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AUDIT REPORT

Audit of UNHCR operations in Zimbabwe

I. BACKGROUND

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

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 Zimbabwe (the Representation) was opened in 1978 and supports
the Government of Zimbabwe to provide protection and assistance to some 4,900 refugees and asylum
seekers living in Tongogara Refugee Camp. In addition, as at May 2012 there were estimates of about
80,000 to 1,000,000 internally displaced persons (IDPs) residing in Harare and other big cities of which
25,000 were assisted by the Representation. The Representation has been working with one government
partner and two local non-government organizations (NGOs) since 2008.

4. The budget/expenditures of the Representation were $6.1 million/$5.6 million in 2010 and $5.9
million/$5.5 million in 2011 and a budget of $7.7 million for 2012.

5. Comments provided by UNHCR Zimbabwe are incorporated in italics.

II. OBJECTIVE AND SCOPE

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

7. This audit was included in IAD’s 2012 risk-based annual work plan based on the client’s request,
the size of the Representation’s budget and the fact that it was last audited by IAD in 2004.

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

(a) Project management - controls that provide reasonable assurance that there is sufficient
project management capacity to achieve mandates.

(b) Regulatory framework - controls that provide reasonable assurance that policies and
procedures: (i) exist to guide the operations of the Representation in the areas of financial and
operational management; (ii) are implemented consistently; and (iii) ensure the reliability and
integrity of financial and operational information.

9. The key controls were assessed for the control objectives shown in Table 1 below.

10. OIOS conducted this audit from April to June 2012. The audit covered the period from 1 January
2010 to 15 May 2012.



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. The Representation’s governance, risk management and control processes examined were
unsatisfactory in providing reasonable assurance regarding the effective management of UNHCR
operations in Zimbabwe. OIOS made two critical recommendations and seven important
recommendations in the report to address the issues identified in the audit. As regards project
management, action had been taken to address OIOS recommendations: (a) to improve record-keeping
and timely dispatch of decisions relating to asylum seekers; (b) to demonstrate that the most appropriate
implementing partners (IPs) had been selected; and (c) to monitor compliance of IPs with clauses in sub-
project agreements dealing with recovery of funds. Action had been initiated to strengthen performance
and financial monitoring of IPs. As regards regulatory framework, the Representation had taken action:
(a) to strengthen controls over the recording of property, plant and equipment (PPE) and serially tracked
items (STIs); and (b) to comply with the Minimum Operating Security Standards (MOSS) for Zimbabwe.
Action had also been initiated: (a) to ensure compliance with procurement rules; (b) to improve
verification and recording of non-food items (NFIs); and (¢) to follow up open accounts receivables.

13. The initial overall rating was based on the assessment of key controls presented in Table 1 below.
The final overall rating is unsatisfactory as implementation of one critical recommendation and three
important recommendations remains in progress.

Table 1: Assessment of key controls

Control objectives
Compliance
Business Efficient and Acc1.1rate . with
.. Key controls . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
P g and rules
Effective (a) Project
management of management
UNHCR (b) Regulatory
operations in framework
Zimbabwe

FINAL OVERALL RATING: UNSATISFACTORY

A. Project management

Action was taken to document the status of mandate refugee asylum seekers

14. Rules on Refugee Status Determination provide that applicants whose claims are rejected should
be informed in writing of the reasons for the rejection within 30 days. There were 13 asylum seekers
rejected by the Government of Zimbabwe (GOZ) since July 2008, with no evidence that the
Representation had informed the asylum seekers in writing within the 30-day deadline. Not informing the



mandate refugee asylum seekers in a timely manner prevent them from appealing within the established
deadline, putting them at risk of deportation.

(1) The UNHCR Representation in Zimbabwe should address the status of the mandate
refugee asylum seekers in a timely manner and implement a proper documentation system
for these cases to ensure that they are monitored and necessary action is taken.

The UNHCR Representation in Zimbabwe accepted recommendation 1 and stated that the Office of
the Commissioner had established measures to improve record-keeping and timely dispatch of
decisions. Starting from May 2012, the Office of the Commissioner made some staffing changes and
beginning 29 May 2012, the Commissioner had been sharing systematically with UNHCR updated
decision lists. In addition, the Branch Office continues to keep this matter under close watch. Based
on the action taken by the Representation, recommendation 1 has been closed.

