United Nations High Commissioner for Refugees Memorandum

Haut Commissariat des Nations Unies pour les réfugiés

UNHCR

P.O. Box 1263, Quad-i-Azam University Road,
Diplomatic Enclave, G-4, Islamabad, Pakistan

To/A: Mr. Christopher F. Bagot, Chief, Geneva Audit Service, Internal Audit Division,

OIoS f
From/De: Mr. David Neill Wright, Representative, UNHCR Pakistan Y
File EQ/0026/13 :
Code/Dossier:

Subject/Objet:  Assignment no. AR2012/141/03 - Audit of UNHCR Programme

e

Implementation in Pakistan through Implementing Partners

Date: 04 February 2013

Reference is made to the above subject in response to your confidential letter Reference
IAD: 13-03931 dated 11 January 2013,

The UNHCR Pakistan Operation confirms acceptance of the audit results and has taken
steps to continuously strengthen compliance and meet the UNHCR standard rules and
regulations of the programme management and implementation of the UNHCR Pakistan
operations.

We are submitting the current status of the 7 audit recommendations as of 31 January
2013 enumerated in Appendix 1 together with the relevant supporting documents.

The Representation requests closure of the four audit recommendations, Nos. 2, 4, 5, and
7

The Representation will closely monitor the progress and completion of Recommendation
Nos. 1, 3, and 6 ensuring compliance with the OIOS audit recommendations, and request
the closure of the on-going recommendations when the actions are completed.

Thank you and best regards.

Mr. Alexander Aleinikoff, Deputy High Commissioner, UNHCR

Ms. Erika Feller, Assistant High Commissioner (Protection), UNHCR

Ms. Janet Lim, Assistant High Commissioner (Operations), UNHCR

Ms. Kumiko Matsuura-Mueller, Controller and Director, Division of Financial and
Administrative Management, UNHCR

Mr, Kaisidis Rochanakorn, Director, Bureau for Asia and Pacific

Mr. David Neill Wright, Representative, UNHCR Pakistan

Mr. Keisuke Murata, Senior Resource Manager, UNHCR

Ms. Ana-Maria Cristescu, Senior Policy Advisor (Finance), UNHCR

Ms. Stephanie Rinville, Audit Coordinator, UNHCR

Mr. Nicholas Birch, Audit Coordinator Assistant, UNHCR

Ms. Anja Niebergall, Audit Coordination Unit, UNHCR

Ms. Anna Halasan, Professional Practices section, Internal Audit Division, OIOS

Ms. Joan Allison, Bureau for Asia and Pacific, UNHCR

Ms. Maya Ameratunga, Deputy Representative, UNHCR Pakistan

Mr. Ajith Fernando, Assistant Representative (Operations), UNHCR Pakistan

Mr. Ferdinand Clemente, Senior Programme Associate (Area 5), RBAP Regional Desk

Mr. William Suson, Internal Auditor for Pakistan Operation, OIOS



AUDIT RECOMMENDATIONS
Audit of the UNHCR Programme Implementation in Pakistan through the Implementing Partners
OIO0S Assignment No. AR2012/141/03 — Reference IAD: 13-03931 dated 11 January 2013

APPENDIX I

As of 04 February 2013
: S = Titleof : :
Rec. g Critical’/ |Accepted?|  responsible Implementation : Supporting Documents
no. L Important? | (Yes/No) | individual or date Cllontcommans Attached _

2 : Section(s) i

1 | The UNHCR Representation in | Important| Yes External Initiated 30 Ongoing Annex 1
Pakistan should implement Relation Nov 2012 and o : . : ; : ; a
procedures 1o m onilljor Pr{)gramns"l,e will be fully | The Representation is cognizant of the audit recommendation ensuring the compliance to | *+ SFD Facsimile
compliance with donor BOI/SO implemented  [the donor requirements. No. TD-

L ; S /1862 de

conditions. Peshawar ?r[;?:; E%péoval One of the donor requirements was to ensure that the donor representative is invited and g(s)fljzecl g?) ] :;:lated
participated in the meeting with regards to the implementation of the project funded by ’ ’
SFD, i.e. procurement of the services of a contractor to construct the two-room shelter

Recommendation 1 remains projects.

