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AUDIT REPORT

Audit of the United Nations Human Settlements Programme operationsin
Bangladesh

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of the United Nations
Human Settlements Programme (UN-Habitat) operafio@angladesh.

2. In accordance with its mandate, OIOS provides as®er and advice on the adequacy and
effectiveness of the United Nations internal canggstem, the primary objectives of which are telep

(a) efficient and effective operations; (b) accertancial and operational reporting; (c) safedusay of
assets; and (d) compliance with mandates, regonkaaad rules.

3. UN-Habitat is mandated by the United Nations Gené&ssembly to promote socially and
environmentally sustainable towns and cities whih goal of providing adequate shelter for all.

4, During the period under review (January 2011 toeJ@013), UN-Habitat Bangladesh was
implementing the settlements improvement compor(50.4 million) of the Urban Partnerships for
Poverty Reduction (UPPR) project. The project waedéd by the United Nations Development
Programme (UNDP) under a letter of agreement sidgnmedeleen UN-Habitat and UNDP dated 24 April
2008. Under the letter of agreement, UN-Habitat esgsected to provide services in the implementation
of the project as specified in a UNDP project doeatrand annual work plan. UNDP, in turn, received
funding from one donor. The UPPR project was bé@imgilemented jointly by UNDP and UN-Habitat in
collaboration with the Government of Bangladesh.

5. The stated objective of the UPPR project was "tprave the livelihood and living conditions of
3.5 million urban poor and extremely poor peoplpeeglly women and girls." The project was being
implemented principally by women in 24 cities anowms through community contracts. The
communities were responsible for identifying aniitizing needs and beneficiaries as well as ttaal
implementation of project activities.

6. UN-Habitat project activities in Bangladesh werenaged by two international staff members,
32 national staff members and 10 national constgdtarhe project was overseen by the UN-Habitat
Regional Office for Asia and the Pacific (ROAP)Ankuoka, Japan.

7. Comments provided by UN-Habitat are incorporateitaiics.

II.  OBJECTIVE AND SCOPE

8. The audit was conducted to assess the adequacgff@ativeness of UN-Habitat's governance,
risk management and control processes in providéagonable assurance regarding dfective and
efficient implementation of activities pertaining to the UN-Habitat operationsin Bangladesh.

9. OIOS included the assignment in the 2013 internditavork plan in response to a request by
UN-Habitat and due to financial and other operatiatsks related to the significant budget sizethsf
project being implemented in Bangladesh.



10. The key controls tested for the audit were: a) gremnce monitoring indicators and
mechanisms; and (b) regulatory framework. For theppse of this audit, OIOS defined these key
controls as follows:

(@ Performance monitoring indicators and mechanisms - controls that provide
reasonable assurance that metrics are: (i) edtadliand are appropriate to enable measurement
of the efficiency and effectiveness of operatid(i};prepared in compliance with rules and are
properly reported upon; and (iii) used to manageratons appropriately.

(b) Regulatory framework - controls that provide reasonable assurance thatigmland
procedures: (i) exist to guide the operations iocprement and financial management; (ii) are
implemented consistently; and (iii) ensure theatw@lity and integrity of financial and operational
information.

11. The key controls were assessed for the controctitags shown in Table 1.

12. OIOS conducted this audit from 15 May 2013 to 168eJ@2013. The audit covered the period
from January 2011 to June 2013. The audit focusethe settlements improvement component of the
UPPR project that was being implemented by UN-Hudhitsing the Settlements Improvement Fund
(SIF). This component had an initial budget of #5@illion, representing 100 percent of all UN-Halbit
activities in Bangladesh.

13. OIOS conducted an activity-level risk assessmendeatify and assess specific risk exposures,
and to confirm the relevance of the selected kemtrots in mitigating associated risks. Through
interviews, analytical reviews and tests of costr@I10S assessed the existence and adequacy mifinte
controls and conducted necessary tests to detetheiecsffectiveness.

1. AUDIT RESULTS

14, UN-Habitat governance, risk management and corgrotesses examined were assessed as
partially satisfactory in providing reasonable assurance regarding ¢ffective and efficient
implementation of activities pertaining to the UN-Habitat operations in Bangladesh. OIOS made 8
recommendations in the report to address issuesfidd in the audit. UN-Habitat accepted and ighia
process of implementing these recommendations.

15. UN-Habitat was contributing to improving the liviediod and living conditions of poor people in
Bangladesh, especially women and girls, by implamgnsettlement improvement activities in
accordance with the letter of agreement with UNDE eelated annual work plans. According to UN-
Habitat records, in 2012, UN-Habitat exceededtadl performance indicators that were specified @ th
work plan. However, there was a need for UN-Haligadtrengthen internal controls by strengtheniag i
risk management processes for implementing majgjegts; and preparing contract completion reports
for completed project activities. With regard tgukatory framework, UN-Habitat needed to reinstate
programme support costs in the budget as per thmaragreement with UNDP and clarify its rolethe
implementation of community activities after thelalirsement of funds.

