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AUDIT REPORT

Audit of United Nations High Commissioner for Refugees operationsin Nepal
l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of United Nations High
Commissioner for Refugees (UNHCR) Representatigpaesible for the management of operations in
Nepal (hereafter referred to as ‘the Representation

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

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

3. The Representation commenced operations in 1989wasdresponsible, as at 31 December
2012, for a population of concern of some 41,000gees from Bhutan as well as 300 asylum seekers
and urban refugees. It also assisted Tibetan mevals, facilitated their transit to India, anddertook
activities to reduce statelessness. The Représensa activities have also actively focused on
resettlement of refugees from Bhutan to third coest

4. The expenditures of the Representation were $1lomifor 2012 and $12.7 million for 2011.
The Representation had two offices: the Representaffice in Kathmandu, which was responsible for
the overall direction of the country operation; an8ub Office in Damak (SOD), which was responsible
for refugees from Bhutan, all of whom stayed atBieédangi and Sanischare camps. Approximately 61
per cent of the 74 staff were located at SOD, wlhiile rest were at the Representation office in
Kathmandu. As of 1 January 2013, the staff corepgrisne Representative (D-1); 11 professionals; 6
national officers and 56 general service staff.

5. Comments provided by the UNHCR are incorporatdthlits

II.  OBJECTIVE AND SCOPE

6. The audit of the UNHCR operations in Nepal was coted to assess the adequacy and
effectiveness of Representation’s governance, mslhagement and control processes in providing
reasonable assurance regardimgeffective management of UNHCR operationsin Nepal.

7. The audit was included in IAD’s 2013 OIOS risk-bésenual work plan due to the operations in
Nepal being rated as higher risk, partly due to ldrge number of implementing partners (12) who
executed 86 per cent of the operational budgete &kt audit of the Representation was conducted in
2006.

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

(@ Project management: controls that are designed to provide reasonatderance that
there is accurate and complete monitoring and tigygpof project activities.

(b) Regulatory framework: controls that provide reasonable assurance thaHCR
policies and procedures are adequate and are éiaugively complied with.



9. The key controls were assessed for the controkobgs shown in Table 1.

10. OIOS conducted the audit from February to March30The audit covered the period from 1
January 2011 to 31 December 2012.

11. 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 corstr@IOS assessed the existence and adequacy rokinte
controls and conducted necessary tests to detetheiecsffectiveness.

1. AUDIT RESULTS

12. The UNHCR operations in Nepal's governance, risknaggment and control processes
examined were initially assessedmstially satisfactory in providing reasonable assurance regarding
the effective management of UNHCR operations in Nepal. OIOS made five recommendations to
address issues identified in the audit.

13. Controls over project management were initiallyeased as partially satisfactory. There was a
need to complete pending best interest determmatses and to review the pre-qualified statusksya
implementing partner for undertaking procurementverly that the processes followed by the
implementing partner lacked transparency and fagnend did not ensure value for money. The
Representation took the following corrective actiofa) ensured that a partner documented medical
referral procedures and computed lump-sum amouwntsatly; (b) reallocated staffing resources tacle
the backlog of pending resettlement fraud invetitga and captured biometrics data for refugeed; an
(c) improved supply of water and cooking fuel a thfugee camps.

14, Controls over regulatory framework were initiallgsessed as partially satisfactory because the
Representation needed to address the weaknesiesoimn procurement, including the requirement to
follow competitive selection processes for all juarges. The Representation took corrective action t
review supply chain management and train procuréstaff of UNHCR and its partners.

15. The initial overall rating was based on the assessmf key controls presented in Table 1 below.
The final overall rating ipartially satisfactory as implementation of two important recommendations
remains in progress.

Table 1: Assessment of key controls

Business Key controls Control objectives
objective Efficient and | Accurate financial . Compliance with
) . Safeguarding mandates,
effective and oper ational ;
: . of assets regulationsand
operations reporting rules
Effective (a) Project Partially Partially Partially Partially
management of management | satisfactory satisfactory satisfactory Satisfactory
,UNHCa'T operations [ (h) Regulatory| Partially Partially Partially Partially
in Nep Framework satisfactory satisfactory satisfactory Satisfactory

FINAL OVERALL RATING: PARTIALLY SATISFACTORY




A.  Project management

Action was taken to address internal control weages identified at an implementing partner

16. The following weaknesses were noted in the wayvgidmenting partner, entrusted with making
medical referrals to hospitals for refugees in nekthedical assistance, conducted operations oalbeh
of the Representation:

« Some of the staff of the implementing partner, \Wwhiad an annual budget of $300,000,
mixed their personal funds with funds allocatedllyHCR to the partner. Corrective
action was taken by the issuance of instructiorstdti to prevent the mixing of personal
staff and UNHCR funds.