Action was taken to demonstrate that the most appropriate IPs had been selected

15. The external auditors’ reports on their financial audits of the IPs showed the following:

. The external auditors issued a disclaimer of opinion on an IP’s financial statements over
expenses amounting to $336,642 without receipts. The external audit reports also identified
weaknesses in the handling by another IP of administrative functions such as the lack of records
of the unit values of the inventory on hand as at 31 December 2010.

. The 2011 external audit report on one IP showed that there were expenditures without
supporting documentation. The external auditors recommended that the Representation
investigate the matter but no action was taken.

. The external auditors also recommended that the Representation conduct an investigation
for a project managed by one of the IPs but no action was taken.

16. As UNHCR Headquarters is already aware of these issues and is reviewing them for appropriate
action, OIOS is not issuing any further recommendation on specific matters raised by the external
auditors. Nevertheless, the issues reported by the IPs’ external auditors indicated the need for the
Representation to demonstrate that the most appropriate IPs are selected and retained. The Representation
explained that the IPs were selected by the Representative on the basis of their knowledge of the IPs and
discussion with the Government. However, there was no documentation to support how the selection was
made. A checklist was not used to evaluate the added value, cost-benefit, administrative/operations ratio
and expected impact of the work of the IP. There was no evidence of the establishment of an IP Selection
Committee that should consist of members from various functions and a risk assessment of any of the IPs.
Adherence to required IP selection and retention procedures would assist in identifying more reliable IPs.

(2) The UNHCR Representation in Zimbabwe should demonstrate that the most appropriate
implementing partners (IPs) have been selected by: (a) completing the checklist for
selection and retention of IPs, conducting a risk assessment, and establishing an IP
Selection Committee; and (b) considering the progress made by IPs in implementing audit
and evaluation recommendations for their retention.

The UNHCR Representation in Zimbabwe accepted recommendation 2 and stated the checklists for
all IPs for 2012 and risk assessment had been completed. The IP selection committee was set up in
July 2012 and would meet at the end of November 2012 to make final recommendations on the IPs




for 2013. The risks associated with the selection of IPs had to be considered carefully. In the case of
Zimbabwe, the office did not have a wide range of alternatives for IP selection. Zimbabwe has three
IPs for both IDPs and refugee projects at the time of audit. The main IP was a government
counterpart that was in charge of refugee camp management. In the context of Zimbabwe, it was
more suitable to let the Government manage the camp rather than an NGO as it was a good
interlocutor for security and protection matters together with access to land and natural resources.
Furthermore, a key reason for this partnership was capacity building of the government counterpart
for progressive handover of some protection-related activities (registration, data management and
update, etc.). Further to the review of the external audit reports for the past two years, it appeared
that some recommendations were repeatedly made by external auditors due to lack of formal follow-
up. All IPs were requested to submit a report on the progress made on the implementation of the
recommendations made by the external auditors and discuss with the Representation Program Unit
if any difficulty was encountered. The last reports were submitted on 20 November 2012. These
progress reports, together with other reports would be analyzed by the IP selection committee when
selecting or recommending the concerned IPs for the renewal of agreements for 2013. Based on the
action taken by the Representation, recommendation 2 has been closed.

Performance and financial monitoring of IP project activities should be strengthened

The Representation had not established plans to ensure that performance and financial monitoring

of IPs was being carried out in compliance with the rules. Rules provide that monitoring reports
establish, on an ongoing basis, whether planned results and outputs have been achieved and resources
have been used for intended purposes; however, the Representation was not conducting ongoing financial
and performance monitoring and was conducting it only an ad hoc basis. As a result:

(a) There was no documentation showing whether or not any follow-up was made on the
following significant issues pertaining to Tongogara Refugee Camp:

° Ten confirmed cases of Sexual/Gender-Based Violence;
. Sanitation problems due to lack of latrines;
. Eleven reports on unaccompanied children placed in foster homes complaining

about abuses by foster parents or forced to work instead of attending school.
(b) The level of financial monitoring undertaken was insufficient:

. Local IPs were conducting their own procurement of over $20,000 contrary to
the sub project agreement, and expenditures did not have supporting documentation;

. UNHCR paid salaries of four IP staff while the staffing table showed only three
posts;
. A total of 1,695 fuel coupons were given to staff without controls. For example,

the logbook did not state the name of the driver, dates or purpose of the mission for
which the fuel coupons were given; and

° UNHCR disbursed to an IP, without adequate documentation, a total of $42,888
for workshop expenses, allowances for some participants, tender opening and other
miscellaneous activities.




(3) The UNHCR Representation in Zimbabwe should set up a plan of action agreed with the
implementing partners to conduct performance and financial monitoring, which includes the
establishment of a detailed monitoring tool, annual schedules of monitoring visits, systematic
documentation of the monitoring visits, and sharing monitoring results with the concerned
offices.

The UNHCR Representation in Zimbabwe accepted recommendation 3 and stated that in addition to
the formal plan for performance and financial monitoring included in the IP agreements, the
Representation would agree with IPs during the detailed planning exercise for 2013 planned in
December 2012 on the main outputs and indicators to be monitored and reported on a quarterly
basis. The Multifunctional Team (MFT) set up in July 2012 would lead this exercise. Additionally,
the MFT would conduct a comprehensive Participatory Assessment (PA) in the camp every October
before the detailed planning exercise. Specific filing would be set up and report sharing mechanism
agreed at the same time. The office in Zimbabwe, in collaboration with the Regional Office and HQs
organized three evaluations/surveys by experts (energy survey, cash/voucher survey and nutrition
survey) during the period from September to 15 November 2012 to assess the current overall
situation in the Tongogara Refugee Camp. Related final reports would be available before December
2012. Recommendation 3 remains open pending receipt of a financial and performance monitoring
plan agreed with IPs and report on the overall situation in the Tongogara Refugee Camp.

Action was taken to monitor compliance of IPs with clauses in sub-project agreements dealing with
recovery of funds

18. The Representation had not put in place adequate measures to check whether the IPs were
complying with clauses in sub-project agreements, where recovery of funds was involved. Prompt
follow-up action was taken to address erroneous charges and unsupported expenditures. The pending
issue was the recovery of $137,537 relating to unspent balances that were not returned to UNHCR at the
end of 2011.

(4) The UNHCR Representation in Zimbabwe should monitor the return of unspent balances
and recover from implementing partners the unspent balance of $137,537 at the end of
2011.

The UNHCR Representation in Zimbabwe accepted recommendation 4, stating that unspent
balances for 2011 had been recovered. Based on the action taken by the Representation,
recommendation 4 has been closed.

B. Regulatory framework

Action taken to review staffing structure in light of extensive use of non-regular staff

19. The Representation risked not effectively implementing its work programme due to its continuous
use of temporary staff who were required to take mandatory breaks. Following the audit fieldwork, the
Representation, in coordination with the Regional office and Headquarters, took immediate action to
review the staffing as part of the 2013 planning exercise. As a result, five vacant posts were advertised
and two were discontinued. Others will be advertised in December 2012 and filled by January 2013.
Detailed actions and justifications were provided in the 2013 Country Operations Plan. As steps were
taken to address the issues, no additional action is recommended.



Procurement not conducted in accordance with UNHCR rules

20.

Controls over procurement were weak. Hence, there was no assurance that UNHCR was getting

the best value for money from procurement undertaken. For example, OIOS noted the following:

21.

. A vendor review committee had not been established.

. The vendor database had not been updated resulting in the Representation’s continued
use of under-performing vendors.

. The composition of the Local Committee on Contracts (LCC) was inappropriate and it
was not operating in compliance with rules. The LCC comprised of members and alternates from
local General Service staff category and the composition was neither approved by the Regional
Office in South Africa nor UNHCR Headquarters. Furthermore, LCC minutes were not always
signed or sent to the Secretary at UNHCR Headquarters. Prompt action was taken to address
these issues and in May 2012, the LCC was established and functioning in line with rules.