0, 1i ipt - : 5 :

pfj:eﬂf::;;ni‘:;z‘;f zﬁw the In a meeting on 30 Nov. 2012, a detailed discussion on the procurement process was held

Representation wiiiiwnitor at the BOI, with the SFD representative (assigned at SO Peshawar) participation. The

compliance with donor SFD representative reviewed and assessed the procurement process for the SFD funded

requirements two room shelters. The SFD provided their inputs, and a subsequent approval and

) confirmation as per facsimile referenced TD-2012/1862 dated December 03, 2012 (refer

to Annex 1).
The Representation also ensured that the UNHCR procurement standard procedures were
adhered from the start of the formal tendering processes, advertising for bids proposals,
bids opening, tabulation of offers, and technical and financial evaluation conducted by
the field offices through LCC approval.

2 | The UNHCR Representation in  |Important| Yes | SO Quetta July 09,  |Completed: Recommend closure of this audit observation Annex 2 -
Pakistan should require the Programme, 2012 ; Photocopy of
government implementing and Project Completion of the 500 shelters: . L. refunded cheque to
partner in Balochistan to Control The Government partner, PDMA, has completed its 500 allocated shelters albeit with UNHCR from

complete construction of its
allocated 500 shelters and
comply with its obligation to
provide UNHCR with accurate

relatively minor shortfall (15 latrines and 17 kitchens) and the unspent funds have been
returned to UNHCR (refer to Annex 2).

The shelters which could not be verified by CAMEOS, due to the expiry of their contract

in April 2012, were subsequently verified through a systematic approach by the UNHCR

PDMA, amounting
to PKR 782,730.

1 el - A5 - e 3 : 4 ¢
Critical recommendations address significant and/or pervasive deficiencies or weaknesses in governance, risk management or internal control processes, such that reasonable

assurance cannot be provided regarding the achievement of control and/or business objectives under review.
2 . . . - . A z
Important recommendations address important deficiencies or weaknesses in governance, risk management or internal control processes, such that reasonable assurance may be at

risk regarding the achievement of control and/or business objectives under review.
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Title of

Implementation

rommn el ol E— S
o, Ha Section(s) : : : B
periodic monitoring and SOQ MFT (Multi-Function Team) in July, whereby 30% of shelters were selected
evaluation reports on the randomly for verification and found to be correct. (Copy of the MFT report was
progress of shelter projects in submitted in the Oct. 10, 2012 submission to OIOS. Pls. refer to Annex2 of the said
accordance with the submission.)
memorandum of understanding. . ; :
Monitoring and evaluation reports due from PDMA: Annex 3 — Signed
The original MOU in 22 July 2011 signed between PDMA and UNHCR (refer to Annex | MOU between
ReepImendaion o e 3) :?xp!icitly r.nen.tioned. the role .of the PDMA to conduct and provide an accurate ) PDMP: and
O peridding recelnd of i periodic r‘non}l(}rmg and‘ evaluguun rcp.(m to UNHCR on the status of the shelter project | UNHCR dated 22
Re tatlon’s Inspect construction in the Province of Balochistan. July 2011.
presentation’s inspection
report on the 500 completed PDMA was unable to perform its monitoring role as it lacked the financial and human
shelters and the monitoring and resources to conduct the monitoring and evaluation activities. Project funds were not
evaluation reports due from the provided for this activity.
IP. The CAMEOS services contract ended in April 2012 before the actual completion of all
the shelter construction. The report was submitted by CAMEOS to SO Quetta in April
2012 (reflecting ongoing work). (This report was already submitted by the Pakistan
Representation to OIOS in the first response dated 10 October 2012. Pls. refer to Annex
3 of the said submission)
The Representation suggests closure of this audit recommendation in light of the same
requirement as in Recommendation 3.
3 | The UNHCR Representation in | Important| Yes | SO Quetta April 2013  |On going
Ej:i( ;ﬁ?ﬂ?{iﬁiﬁgﬁgﬁizd ke Eﬁiig;)a:é}r:;, The chrcscnta}tion is still reviewing the. reports from :fhe 1P, CAM.E.O S,.and SO Quetta
between the completion reports Gontiel MET to reconcile the records on file. This would also involve obtaining independent

prepared by the consultant and
the implementing partners and
strengthen the monitoring of the
remaining shelters in
Balochistan.