16. The initial overall rating was based on the assessiof key controls presented in Table 1 below.
The final overall rating ipartially satisfactory as implementation of five important recommendation
remains in progress.



Table 1: Assessment of key controls

Control objectives
Business Efficient and | ,, /\ccurate e
L Key controls icient an financial and | Safeguarding Wi
objective(s) effect_|ve oper ational of assets manda_tes
oper ations reporting regulations
and rules
Effectiveand (a) Performance | Partially Partially Satisfactory Satisfactory
efficient monitoring satisfactory satisfactory
implementation of | indicators and
activities mechanisms
pertaining to the (b) Regulatory Satisfactory Partially Satisfactory Partially
UN-Habitat framework satisfactory satisfactory
operationsin
Bangladesh
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Performance monitoring indicators and mechanisms

Expected outputs were achieved in 2012 accorditgNédHabitat records

17. Under the letter of agreement signed between UNRPUN-Habitat, UN-Habitat was expected
to perform activities funded by SIF under the UPpPMject in accordance with the UNDP project
document and annual work plans. According to tlogeet document and annual work plans, UN-Habitat
expected outputs mainly related to constructiospafcified numbers of latrines, tube wells, footpathd
drains. UN-Habitat achieved the expected outputsuthh its activities funded by SIF as part of tHeRR
project and thereby contributed to the improvenwdrthe livelihood and living conditions of extrengel
poor people, especially women and girls. AccordingUN-Habitat records, in 2012, UN-Habitat
exceeded all the targets in the UNDP work plandbines, tube wells, footpaths and drains as shiown
Table 2 below.

Table 2: UN-Habitat performance for 2012 on SIF funded activities under the UPPR pr o] ect

2012
Key deliverable Target | Actual Variance
Latrines 9,423 11,526 2,103
Tube wells 1,240 1,438 198
Footpaths 97 174 77
Drains 42 69 27

18. In April 2013, an independent evaluation commisstbby one donor found positive results on
the SIF component in terms of processing of cotgracommunity satisfaction, and quality and
maintenance of assets as follows:

(a) Contract processing: It took UN-Habitat an agerof seven days and a maximum of 15 days
to process contracts for its component. The avetatge time to process a contract for SIF as a
whole was 56 days and the maximum was 157 days;



(b) Community satisfaction: Between 73 and 78 et of households were very satisfied with
the latrines, tube wells, drains and footpaths tooted under SIF while 22 to 26 per cent were
satisfied. The results were derived from a sunadacted by UPPR in March 2011; and

(c) Quality and maintenance of assets: Only oneroper cent of the assets constructed under
SIF contracts during or prior to 2010 were foundb# non-functional according to the 2011
UPPR study. The study concluded that in the absefcany third party quality check, the
findings indicated good quality and maintenancagssfets.

19. During the audit field work, OIOS physically vedtl construction projects and interviewed
representatives of four Community Development Cotteas (CDCs) in the towns of Dhaka, Comilla
and Tongi. There were no differences noted betwgdhHabitat records and actual construction
activities that were physically verified. Communitgpresentatives interviewed expressed satisfaction
with the outcomes of the project and they iderdifiee main benefits of SIF activities to be asdieb:

(a) reduced water borne diseases due to accessatowater and hygienic latrines; (b) reduced disga
transmitted by insects that previously flourishedsiagnant water as water drainage had improvéd; (c
reduction of expenditure on medicine due to reduicetdence of diseases; (d) easier movement of
people, especially pregnant women and elderly leeam footpaths; (e) enhanced skills to support
improved conditions of living; and (f) greater wamempowerment.

Need to enhance reporting to stakeholders

20. UN-Habitat did not have a mechanism or system fommunicating its achievements to
stakeholders of the project other than to UNDP wieoe funding the project. As part of UNDP reporting
to the project donor UN-Habitat Bangladesh repodedettlements improvements, but this information
was not shared with other stakeholders. TheretdikeHabitat was missing the opportunity for enhagcin
its visibility with stakeholders, which was essahtor the success of future fund raising actigitie

(1) UN-Habitat should develop a mechanism for reporting its achievements under the Urban
Partnershipsfor Poverty Reduction project to enhanceitsvisbility with stakeholders.