. Procurement procedures were not followed in the following procurement cases. There
were no contracts with the vendors, no competitive bidding, and no LCC minutes to support the
approval of the following purchases: mobile phones $60,547; security guard services $33,329;
fuel $43,000; travel agent services $69,892; and lease payment for office premises of $8,075 per
month from May 2012.

There was a major breach of the pre-qualification procedures whereby a company was awarded a

frame agreement worth more than $600,000 when there was clear evidence at the time of the bid
evaluation that the company may have lacked the capacity to deliver. In fact, for two months this
company failed to deliver food to the refugees living in Tongogara Camp. UNHCR Headquarters is aware
of this situation and is reviewing it for appropriate action.

(5) The UNHCR Representation in Zimbabwe should put in place a vendor review committee

and ensure that vendors are properly evaluated before a contract is awarded and after
completion of the terms of the contract. The results of these evaluations should be recorded,
the vendor database updated, and the results forming part in considering the vendors for
future contracts.

The UNHCR Representation in Zimbabwe accepted recommendation 5 and stated that due to limited
number of senior staff in Zimbabwe, it was difficult to set up all committees with different members.
Therefore, the Representation had designated the same members of LCC to play also the role of
Vendor Review Committee which would work in collaboration with the Regional Committee and
HQs. The performance of vendors, especially for food and NFlIs involving significant amounts of
money, was evaluated before contracts were awarded. The record of vendors and their performance
exist in the UNHCR Office in Zimbabwe. Some vendors with weak performance were on the “black-
list”. A list of pre-qualified vendors was collected from other United Nations Agencies such as United
Nations Development Programme (UNDP) which UNHCR also use as reference. The Regional Office
and HQs were also contacted for any support or/and advice on vendors to ensure that risks were
minimized. The list of the vendors registered in MSRP would be updated before January 2013.
Recommendation 5 remains open pending receipt of documentation showing that the vendor database
has been updated.




Action taken to consider the effectiveness of using local IPs for procurement

22. At the time of the audit, insufficient attention was being paid as to whether there was a clear
advantage to UNHCR when local IPs are delegated procurement authority. In addition, there was no
monitoring to ensure that the procurement undertaken represented best value for money. The
Representation reviewed the situation and from 1 January 2012 decided to undertake direct
implementation for procurement of key goods and services such as fuel, repair and maintenance to
minimize the risk of potential abuse and enable the Representation to claim and recover easily Valued
Added Tax (VAT). In addition, it provided capacity-building to the IPs on procurement processes in
compliance with UNHCR guidelines. These addressed the concerns raised and no additional action is
proposed.

Action was taken to strengthen controls over recording of PPE and STIs

23. Failure to follow UNHCR rules on asset management resulted in the Representation not being
able to prove it had complete and accurate details of PPE and STI items in its possession and in the
possession of the IPs. For example:

° Field Offices were not maintaining accurate records of their physical stock. Assets
valued at around $90,000 were not recorded in the Managing for Systems, Resources and People
(MSRP) enterprise resource planning software; $13,000 were not bar coded and hence also not
recorded; and $42,000 that were bar coded were not shown in the verification list.

. The Representation had not conducted a comprehensive physical verification of assets
under the custody of IPs and the right of use agreements for assets transferred had not been
signed and submitted to Headquarters for 2011.

24, The above weaknesses were caused by the lack of training and procedures to guide the work of
staff. As at the end of August 2012, the Representation had completed the reconciliation of all assets in
the custody of IPs against the records and had ensured that rights of use agreements were signed and filed.

(6) The UNHCR Representation in Zimbabwe should put in place an action plan to ensure that
staff responsible for assets are trained and understand their responsibilities that assets
should be physically verified and registered in the asset management module of the
Managing for Systems, Resources and People enterprise resource planning software.

The Representation accepted the recommendation and stated that all staff members involved in asset
management already attended trainings on IPSAS and Asset Management and Inventory modules.
Based on the action taken by the Representation, recommendation 6 has been closed.

