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AUDIT REPORT
Audit of financial management of UNHCR operations in Sri Lanka

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of financial management of
UNHCR operations in Sri Lanka.

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 Sri Lanka (the Representation) facilitates the repatriation and
reintegration of the Tamil population displaced during the prolonged conflict. Effective financial
management of operations is a key element supporting the delivery of protection services and assistance
to persons of concern. The Representation office is in Colombo, with one sub office in Jaffna, and field
offices in Vavuniya, Kilinochchi, Trincomalee and Mannar. The offices in Colombo, Jaffna, and
Vavuniya function as cost centres. The budget managed by the Sri Lankan Representation was $39.53
million in 2009, $27.29 million in 2010 and $17.87 million in 2011. A Representative at the D-1 level,
supported by 13 professionals and 95 local staff, heads the Representation.

II. OBJECTIVE AND SCOPE

4. The audit of financial management of UNHCR operations in Sri Lanka was conducted to assess
the adequacy and effectiveness of the UNHCR Representation’s governance, risk management and
control processes in providing reasonable assurance regarding effective financial management of
UNHCR’s Sri Lankan operations.

5. The audit was included in the 2011 risk based work plan at the request of the client, given the
importance of financial management to the operation.

6. The key control tested for the audit was regulatory framework, which, for the purpose of this
audit, OIOS defined as controls that provide reasonable assurance that policies and procedures: (i) exist to
guide the operations in areas such as budget, finance, and procurement; (ii) are implemented consistently;
and (iii) ensure financial and operational information is reliable and produced with integrity.

7. The key control was assessed for the control objectives shown in Table 1.

8. OIOS conducted this audit from September to November 2011. The audit covered the period
from 1 January 2009 to 30 September 2011.

9. 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

10. The UNHCR Representation’s governance, risk management and control processes examined
were assessed as satisfactory in providing reasonable assurance regarding the effective financial
management of UNHCR operations in Sri Lanka. General financial management including bank
operations and cash management were adequate. The Representation provided accurate and timely
financial reports to the headquarters in compliance with requirements. The UNHCR Representation in Sri
Lanka performed timely bank reconciliations and managed its Administration Budget Obligation (ABOD)
budgets satisfactorily.

11. The initial overall rating was based on the assessment of key controls presented in Table 1 below.
The final overall rating is satisfactory.

Table 1: Assessment of key controls

Control objectives
Efficient and Accurate Convlgill?nce
Business objective Key controls . financial and | Safeguarding
effective . mandates,
. operational of assets .
operations reportin regulations
P g and rules
Effective financial | Regulatory Satisfactory Satisfactory Satisfactory Satisfactory
management of framework
UNHCR
operations in Sri
Lanka
FINAL OVERALL RATING: SATISFACTORY
A. Regulatory framework
Financial management and reporting was adequate
12. In compliance with UNHCR rules, the delegation of authority plan was in place and operated as

designed, providing assurance that adequate segregation of duties was in place for approving and
certifying financial transactions. The Representation provided accurate and timely financial reports to the
UNHCR headquarters in compliance with requirements.

Bank reconciliations were done in accordance with UNHCR rules

13. Bank operations were well managed and signatories were kept updated. Bank reconciliations
were performed on a monthly basis and actions undertaken to reconcile any outstanding items as required
under UNHCR rules.

Cash management was adequate

14. The Representation complied with UNHCR guidelines on cash management. All offices operated
within their approved levels. Petty cash was regularly reconciled and replenished.



ABOD was managed adequately

15. ABOD budgets were $3.50 million in 2009, $1.84 million in 2010 and $1.82 million in 2011.
Controls over ABOD expenditures in Sri Lanka were in place.

16. UNHCR incurred excessive expenditures and cost escalations ranging from 45 to 300 per cent in
relation to vehicle repairs without assessing feasibility of the repairs, and seeking competitive bids and
obtaining required approvals. The Representation has subsequently established a Fleet Repair Evaluation
Team to control vehicle repair expenditures. OIOS is satisfied with the corrective action taken.
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