UN-Habitat accepted recommendation 1 and statetldhrmechanism for reporting achievements to
other stakeholders of the project would be devisethe project team to enhance visibility through
publications and accounts of families and commueiagers will be done throughout the final year
of the project. Secondly, UN-Habitat explained tlitativas now part of the International Ajd
Transparency Initiative via which the progress aathievements of all its projects were reported on
a public site accessible by all stakeholders. UNbittdd was in the process of developing a
streamlined reporting system that would provideiinfation on the financial and substantive results
of its programmes. This information would feed ithe agency’s visibility products for both
targeted stakeholders and wider audiences. MoreoUd-Habitat includes its projects in the
agency’s annual report that is published and shawikth the public and major stakeholders.
Projects are also reported in the annual progrespart presented to the Committee of Permanent
Representatives on the delivery of the agency'grarame of workRecommendation 1 remains
open pending the development of a streamlined tieggosystem on its achievements under |the
UPPR project to enhance its visibility with stakkeles.

Need to strengthen planning activities for impletagon of major projects

21. The main purpose of developing strategic plan® iplan and appropriately allocate time, cost
and resources to the work and to effectively managles during project implementation. Failure to
adequately plan greatly reduces the project's @saoitsuccessfully accomplishing its objectives.



22. There was a need for UN-Habitat to strengthen ptenactivities for the implementation of
major projects such as the SIF component of theRJg®Bject. Such planning could, among other things,
identify optimal skill requirements for effectivanplementation of projects throughout the project
lifespan and customized to local conditions. Theege issues in the implementation of the projeat th
highlighted inadequate planning activities for tigks that the project subsequently faced, mairith w
staffing.

23. Three international staff had been budgeted foptiogect (a Senior Human Settlements Advisor,
a Settlements Improvement Advisor and a Communaykihg Advisor), but at the time of the audit
(June 2013) there were only two international staffboard and the project was adversely impacted
whenever the staff members were not present (ssiehhan staff were on mission or annual leave). A
Settlements Improvement Advisor left in October 20dnd was never replaced until the post was
abolished in February 2013. There was no succegsdmming in case of absence of key staff. Generall
there were delays in recruitment of staff. For eplema request for classification for a position of
Community Banking Advisor was sent to UN-Habitatldgquarters in September 2012, but was expected
to be filled only in August 2013. Similarly, a resgt for classification for the position of a Comntyn
Governance Advisor that was sent in October 20tnlod been completed at the time of the audit.

24. In June 2013, a position of a National Coordinat@s created and filled as a result of a
recommendation by UNDP to backstop the internatictaf member. The project could have been
served better if UN-Habitat had identified this dedght from the start of the project in the prajec
planning phase given that UN-Habitat has uniqueesdige in the area. Furthermore, stakeholders
identified a need for an Urban Planning and Landufe Advisor who was recruited in June 2013. Lack
of land security was the most important drawbaekt tommunities identified as an impediment to éffor
to improve settlement as there was possibility wtt®n and loss of investment by the community.
Since land tenure was one of the key mandated,dud&siabitat could have identified the need fortsuc
expertise and ensured that a qualified staff memiasravailable throughout the project.

25. The project staff were overloaded with work. Thejgct only had five experts who were
supported by 24 assistants (one for each town)a¥@mage, each technical staff member supported 68
CDCs while there were seven towns in which eadt stember supported more than 70 CDCs as shown
in Table 3 below. Furthermore, the UN-Habitat pcojeeam in Dhaka only had one staff member to
process an estimated 1,200 contracts for the y@4d8.2 Overloading of staff could result in
compromising the quality of services provided azatl to delays.

Table 3: Example of ratio of CDCsto technical staff membersin townsasat 18 June 2013

Town Number of Number of
technical CDCs Ratio of CDC per
staff technical staff member
Barishal 1 143 143
Sylhet 1 115 115
Chittagong 4 402 100.5
Sirajgon;j 1 82 82
Bogra 1 78 78
Maymensingh 1 78 78
Dhaka 5 362 72.4




26. Generally, from discussions with UNDP managemehnére were concerns regarding UN-
Habitat's capacity to implement the remaining parthe project, with a budget of $12 million, byeth
expected project end date of August 2014. Theretbere was a need for UN-Habitat to ensure that it
had the necessary capacity to complete the prejdtin agreed timeframes.

(2) UN-Habitat should develop strategic plans for the implementation of major projects and
customize them to local conditions to ensure that bottlenecks and delays are prevented to
the extent possible.

UN-Habitat accepted recommendation 2 and stated tha UN-Habitat Programme Approval
Mechanism/Group is a project review structure andteategic management tool that aims|at
strengthening alignment, compatibility and coheesbetween the Strategic Plan, the biennial work
programme and programmes and projects. The revieshamism ensures high quality in project
design at entry, including quality oversight in tlenbedment of Results-Based management
principles. UN-Habitat stated that it would furthstrengthen its risk management processeg for
major projects to ensure bottlenecks and delaysvwpeevented to the extent possible. UN-Habitat
has also plans to provide risk management trainm¢he Programme Approval Mechanism/Grqup
panel members. In addition to the quality assuraimc@roject design at entry, UN-Habitat has
recently developed a Project Implementation Momiigframework with the objective to assist the
organization to address any impediments to propgogress and make adjustments so that results
can be achieved within the designated timeframe.Adogramme Approval mechanism with robust
Project Implementation Monitoring will provide thbasis for strategic plans for project
implementation to ensure that bottlenecks are dete@nd delays are prevented to the extent
possible.Recommendation 2 remains open pending confirmatiah UN-Habitat has conducted
risk management training to the Programme Approvathanism/Group panel members as part of
strengthening its risk management processes farrmapjects to ensure bottlenecks and delays are
prevented to the extent possible.

