open pending receipt of
documentation of the analysis of the impact of funding constraints and of a plan to ensure that UNHCR
camp standards are met.

UNHCR procedures for the selection and retention of IPs need to be complied with

15. Rules on the selection and retention of IPs were not followed. The Representation advised that in
Djibouti, there is a small number of IPs to assist with implementation. While no regular review had been
undertaken, the Representation had taken initiatives in 2010 to build IP capacity by organizing protection
and project management trainings, and increased monitoring activities in the camp. These efforts would
be enhanced by completing the required annual assessment and developing a structured plan to assess,
build and improve their capacity in accordance with above guidelines. Observed weaknesses in controls
over financial assistance in one IP and weaknesses in controls over financial reporting at another IP are
attributed to the weakness in controls over the management of IPs.

(2) The UNHCR Representation in Djibouti should establish procedures to ensure that selection
and retention of all Implementing Partners is undertaken in compliance with relevant rules.
This should include identification of areas where capacity building is required.

The UNHCR Representation in Djibouti accepted recommendation 2 and stated that the selection of
implementing partners has always been done according to criteria laid down in Chapter 4 of the
UNHCR Manual. Two IPs were selected according to such criteria. UNHCR Headquarters (HQs)
technical divisions, the Desk and the field were involved in the selection. The main problem is that the
capacity of IPs in Djibouti is very limited due to the scarcity of qualified personnel/manpower in the
country. UNHCR Djibouti has been organizing training workshops in programme and financial
management for IPs. Little by little national IPs are starting to understand and apply the knowledge on
the management of UNHCR programmes. Recommendation 2 remains open pending receipt of
documentation showing evidence of annual assessment and identification of capacity building activities.

Collection of planning data on population of concern should be undertaken as required by UNHCR rules

16. The collection and analysis of data on the population of concern is an essential first step in
planning to identify key problem areas and develop the programme strategy as envisaged in Chapter 4 of



the UNHCR Manual. The current data contained in the Representation’s ProGres database was limited.
It did not allow effective identification of vulnerable groups or cases for resettlement (when resettlement
is the important durable solution strategy for this operation with a target of 950 individuals per year). For
example, ProGres database was often missing information on ethnicity, place of birth, name of parents or
special needs making effective identification of vulnerable groups or cases for resettlement impossible.
Moreover, the current camp population size needed to be verified since the last verification was done in
May 2009 and is required annually. Due to the relatively free movement of refugees in and out of the
camp, the population size had changed. OIOS visited the camp, which is a barren, hot area in a fairly
remote location and noted the problem because refugees are not confined as prisoners to a camp. As per
refugee rights, they have freedom of movement (1951 Refugee convention). In such harsh conditions,
where UNHCR cannot provide sufficient water, refugees may decide to move on and try their luck in the
city, or another country, or in their home land. A re-verification exercise is required annually to ensure
that planning is based on the most accurate figures possible.

17. Even though there are 16,000 registered refugees in the camp, the World Food Programme
distributed food in the camp to only around 14,500 refugees. The Representation could not explain the
discrepancy.

(3) The UNHCR Representation in Djibouti should re-verify and update the planning data in
ProGres on the population of concern to more effectively implement the durable solution
strategy and direct resources towards the most vulnerable groups of refugees.

The UNHCR Representation in Djibouti accepted recommendation 3 and stated that the recommended
action has been the case in Djibouti. This recommendation will contribute to reinforcing what has
already been started. From December 2011 to March 2012 the office has been verifying the refugee
population and updating ProGres. This will be a regular and permanent exercise to update data in the
refugees profiling system, have reliable refugee figures and assist the most vulnerable.
Recommendation 3 remains open pending receipt of documentation showing full re-verification of the
camp population and collection of other relevant data.

Need to recover funds from one IP

18. Rules allow international non-governmental organizations (NGOs) to claim seven per cent
Headquarters support costs for managing a UNHCR activity. One IP claimed and received funding of
these costs through the UNHCR sub-project in Djibouti from 2009 to 2011 totalling $86,010. In addition,
the IP claimed support costs in separate budget line items for Nairobi-based staff and Nairobi office
charges, which were supposedly incurred for the UNHCR sub-project in Djibouti. They totalled
$128,166 for the three years. However, rules do not allow such charges on top of the already budgeted
Headquarters support costs, unless they are operational costs that have been directly generated by the sub-
project based on objective, verifiable criteria. The IP was not in a position to justify the direct link
between the Nairobi support cost and the Djibouti sub-project.

(4) The UNHCR Representation in Djibouti should adjust the sub-project budget for one
Implementing Partner (IP) in compliance with the UNHCR Manual and not allow any cost for
Nairobi that is not directly related to the Djibouti sub-project based on objective, verifiable
criteria. Furthermore, the Representation should recover from the IP the overpaid support
costs of 2009, 2010 and 2011 totalling $128,166.

The UNHCR Representation in Djibouti accepted recommendation 4, stating that it has been
implemented and that there will be no duplication or double charging in the 2013 budget.




Recommendation 4 remains open pending receipt of the 2012 sub-project budget details for the
concerned IP showing the discontinuance of common support costs for the Nairobi office and staff, and
documentation confirming the recovery of the overpaid support costs totalling $128,166.