Need to improve verification and recording of NFIs

25. There were several items in the warehouse that did not match the corresponding MSRP records.
In addition, the Representation did not have the required post distribution standard operating procedures
and distribution plan for NFIs. As a result, the warehouse maintained a number of NFI stocks that had not
moved since 1990s. The UNHCR Representation in Zimbabwe appointed a new staff member on a
temporary contract to conduct inventory in the Harare warehouse; however, the staff member had not
been trained or granted access rights to use MSRP. The Harare warehouse maintains all records manually
and stock movements are relayed to Branch Office Harare for input into MSRP.



(7) The UNHCR Representation in Zimbabwe should improve the verification and recording of
non-food items (NFIs), including: (a) performing a thorough verification of all inventory
items in its warehouses and reconciliation of physical inventory against the records in
Managing for Systems, Resources and People (MSRP) data before using the MSRP
warehouse module for all possible items; (b) training the relevant personnel in Branch Office
Harare in the use of the MSRP warehouse module and ensure that it is used to record all
stock movements; and (c) developing standard operating procedures for the monitoring of
NFIs and a distribution plan for NFIs to avoid obsolescence.

The UNHCR Representation in Zimbabwe accepted recommendation 7 and stated that physical
verification of inventories, including NFIs, was conducted in October 2012 for two warehouses.
Further updates and adjustments for reconciliation with the MSRP inventory modules according to
the findings were underway and expected to be completed by end of November 2012 based on the
recommendations made by the Local Assets Management Board held on 19 November 2012 and
before any new stock movement is recorded. The Representation had also completed the physical
verification exercise for PPE. The LAMB met on the 2 November 2012 to analyze the report and
make further recommendations on the actions to be taken before December 2012 in line with PPE
with zero value or damaged. Refresher and update sessions would be organized during the first half
of 2013 with the support of the Regional Office and Headquarters Global Learning Center (GLC).
Procurement of NFlIs that were in stock was suspended until existing stocks are exhausted.
Recommendation 7 remains open pending receipt of documentation that staff have been trained on
MSRP warehouse module.

Action needed to follow up open accounts receivables

26. As of May 2011, the Representation had not initiated the process to recover accounts receivables
amounting to $818,550 comprising: $520,505 in salary advances paid to UNHCR staff including those on
short-term contracts; $247,469 in salary advances paid to UNHCR local staff; $40,996 in reimbursable
VAT; $8,580 in operational advances; and $1,000 in medical expenditures.

(8) The UNHCR Representation in Zimbabwe should create an action plan to recover long
outstanding open items or, where recovery is not possible, fully justify the items to be
recommended to the Headquarters Asset Management Board for write-off.

The UNHCR Representation in Zimbabwe accepted recommendation 8 and stated that the
Representation was taking efforts to clear all open items with the support and advice of
Headquarters and the Regional Office. The Assistant Administrative Representative from the
Regional Office took a five-day mission, i.e. 15-19 October 2012, to Zimbabwe to assess, advise and
provide support on all administrative and financial issues. Further to her recommendation, an
Administrative/Finance Associate from Namibia took a one-week mission (28 October to 4
November 2012) to Harare to support the office on bank reconciliations and in closing open items.
The long pending open items from 2005 were settled by Headquarters in collaboration with the
Representation in Zimbabwe. Recommendation 8 remains open pending receipt of documentation
showing the recovery of accounts receivables.

Action was taken to comply with MOSS for Zimbabwe

27. Certain offices of the Representation were not compliant with MOSS, exposing staff to security
risks.




(9) The UNHCR Representation in Zimbabwe, in consultation with the Regional Representation
in South Africa and UNHCR Headquarters, should implement the Minimum Operating
Security Standards to ensure the safety and security of staff and property of UNHCR.

The Representation accepted recommendation 9 and stated that the Representation in Zimbabwe
received support from Regional Office and HQs, which made resources available for the
implementation of MOSS in Zimbabwe. The Representation in Zimbabwe integrated the UN
Common Premises Security systems. All United Nations Agencies were sharing the cost related to
MOSS compliance. Based on the action taken by the Representation, recommendation 9 has been
closed.
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