Recommendation 3 remains
open pending receipt of the
Representation’s
comprehensive inspection
report on the completion of
shelters and the resolution of
discrepancies.

confirmation from different stakeholders.

As reported earlier, the timing and the security issues in the Balochistan Province have
been the constraints from inception through completion and project closure of the shelter
projects. Therefore, the time that will be required to expand inspection beyond the 30%
already done is expected to be 1 month, security conditions permitting.
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Rec.

Criticalt].

Title of

Implementation

Rt L e e co o e
o s)
4 | The UNHCR Representation in  |Important| Yes | All sections | Dec.2012 |Completed: Recommend closure of this audit observation Annex 4
zsrljtlrs:f: t?cﬁ'o: c;gr[;:slsil:gpf]rifd and I?BT? (;J (12’ The provision in the Section 5 —‘Fraud and Corruption Risks of IOMO4.912008 FOM + Implementing
corruption in compliance with S,OP : 051:’:_2008 d'flled 24 June 2908, stipulated that the fraud and corruption rl:sks are Pari‘ners )
UNHCR guidelines. considered in the three main categories: personnel risks, structural/physical risks, and Verification
operational/financial risks. This particular section has no clear procedures and templates Report
guiding the field offices in the efficient and cost-effective implementation of the fraud

R : : and corruption controls mitigating the identified risks for each main category. UNHCR

ecommendation 4 remains Sl . : :
. ; HQ clarification would be very important to guide the field offices to put effective
open pending receipt of : : 5 i
octentation S iowing the controls to c.jombat the alleged fraud and corruption practices, and ensure harmonization
4

implementation of fraud and acrossalhotices,

corruption controls at the The Pakistan Representation is implementing the fraud and corruption controls, and

Representation. strengthened the monitoring of such fraud and corruption control mechanisms. In
meeting this objective, the field offices (1) established the complaint mechanism within
the refugee camps operation management following the guidelines and templates; (2)
established the IP selection and performance review committees and its guidelines and
templates: (3) established the grievance committee comprised of identified field staff
(local and international); and (4) created the multi-functional team approaches within
offices to review/assess the IP processes on procurements, project personnel recruitment,
and conduct the field project and financial monitoring/verification which guidelines and
procedures have been embedded in the harmonized standard IPFMR Verification
templates, (refer to Annex4).
At the UNHCR offices, the Representation ensured transparency in personnel hiring,
obtaining accurate personnel data information, and staff compliance to the provisions of
the Code of Conduct.

5 | The UNHCR Representation in | Important| Yes Multi- 01 Jan. to 31 Completed: Recommend closure of this audit observation Annex 5
S:Eljnta; ; ;{;‘;ﬁﬁ ;?fle“ e ']]i:;ri“f(; 2?12 Dece0L The IP needs }}ave been identified in different ways. One, in Ehe c:oumry}a«'ide conduct of |+ Implementing
implementing partners and BOL FUL the annu?ll review va tht? Partner’s Performance led by the IPSMC (MFT) in ca:?h field Partne}"s
implement a time-bound SOQ, SOP ofﬁct.: prior to entering into agreement f{.)r a new programme year, as w.cll as prior to Ca.palety-
capacity-building plan based on entering into new agreemerjnts with exmtl.ng partners for the regular PrOJects including the building Plan —
e resdlts it e partners for the RAHA projects. The review, assessment, and selection for the new 2013 - SO

prospective partner are also carried out as and when it arises and follows the UNHCR Peshawar

new Partner selection criteria. The capacity-building needs of the existing Partners and

s : : : : ; ; = 20121P
ReECOMINETAArion S remauins its staff are also identified from the observations raised by the external auditors during DA

open pending receipt of a
capacity-building plan based on

the audit exercise, and during the monitoring and verification visits by the UNHCR field
staff.