(3) UN-Habitat should re-assess its capacity to complete the remaining part of the project by
the agreed completion date of August 2014 and take appropriate measur es as needed.

UN-Habitat accepted recommendation 3 and statet] #sof early October 2013, UN-Habitat had
already disbursed approximately $7 million (80% tbé 2013 budget) to the communities.| In
addition, $1.8 million worth of community contraeie being currently processed. Therefore, the
total 2012 budget will be disbursed to the comniemiby the end of November 2013. In addition,
UN-Habitat Bangladesh is already processing projgebposals from communities totaling
approximately $2.2 million or 96% of the 2014 buddégN-Habitat is confident that it has the
required capacity to deliver the remaining acte#tiby the completion datBased on the actiors
taken by UN-Habitat, recommendation 3 has beeredlos

Delays in completion of project activities neededv¢ addressed

27. Project activities were performed at four levelsmenunities; town level; project headquarters
level in Dhaka, Bangladesh; and UN-Habitat ROAP/UNBvel. The process was as follows:

(a) Communities prepared contract proposals;

(b) Town management teams consisting of projett @tal municipalities reviewed the proposals

and if satisfied forwarded the proposals to UN-Httior further review;

(c) UN-Habitat at the project office in Dhaka, B&adgesh, reviewed the proposals and if satisfied
further forwarded the proposals to the UN-Habit&tA® for approval and requested payment for
the activities;



(d) ROAP authorized UNDP to disburse 100 per céthe contract funds directly to government
municipalities;

(e) Municipalities further disbursed the funds tmmenunities based on agreed schedules of
deliverables; and

(f) Communities implemented project activities, gmaeed contract completion reports that were
reviewed by municipal authorities and finally semtUN-Habitat project office in Dhaka.

28. Parties involved in the implementation of projectidties took long to complete assigned
activities and completion reports. According to fraots between municipalities and communities,
communities had six months to construct latrinés'twells but there were no mechanisms to ensure
compliance with this requirement. For example, drlypercent of contracts signed in 2012 between UN-
Habitat and Bangladesh municipalities for impleragénoh of community project activities had final
contract completion reports filed with the UN-Halbibffice in Dhaka, Bangladesh. UN-Habitat expldine
that the town field teams prepared the completéegorts and maintained copies in the town officeibut
was not a requirement to send the reports to Dhakaquarters. This was being corrected. Completion
report submission rates for contracts signed fr0002o 2012 are detailed in Table 4 below.

Table 4: Summary of project completion reportsfrom 2009 to 2012 asat 18 June 2013

Year | Number of Final reportsreceived | Completion rate
contractssigned for completed (percentage)
projects
2009 565 400 71
2010 707 541 77
2011 821 455 55
2012 1,304 145 11
Total 3,397 1,541 45

29. The delays in the completion of activities were thuéack of operational performance targets and
where targets had been set, inadequate mecharosemstire achievement of the targets. There were no
operational targets within which UN-Habitat hadpimcess contracts received from municipalities and
disburse funds; once municipalities received furtidere were no timelines for further disbursement t
communities and no timelines for municipalities siobmit final contract completion reports to UN-
Habitat. UN-Habitat noted that it experienced digant delays in some municipalities due to keyfsta
not being available when needed such as duringi@begeriods. Un-Habitat accepted an opporturaty f
improvement that it liaise with UNDP and other sfagdders involved and assess the viability of
introducing operational targets for completion bjpaoject activities in order to ensure timely coletion

of projects. For this purpose, UN-Habitat stateat thhad since completed an operational planvitoatd

be closely monitored.

30. There were inconsistencies in the number of imsgits for payments to communities. For
example, in the town of Comilla, communities weegdpn three installments while in the town of Tong
five installments were used. Since requesting, ggsiog and authorization of installments took tithe,
higher the number of installments the higher tek of delays in completion of activities. UN-Halitead
since accepted an opportunity for improvement byirga all municipalities administer only three
installments in order to expedite the completioadfvities.

31. Delays in completion of project activities resulted delayed realization of project benefits;
extended management oversight of projects hencetiadd costs; and delayed freeing up of
management capacity to attend to other communitigee communities interviewed also indicated that



delays were adversely impacting them mainly in tways: (a) increased costs of materials and labour
which resulted in budget deficits leading to dethgempletion of planned activities; and (b) deceelas
quality of outputs as only substandard materiats labour were found or skilled labour was no longer
available for extended periods of times.