B. Performance monitoring

The Representation should ensure implementation of adequate performance monitoring in compliance
with rules

19. IPs in Djibouti were not effectively monitored and the Representation did not comply with the
requirements of the UNHCR Manual. Only one out of six IPs consistently reported performance against
established performance indicators and three had not submitted project performance reports at all. The
Representation did not have a mechanism for following up on missing reports or the inadequacies in the
reports that were received. Also, the files of the Representation did not provide evidence of systematic
UNHCR performance monitoring activities. The UNHCR monitoring staff based in the field office
reported on its activities in a weekly report, highlighting weaknesses in IP activities observed and
recommendations for improvement, but there was no apparent link between these reports and the IP
performance indicators, work plans or activities reported by the IP in the IP Monitoring Report.

20. Coordination between field monitoring staff in the camp and programme staff in Djibouti
preparing sub-project agreements was inadequate, which had resulted in the formulation of performance
indicators and targets that were not aligned to UNHCR standards. For example, one of the UNHCR
standards is that 100 per cent of refugee students should be enrolled in grades 1 to 6. However, the
performance target in the 2011 sub-project agreement with the IP responsible for education sector was set
at only 70 per cent. As well as not being in accordance with the UNHCR standard, this target was also
unrealistic because the achieved indicator for the previous year, 2010, was already at 77 per cent. The
performance targets in sub-project agreements lacked the link with the ultimate desired situation set by
the UNHCR standards, because they were defined in terms which did not take into account the UNHCR
camp standards.

21. There was no evidence that the Representation had implemented procedures requiring the review
of the contents of all IP audit certificates and development of action plans to remedy any issues identified.
The absence of follow-up meant that weaknesses in financial controls, such as the lack of adequate budget
control, were not resolved, increasing the likelihood of financial errors.

(5) The UNHCR Representation in Djibouti should ensure compliance with the UNHCR Manual
in monitoring the performance of implementing partners.

The UNHCR Representation in Djibouti accepted recommendation 5 and stated that monitoring and
reporting have been reinforced in the programme as per prescribed standards. Monitoring is currently
done in team with IPs to bring corrective measures where needed and improve the delivery of services to
the refugees. Transparency and accountability lines have been reinforced accordingly by allowing
refugees to be part of the monitoring teams. Accountability to refugees and donors has been upheld as
guiding principles. Recommendation 5 remains open pending receipt of documentation showing: (1)
setting of performance indicators and targets in accordance with UNHCR rules and standards; (2) timely
and regular submission by IPs of performance reports; (3) adequate performance monitoring by the
Representation against agreed targets; and (4) follow-up action taken on 2010 and 2011
recommendations on IPs external audit reports.




C. Regulatory framework

A Local Asset Management Board (LAMB) should be established and meet regularly to deal with
outstanding asset management issues, as required by the rules

22. The Representation had not established a LAMB in 2011. In 2009 and 2010, although a LAMB
was established it had only convened once each year. The overall impact was ineffective oversight over
assets. For example, a verification of assets in UNHCR offices had identified differences between
recorded and verified assets indicating that 165 asset items with a purchase value of $149,000 could not
be located; yet no action had been taken to solve the matter. Serially Tracked Item (STI) assets at IPs had
not been verified as required; the Representation was therefore losing control over these assets. An active
LAMB should have identified and followed up on these weaknesses.

(6) The UNHCR Representation in Djibouti should establish on an annual basis the Local Asset
Management Board as required and ensure it deals with outstanding asset management
matters.

The UNHCR Representation in Djibouti accepted recommendation 6 and stated that the
recommendation will be fully implemented and tangible results shared with OIOS and other concerned
parties in due course. Recommendation 6 remains open pending receipt of documentation providing
details of the LAMB including membership, meeting schedules and minutes of meetings held, and its
decisions on outstanding asset management matters.

Recoveries needed on outstanding overpayments

23. There were outstanding staff advances totalling $71,400 mainly relating to medical evacuations
of local staff dating back to 2003. The main reasons for the outstanding advances were that Daily
Subsistence Allowance (DSA) advances were in the past given at 100 per cent, which resulted in
overpayments, and full advances were in the past provided for medical costs, reimbursable at 80 per cent.
As a result, one locally recruited staff member had outstanding advances amounting to $36,681 at the
time of the audit. The Representation had neglected to recover from the staff member; the same local
staff member identified in a previous audit as owing $3,600 that has not yet been recovered.

24. In 2009, 2010 and 2011, the Representation in Djibouti had authorized and approved eight
separate medical evacuations of three local staff and one staff dependent. All administrative
arrangements and entitlements relating to medical evacuations are under the authority and responsibility
of the Representation. However, the travel claims, which were certified by the Administrative Officer in
Djibouti, totalling $63,392, resulted in overpayments to these staff members totalling $9,987 that needed
to be recovered. The payment of travel expenses was not in compliance with rules that limit the DSA
costs to be borne by UNHCR to those that would have been paid on the basis of evacuation to the
Recognized Regional Medical Centre (RRMC), in this case Nairobi. Staff members had been evacuated
to other places — Paris and Riyadh, and paid the DSA rate at these places instead of Nairobi.

(7) The UNHCR Representation in Djibouti should recover from staff all monies owing from
overpayments totalling $9,987 and recover long outstanding staff receivables totalling
$71,400.

The UNHCR Representation in Djibouti accepted recommendation 7 and stated that this
recommendation is being implemented. ~ Recommendation 7 remains open pending receipt of
documentation showing the recovery of all overpayments and long outstanding staff receivables.
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