» This partner made medical referrals to hospitals fefugees in need of medical
assistance and settled hospital bills in cash. ORHules require that to the extent
possible, payments should be made by cheque or tban&fer in order to reduce the
handling of cash. Mitigation action was taken byeeing into agreement with hospitals
for making cheque payments.

* UNHCR rules also require that partners responddlenaking medical referrals should
have written procedures in place to ensure thascase referred to hospitals when there
is a genuine need. However, the partner did nauehent the medical referral
procedures as required under UNHCR guidelines, hwiricreased the risk of incorrect
referrals.

« The same implementing partner had responsibility tkking care of refugees with
substance abuse problems. The partner had entamedin agreement with a sub-
contractor in which it paid a lump-sum amount of RNB3,000 ($393) per person
admitted to contractor's rehabilitation centre. eThump-sum amount was not
determined based on a proper consideration of dgpacd fixed costs, and the same
rate was charged regardless of the length of stay.

17. Had the Representation ensured proper arrangenfientsupervision and monitoring of the
implementing partner, these issues would have Hetatted earlier.

(1) The UNHCR Representation in Nepal should improve supervisory control over the concerned
implementing partner to ensurethat: (i) medical referral procedures are documented; and (ii)
the rehabilitation lump-sum amount is calculated based on a proper consideration of capacity,
fixed costs and the duration of stay.

The Representation accepted recommendation 1 atetisthat: (i) the concerned partner’s referral
guideline/agreements with hospitals were documen@uk of the tertiary hospitals declined to enter
into an agreement based on their policy despiterst\efforts made by the Office. The concerped
partner formed a medical team comprising its Healtoordinator, Camp Medical Officers and
Invoice Verifier to verify the bills received froraferral hospitals and pharmacies. The medical

team verified the bills and medical prescriptiopogts to confirm whether the services have actually
been availed or not. After verifying the bills the team the payment was made to the referral
hospitals and pharmacies. (ii) The agreement betwbe two partners concerned was documented.
The agreement distinguishes different rate pergoatdepending on the length of stay. The rate|has
been reduced by 15 per cent in averagased on the action taken by UNHCR, recommendadtipn




| has been closed.

The pre-qualified status of an implementing partmeded to be reviewed

18. An implementing partner who had been delegated caitighto use their own rules for
procurement is referred to as a pre-qualified gartnThis denotes that UNHCR has reviewed the
partner's established internal procurement proedand accountabilities and has assessed these as
compliant with key standards. However, even fa-gualified partners, UNHCR is required to monitor
the implementing partner procurement processesnsure that relevant rules and procedures are
followed. Should the monitoring reveal weaknesd#NHCR reserves the right to reverse the pre-
gualified status granted to the partner.

19. An implementing partner who had been delegated ocaityhto use their own rules for
procurement (referred to as pre-qualified) carred procurement aggregating to $753,537 in 2012.
There was no evidence that the Representation diaah taction to review the implementing partner’s
procurement process despite a qualified opinioreived by the partner in 2011 from the UNHCR
appointed auditors, arising from the weak procurgngocesses in use. The failure to undertake
adequate monitoring meant that the Representatiold ot demonstrate that best value for money had
been obtained.

20. OIOS reviewed the largest contract undertaken byirttplementing partner, valued at $400,000,
which was for the purchase of briquettes (20 pert ©f the budget allocated). The initial exercise
tendering elicited four responses and resultedi@wast bid of NPR 13.1($0.16) per kg. Howevesdth

on an unverified statement that three of the faypsers had not signed the terms and conditiornthef
tender, the Procurement Committee disqualifiedthihee suppliers. The Committee decided to re-tende
as they assessed that as only one bidder was igdalddequate competition was not demonstrated.
However, there was no documentary evidence to agotiste the disqualification of the three suppliers
and in OIOS’ assessment the first tendering exengsulted in a viable bid that was competitive and
should have been accepted. During the re-tendérieg vendors submitted bids. Two were disqealifi
for technical reasons on the grounds of a laboyatport although that did not exhibit any stroegson

for disqualifying the vendors as the quality partere were very similar for all the samples, inchgli
that of the winning bid. As a result of this exsecthe lowest bidder in the re-tendering, who aoted
NPR 15.5/kg ($0.18 kg) was ruled out and, the teasarded at price of NPR 20/kg ($0.23/kg). This
resulted in the implementing partner paying $110,2@re than they would have had they had accepted
the bid from the first round. As UNHCR had notrad out the required review of the procurement
authority delegated to the partner, it was unablelétect and correct in a timely manner the issues
identified by OIOS. OIOS concluded that it coulot tbe demonstrated that a transparent competitive
bidding process and a proper technical and finaresialuation had been done by the implementing
partner.