(4) UN-Habitat should ensure that project activities are completed in a timely manner; and
final contract completion reportsare prepared and filed in the Dhaka Office.

UN-Habitat accepted recommendation 4 and statet tha
e As at 30 June 2013, 75per cent of completion repoitpre-2012 contracts are already |in
file at the Dhaka head office;

e By 31 December 2013, 95 per cent of all pre-20X8reats will be closed and completion
reports filed;

* The operational target is to get 80 percent ofpatljects approved during the project peripd
completed and accounts closed with completion tspmn file by 31 March 2014;

* That will leave the real problematic projects (laddsputes, political problems, cost over
runs, etc.) and a few projects in large towns tabmpleted during the final four months|of
the project; and

« The above targets have been included in the OmaraltiPlan (UNDP/UPPR Management
Strategy and Action Plan) of the project and inwwaak plan submitted to the donor.

Recommendation 4 remains open pending receipt ofiramation that final contract completign
reports have been prepared and filed in the DhdkeeJor all contracts whose field activities have
been completed.

B. Regulatory framework

Letter of agreement was complied with during theqobunder review

32. UN-Habitat complied with the letter of agreemenattivas signed on 24 April 2008 between
UNDP and UN-Habitat on the implementation of theP&®Pproject. In accordance with the letter of
agreement, UN-Habitat implemented activities agifipel in the UNDP project documents and related
annual work plans. UN-Habitat also maintained s#jgafinancial records for the project and provided
periodic financial statements to UNDP.

Programme support costs needed to be includedemdzed separately in the budget

33. The revised project budget did not include fundspfmgramme support costs for UN-Habitat. In
the letter of agreement between UNDP and UN-Habitated on 24 April 2008, there was a budget line
for programme support costs of $2.4 million whichswive percent of the project costs. However, in a
subsequent amendment to the letter of agreemesd d8tFebruary 2013, programme support costs were
excluded in the revised budget while other expemeliines were increased by five percent.

34. The letter of agreement with UNDP stated that “UN$¥all have no obligation to provide UN-
Habitat any funds or make any re-imbursement fpeases incurred by UN-Habitat in excess of thd tota
budget as set forth in the project document andi@nmork plan”. There was a risk of dispute between
UNDP and UN-Habitat for any funds used by UN-Habfta programme support costs. According to
UN-Habitat financial statements, as at 31 Decer@2bé®2, UN-Habitat had already spent $1.4 million on
project support costs.



35. UN-Habitat explained that UNDP had requested thppsrt costs be integrated into each budget
line to reflect the total expenditure on each budgee. OIOS is of the opinion that incorporating
programme support costs in budget lines would digte actual expenditure on project activities and
compromise the accuracy and reliability of finahceports to be prepared by UN-Habitat for 2013 and
2014.

(5) UN-Habitat should request an amendment to the letter of agreement with UNDP to re-
instate programme support costsin the budget as per the original agreement.

UN-Habitat accepted recommendation 5 and statetlitivaill start soon discussion with UNDP for
an amendment with prospective changes to the bindgand the related financial reporting of the
project. Recommendation 5 remains open pending amendmettieofetter of agreement with
UNDP to re-instate programme support costs in thggbt as per the original agreement.

Travel expenditure needed to be budgeted for

36. There was no budget for staff to travel to fielddtions to monitor project activities. In order to
ensure some oversight over field activities, UND&ved transport and met travel costs for UN-Hatbit

national staff in an informal arrangement. While ihitial UN-Habitat budget for the project inclute

$75,000 and $80,000 for mission costs for seversyéaese budgets were to cover mission costddéfr s

from ROAP and UN-Habitat Headquarters, respectjvelyisit the project office in Bangladesh.

37. Not budgeting for travel could hamper the abilifyluN-Habitat to fulfill its responsibilities in
effectively and efficiently implementing the SIFraponent of the UPPR project.

(6) UN-Habitat should provide for travel expenditure in the project budget in order to
facilitatefield visitsthat are necessary to monitor project implementation.

UN-Habitat accepted recommendation 6 and stated thé-Habitat Advisor has negotiated with
UNDP/UPPR to include travel allowance budget li$&%,000 in 2013 and $15,000 in 2014) in the
mid-year review of the annual work plan and budgBaised on the actions taken by UN-Habitat,
recommendation 6 has been closed.

Planning and disbursement activities needed teWewed

38. UN-Habitat did not disburse any funds to municigathorities from 1 January to 16 June 2013.
UN-Habitat explained that normally planning actisttook place in the first half of the year wraletual
disbursements were usually made in the secondohdiffe year. According to the community members
interviewed, construction activities in Bangladegére mainly done from January to June each year,
because July to December was the rainy seasonndtiie rainy season, communities experienced
challenges in construction because of wet conditemd scarcity of building materials as most faesor
were closed, which in turn increased the cost dtlimg materials.