Review Process
Guidance Note
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Title of

Supporii_n'g Documents

Rec. : Critical'l |Accepted? responsible Implementation : G
no. Recommendation, Important? | (Yes/No) | individual or  date Clieat comments Attached
the performance review results. On all occasions, the partner capacity is identified, analyzed, and assessed during these on the Use of IP
reviews. The field offices developed the capacity-building needs based on the results of Performance
the reviews undertaken focusing on the enhancement of the knowledge, capacity and Review Tool
skills of the Partners and its staff. The guidelines, checklist, and templates of the IP s Additomal
Performance Review conducted at the SO Peshawar office are herewith attached as o dan(::c o
sample of the capacity building plan for 2013. (refer to Annex 5). S e
The Representation supported the initiatives of the Local Learning Committee whereby
; : i ; i = Summary results
the countrywide capacity-building plan was developed in January 2013, which included Z
SEsE i i : o of the 2012 IPs
the participation of the Partners staff to some identified relevant trainings and
Performance
workshops. :
Review
In 2012, there were various trainings and workshops conducted/facilitated by the field
: : : - 2012
offices and branch office Programme and Project control sections, i.e. common
: : Performance
understanding on RBM, and financial and programme management workshop clearly .
: o A : B : Partner’s
identifying the roles and responsibilities of the partners in accordance with the signed
: . ks s > Performance
Partnership Agreement. The Representation Local Learning Committee also developed Review
the countrywide capacity-building plan in 2012 which included some identified staff Checklist
from the Partners. These activities were carried-out in 2012. el
6 | The UNHCR Representation in | Important| Yes [Supply Chain| 30 June Ongoing Annex 6
Pakistan should review and
strengthen over. s;g;i (:} - lf:rgln 5 8‘5 2008 The Representation is developing the harmonized guidelines and templates for + PAK-CDP
procurement activities of the i c]’ SOP monitoring the IPs procurements in compliance with the UNHCR [P Procurement signed

implementing partners (IPs) to
ensure compliance with the
UNHCR IP Procurement
Guidelines.

Recommendation 6 remains
open pending receipt of the
harmonized guidelines and
templates on monitoring IP’s
compliance with UNHCR IP
procurement guidelines.

guidelines.

As part of the BOI Supply oversight control mechanism, each office has been assigned a
dedicated staff from the Supply section to monitor and to oversee the IP Procurement
proceedings. The staff member overlooks and provides guidance to IPs in all major steps
of the procurement cycle. This person reviews the tendering documents, participates in
the bids opening in an observer capacity, liaises with IPs on any procurement related
matters and provides/provided guidance in compliance with UNHCR IP Procurement
Guidelines. The involvement of UNHCR in the IP procurement proceedings is
mandatory and has been confirmed by the IPs through a signed formal undertaking
agreeing to ensure UNHCR’s involvement in procurement proceedings in an observatory
/advisory capacity. This document constitutes an annex to the Standard Partner
Agreement since 2012.

Refer to Annex 6 - Samples of Partners’ signed undertaking to comply with the UNHCR
IP Procurement Guidelines, bid opening meeting minutes, and training invitation/agenda.

undertaking
dated 30 Nov.
2012

= CWS-P/A
signed
undertaking
dated 04 Dec.
2012

= Sample Minutes
of Bid Opening
of IP
ascertaining
presence of
UNHCR as an
observer and
guidance on
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Critical'/

Title of

Supporting Docu_mén!s

Rec . Accepted?|  responsible | Implementation . -

no. Secomiendation mportant? | (YesiNo) | indvidual or date Client comuionts. Attached =
Procurement
process to
ensure
compliance with
UNHCR IP
Procurement
Guidelines