39. By disbursing funds in the second part of the yed;Habitat, the Government of Bangladesh
and communities lost an important opportunity t@lement the projects in a timely manner. Delays in
completion of project activities resulted in untignesalization of project benefits and exposurditgher
project costs.

(7) UN-Habitat should re-organize its planning activities so that funds are disbursed to
municipalities at an appropriate time for implementation of project activities taking into




account therainy season.

UN-Habitat accepted recommendation 7 and stated the project approval process has begen
reviewed so that by 30 September 2013 (or latedt@uatober), which is one month before the end
of the monsoon rains, funds for 95 per cent ofpitigects will already be in the municipalities for
disbursement to the communitiés.order to expedite the funds disbursement tocttramunities
advance information will be provided to the CDCssasn as the management approves the praject.
The communities can then request for their firstaiment without waiting for the funds to actually
arrive in the municipalityRather than calendar months, field operations Wwél managed aroun

the construction season. Therefore community agilanning and contract preparation are to be
undertaken before the monsoon rains and contramtgssing during the monsoon period to assure
that funds are available to the communities asnleasoon is endindgased on the actions taken by
UN-Habitat, recommendation 7 has been closed.

Role of UN-Habitat after disbursement of funds resktb be clarified

40. The letter of agreement between UNDP and UN-Habwte not clear on the accountability for
UN-Habitat regarding the monitoring of the actuaplementation of project activities. This coulduies
in disputes with UNDP and the Government of Bangsdd which could potentially impact on the
reputation of UN-Habitat.

41. UNDP provided funds to UN-Habitat for the delivarfyspecific and measureable outputs as per
annual work plans. UN-Habitat's role in the projafier disbursement of funds to municipalities was
clear. Based on the approved project proposals;Habitat disbursed 100 per cent of the funds to
municipalities. Thereafter, municipalities disbutsthe funds to the communities based on agreed
deliverables. However, it was not clear whether-lbitat had any role to play to address problems
during project implementation at the community leveor example, it was not clear whether UN-Habita
could intervene when communities failed to delitre agreed outputs, or when municipalities failed t
transfer funds to the communities.

(8) UN-Habitat should clarify with UNDP its role in the implementation of community
activities after the disbursement of fundsand amend theletter of agreement accordingly.

UN-Habitat accepted recommendation 8 and stated ithaill clarify with UNDP its role in the
implementation of community projects after disborsets of funds, particularly in cases where
communities do not deliver the specified outputserwthere are significant balances in bank
accounts and when there are savings against disbuiisnds to the communitie8ecommendation
8 remains open pending receipt of confirmation thidtHabitat has clarified its role with UNDP jn
the implementation of community activities aftee tisbursement of funds and amended the letter
of agreement accordingly.
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42. OIOS wishes to express its appreciation to the Meameent and staff of UN-Habitat for the
assistance and cooperation extended to the auditargy this assignment.

(Signed David Kanja
Assistant Secretary-General for Internal Oversigvices
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STATUSOF AUDIT RECOMMENDATIONS

Audit of the United Nations Human Settlements Programme oper ationsin Bangladesh

ANNEX |

——— 3
REERIT Recommendation criiE] /2 Cé Actions needed to close recommendation Implemen}atlon
no. I mportant (6] date
1 UN-Habitat should develop a mechanism fdmportant @) Development of a streamlined reporsiystem | 31 December, 201
reporting its achievements under the Urban on its achievements under the UPPR project fo
Partnerships for Poverty Reduction project |to enhance its visibility with stakeholders.
enhance its visibility with stakeholders.
2 UN-Habitat should develop strategic plans for tHenportant 0] Confirmation that UN-Habitat has conducted | 31 January, 2014
implementation of major projects and customjze risk management training to the Programme
them to local conditions to ensure that bottlengcks Approval mechanism/Group panel member ag
and delays are prevented to the extent possible. part of strengthening its risk management
processes for major projects to ensure
bottlenecks and delays are prevented to the
extent possible.
3 UN-Habitat should re-assess its capacity | tmportant C Implemented 31 October 2013
complete the remaining part of the project by the
agreed completion date of August 2014 and fake
appropriate measures as needed.
4 UN-Habitat should ensure that project activiges | Important @] Receipt of confirmation that final contract 31 December, 201
completed in a timely manner; and final contract completion reports have been prepared and filed
completion reports are prepared and filed in [the in the Dhaka Office for all contracts whose fie|d
Dhaka Office. activities have been completed.
5 UN-Habitat should request an amendment to|thaportant 0] Amendment of the letter of agreement with | 31 December, 201
letter of agreement with UNDP to re-instate UNDP to re-instate programme support costs|in
programme support costs in the budget as pef the the budget as per the original agreement.
original agreement.
6 UN-Habitat should provide for travel expendituremportant C Implemented 31 October 2013
in the project budget in order to facilitate figld
visits that are necessary to monitor project

implementation.

! Critical recommendations address significant angéovasive deficiencies or weaknesses in govemaigk management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
2 Important recommendations address important @efites or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofienintrol and/or business objectives under review.
3 C =closed, O = open

* Date provided by UN-Habitat in response to recomta¢ions.
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REEC: Recommendation e /2 Cé Actions needed to close recommendation I mplemen}atlon

no. I mportant (®) date

7 UN-Habitat should re-organize its plannipgmportant C Implemented 31 October 2013
activities so that funds are disbursed |to
municipalities at an appropriate time fpr
implementation of project activities taking into
account the rainy season.

8 UN-Habitat should clarify with UNDP its role in | Important @) Receipt of evidence showing that UN-itedb | 31 December, 201
the implementation of community activities after has clarified with UNDP its role in the
the disbursement of funds and amend the letter pf implementation of community activities after the

disbursement of funds and amended the lettef of

agreement accordingly.

agreement accordingly.
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{f’@‘@b United Nations Human Settlements Programme
Wy P.O. Box 30030, Nairobi 00100, KENYA

- Tel: +254-20 7625555 email - QED@unhabitat.org
FOR A BETTER URBAN FUTURE http://www.unhabitat.org

MEMORANDUM

To: Gurpur N. Kumar, Deputy Director Reference:
Internal Audit Division, OIOS

Through:

From: Dr. Joan Clos Date: 29 October 2013
Executive Director
UN-Habitat

Subject: Draft report on an au f the United Nations Human Settlements Programme

operations in Bangladesh (Assignment No. AA2013/250/01)

[ refer to your Draft Report on the above mentioned audit dated 7 October 2013 addressed to me
and requesting comments.

I am pleased to present in attached Appendix I an action plan with target dates and the title of the
individual responsible for implementation of each recommendation. We take this opportunity to thank
the Office of Internal Oversight services (OIOS) for the services it provided to UN-Habitat on
the above-mentioned audit.



AUDIT RECOMMENDATIONS
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Audit of the United Nations Human Settlements Programme operations in Bangladesh

A - Title of ;
e Recommendation Suycnl /2 pesepted? responsible pipcmentation Client comments
no. Important™ | (Yes/No) s Date
individual
1 UN-Habitat should develop a Important Yes Senior Human A mechanism for reporting achievements to

mechanism for reporting its Settlements 31 December other stakeholders of the project would be
achievements under the Urban Officer, Regional 2013 devised by the project team to enhance
Partnerships for Poverty Reduction Officer for Asia visibility through publications and accounts
project to enhance its visibility Pacific

with stakeholders.

of families and community leaders will be
done throughout the final year of the project.
Secondly, UN-Habitat is now part of the
International Aid Transparency Initiative via
which the progress and achievements of all its
projects were reported on a public site
accessible by all stakeholders. UN-Habitat is
in the process of developing a streamlined
reporting system that would provide
information on the financial and substantive
results of its programmes. This information
would feed into the agency’s visibility
products for both targeted stakeholders and
wider audiences.

UN-Habitat includes its projects in the
agency’s annual report that is published and
shared with the public and major
stakeholders. Projects are also reported in the

' Critical recommendations address significant and/or pervasive deficiencies or weaknesses in
assurance cannot be provided regarding the achievement of control and/or
* Important recommendations address important deficiencies or

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

governance, risk management or internal control processes, such that reasonable
business objectives under review.

weaknesses in governance, risk management or internal control processes, such that reasonable assurance may be at
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Title of :

o 1 9

o Recommendation Crcal /2 gocepied: responsible LB Client comments

no. Important” | (Yes/No) i o Date

individual
annual progress report presented to the
Committee of Permanent Representatives on
the delivery of the agency’s programme of
work.
2 | UN-Habitat should develop Important Yes Secretariat of the The UN-Habitat Programme Approval

strategic plans for the
implementation of major projects
and customize them to local
conditions to ensure that
bottlenecks and delays are
prevented to the extent possible.

Project Approval
Group under the
Programme
Division

31 January 2014

Mechanism/Group (PAG) is a project review
structure and a strategic management tool that
aims at strengthening alignment,
compatibility and coherence between the
Strategic Plan, the biennial work programme
and programmes and projects. The review
mechanism ensures high quality in project
design at entry, including quality oversight in
the embedment of Results-Based
management (RBM) principles.

UN-Habitat will further strengthen its risk
management processes for major projects to
ensure bottlenecks and delays are prevented
to the extent possible. UN-Habitat has also
plans to provide risk management training to
the PAG panel members.