= Invitation and

Agenda of the
trainings
conducted on
financial
management
and procurement

7 | The UNHCR Representation in | Important| Yes | BOI Project Jan. 2013 |Completed: Recommend closure of this audit observation Annex 7

Pakistan sh ;

Aaes o‘uld er?su‘re .Lhdt, 20l Control Following the OIOS audit recommendation, the Representation has taken steps to  Excerpts of
external audit certification is : ; .
o ; : . address the audit observations. AHLN audit
carried out in compliance with o orts for SC
UNHCR rules. 1. The audit exercise was carried-out in the last quarter in 2012 to cover the financial p -

: ; 5 ; SRSP, and
review of the 17 agreements extended in 2012 for the shelter construction projects PEHE
that were not completed in 2011. o
Recomme!fdauon E’remams 2. The audit activities that started on 1¥* Nov. 2012 and completed in 26 Dec. 2012 ekl
open pending receipt of ; : : ; dated
2 3 included the assessments and ratings of the IP internal controls and financial
documentation showing that : : z : . . 30Jan.2013
{ ; S management. The audit reports also provided the risk levels for each audit observation
2012 audit certification is i
! 3 i 2 (refer to Annex 7). « Minutes of
carried out in compliance with S
UNHCR rules 3. The structure and content of the auditor’s reports were consistent with the auditor’s UNH C%{ BOI
opinion phrases prescribed in the TOR, “presents fairly, in all material respects...etc.” Proiect G |
7o Arncy. 1) roject Contro
(Fet ’ Section and BDO
4. The audit observation related to the audit reports for the government partners Ibrahim & Co.
submitted by the Government Auditor General to the Representation. The auditing firm on
Representation provided the UNHCR TOR-prescribed standard formats of the audit 16Nov.2012,
reports, ensuring the body of the audit reports followed the TOR-prescribed formats 21Dec.2012, and
on Qualified and Disclaimer audit reports. Having provided all required standard 23Jan.2013
documents to the government auditors, they continued to use the government 74
: ; 3 : = Agenda for the
prescribed standard format for reporting the audit results. However, for the upcoming Pre-Audit
audit of the 2012 government partners, the Pakistan Representation had requested a Consuliative
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Rec.
no.

"Recommendation

Critical'l
Important?

(YesiNo)

IAccepted?|

. Titleof:
. responsible

individual or
i

Implementation
date

Client comments

Supporting Documents |
Aftached

L)

meeting (refer to item #7 of EQ/0021/2013 dated 30 Jan. 2013 in Annex 7) with the
Government Auditors with the objectives: to ensure clear understanding of the
UNHCR audit TOR. the reporting formats including the relevant templates. and the
timeframe of the audit reports

The 2012 contract for audit services for the 2012 projects explicitly mentioned the
consistency and uniformity of the audit report structure and content following the
international auditing standards, and the UNHCR standard guidelines for the annual audit
exercise. The external auditor was provided with the relevant matrices to use in
completing the audit reports.

The Project Control section in the Pakistan Representation undertook a series of
meetings with the contracted audit firm and its team of auditors to ensure compliance the
the UNHCR TOR-prescribed body, structure and contents of the audit reports; reliable,
quality and timely submission of the audit reports; consistent inclusion of the assessment
and rating of the Partners internal controls and financial management system; provision
of comments and assessment on effective project delivery and resource utilization; and
an analysis of the risks level for each observation found during the audit processes.

The pre-consultative audit meetings were also carried-out in three locations: Islamabad,
Quetta and Peshawar participated by the Partners® Project and Finance staff, the external
auditors, and UNHCR staff from the Project Control, Programme and Supply sections, to
ensure there is clear understanding of the roles and responsibilities of each stakeholder in
the annual audit exercise.

The tripartite (Partner, Audit firm, and UNHCR) entry and exit/debriefing meetings were
also introduced in the 2013 audit exercise.

meetings on
10Jan2013,
15Jan.2013 and
17Jan2013
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