In addition to the quality assurance in project
design at entry, UN-Habitat has recently
developed a Project Implementation
Monitoring Framework with the objective to
assist the organization to address any
impediments to project progress and make
adjustments so that results can be achieved
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Rec. : Critical'/ | Accepted? e (.)f Implementation :
Recommendation 2 responsible Client comments
no. Important” | (Yes/No) R Date
individual

within the designated timeframe. The
Programme Approval mechanism with robust
Project Implementation Monitoring will
provide the basis for strategic plans for
project implementation to ensure that
bottlenecks are detected and delays are
prevented to the extent possible.

53 | UN-Habitat should re-assess its Important Yes Settlement As of early October 2013, UN-Habitat already
capacity to complete the remaining Improvement 31 December | disbursed approx. $7 million USD (80% of the
part of the project by the agreed Advisor, 2013 2013 budget) to the communities. In addition
completion date of August 2014 UN-Habitat $1,8 million USD worth of community contracts
and take appropriate measures as Bangladesh are being currently processed. Therefore the total
needed. 2013 budget will be disbursed to the communities

by end of November 2013. In Addition UN-
Habitat Bangladesh is already processing project
proposals from communities totaling approx.. 2.2
million USD or 96% of the 2014 budget. UN-
Habitat is confident it has the required capacity to
deliver the remaining activities by the completion
date.

4 | UN-Habitat should ensure that Important Yes Settlement e Asat30 June 2013, 75% of completion
project activities are completed in Improvement 31 December reports of pre-2012 contracts are already
a timely manner; and final contract Advisor, 2013 in file at the Dhaka head office;
completion reports are prepared UN-Habitat * By 31 December 2013, 95% of all pre-
and filed in the Dhaka Office. Bangladesh 2013 contracts will be closed and

completion reports filed;

® The operational target is to get 80% of all
projects approved during the project
period completed and accounts closed
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Rec. : Critical'/ Accepted? Litle (.)f Implementation :
x5 Recommendation Lo pe (Yes/No) I:esp_m.mhle Dt Client comments
individual
with completion report on file by 31
March 2014;

e That will leave the real problematic
projects (land disputes, political
problems, cost over runs, etc.) and a few
projects in large towns to be completed
during the final four months of the
project; and

® The above targets have been included in
the Operational Plan (UNDP/UPPR
Management Strategy and Action Plan)
of the project and in the work plan
submitted to the donor.

5 | UN-Habitat should request an Important Yes Senior Human UN-Habitat will start soon discussion with UNDP
amendment to the letter of Settlements 31 December | for an amendment with prospective changes to the
agreement with UNDP to re-instate Officer, Regional 2013 budgeting and the related financial reporting of
programme support costs in the Officer for Asia the project.
budget as per the original Pacific
agreement.

6 | UN-Habitat should provide for Important Yes Senior Human UN-Habitat Advisor has negotiated with
travel expenditure in the project Settlements 31 December | UNDP/UPPR to include travel allowance budget
budget in order to facilitate field Officer, Regional 2013 line ($15,000 in 2013 and $15,000 in 2014) in the
visits that are necessary to monitor Officer for Asia midyear review of the annual work plan and
project implementation. Pacific budget.

7 | UN-Habitat should re-organize its | Important Yes Settlement The project approval process has been reviewed
planning activities so that funds Improvement 31 December | so that by 30 September 2013 (or latest mid-
are disbursed to municipalities at Advisor, 2013 October), which is one month before the end of
an appropriate time for UN-Habitat the monsoon rains, funds for 95 per cent of the
implementation of project Bangladesh projects will already be in the municipalities for

activities taking into account the

disbursement to the communities. In order to
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Rec.

no.

Recommendation

Critical'/
Important’

Accepted?
(Yes/No)

Title of
responsible
individual

Implementation
Date

Client comments

rainy season.

expedite the funds disbursement to the
communities, advance information will be
provided to the CDCs as soon as the management
approves the project. The communities can then
request for their first installment without waiting
for the funds to actually arrive in the
municipality.

Rather than calendar months, field operations will
be managed around the construction season.
Therefore community action planning and
contract preparation are to be undertaken before
the monsoon rains and contract processing during
the monsoon period to assure that funds are
available to the communities as the monsoon is
ending.

UN-Habitat should clarify with
UNDP its role in the
implementation of community
activities after the disbursement of
funds and amend the letter of
agreement accordingly.

Important

Yes

Senior Human
Settlements
Officer, Regional
Officer for Asia
Pacific

31 December
2013

UN-Habitat will clarify with UNDP its role in the
implementation of communities after
disbursements of funds, particularly in cases
where communities do not deliver the specified
outputs, when there are significant balances in
bank accounts and when there are savings against
disbursed funds to the communities.