(2) The UNHCR Representation in Nepal should: (i) request the Supply Management and
Logistics Service at Headquarters to review the pre-qualified status for the concerned
implementing partner; and (ii) undertake a review of its procurement of briquettes.

The Representation accepted recommendation 2 atedsthat: (i) they have taken up the mafter
with the Supply Management and Logistics Serviddegtdquarters on the pre-qualification status

and a response was awaited. (ii) With respectrxyrement of briquettes, the Office has been
actively following up with the partner. After lehg processes and lab testing on specification of
the briquette sample, a vendor was finally seleaed30 September 2013Recommendation 2
remains open pending receipt of the results ofr¢lweew undertaken by SMLS of the pre-qualified
status of the partner.




Need to improve the provision of some camp senticeseet camp standards

21. The Representation had met some of its camp taiyée areas of health care, education, food
and shelter and it had initiated various measuwesnsure that all camp services were provided as pe
UNHCR standards. This was achieved by puttinglaicga standard operating procedures for sexual and
gender based violence, best interest determinassassments (BID/BIA); and the use of a participato

approach to camp management. However, a shorfagesa@urces had impacted on its ability to meet
targets in the following areas:

* As at 31 December 2012, the best interest detetimmasub-unit conducted 243
BID/BIA for unaccompanied minors and separateddchit. Seventy two cases were
pending, indicating a completion rate of 77 pert@gainst the 2012 country operations
plan target of 90 per cent.

* In 2012, UNHCR reduced the baseline standards &emdue to the influx of refugees
at the two camps. Although the year-end resultsthe2012 targets, these were below
the standard requirement of 80 persons per wager @oncerns of inadequate water
supply at Beldangi were also expressed by the Qdampagement Committee.

» Actual supply of briquettes in 2012 was only fonenimonths i.e. 75 per cent as against
the target of 100 per cent. The quality of the beites was 50 per cent below the
required minimum calorific value of 4200 Kcal pey. k

(3) The UNHCR Representation in Nepal should ensure that it: (i) assigns adequate staffing
resources for completing the pending Best Interests Determination/Assessment; and (ii)
provides its camps with adequate supplies of water and cooking fuel in line with UNHCR
standards.

The Representation accepted recommendation 3 atddsthat: (i) necessary staffing has been
allocated to complete the pending Best Interesteef@nation/Assessment (BIA and BID) cases,
however, other factors such as ongoing legal preegsfamily or community consultations also
come into play and influence the timeframe forrsolution of these cases. A close monitoring of
the cases was in place to track progress and enthai most timely resolution. (ii)The Water
Supply Survey — Bhutanese Refugee Camps of Edétgrad was undertaken in 2013. The Office
was rigorously following up with the Implementingréher on the quality of the briquettes as well|as
the testing of samples to ensure that the itemg theestandard and specification. In addition , the
Office had started the distribution of bio-brigueto a few of the vulnerable families in the camp
starting October 2013 on a pilot project basis aigito expand the number of families based on its
effectiveness and availability in the local marteetliversify the pool of suppliercecommendatio

3 remains open pending receipt of documentaticatingl to the completion of pending BID cases
pertaining to 2012.

Action was taken to reallocate staffing resourae<lear the backlog of pending resettlement fraud
investigations and capture biometrics data forgeés

22. In accordance with guidance on resettlement fragded in March 2008, the Representation had
implemented, since January 2009, several measureprdvent, detect and investigate fraud in
resettlement of refugees to third countries. Messumplemented included: (a) establishing a fraud



panel; (b) collection of biometric data; (c) appoient of a fraud focal point; (d) undertaking aweags
training for staff and partners; (e) disseminatmgi-fraud materials to refugees; (f) carrying autesk
review and requiring full Resettlement Registratiborms (RRF) for census absentees; and (g) the
development of country-specific standard operatigmacedures (SOP). However, at the time of the
audit fieldwork, the following elements of the gelithe had not been completed:

» Fraud risk assessments and the baseline standaddists had not been completed and
shared with UNHCR Headquarters. The Represent#tiok action and completed and
submitted the fraud risk assessment and the baseiecklists in May 2013.

* The fraud unit had been allocated insufficient fgigf resources (1.5 staff members)
which limited its ability to review and investigai@ud cases. This resulted in delays in
completing fraud investigations leading to accuriofaof 236 pending cases which in
the estimation of the Representation would needentban 18 person months to be
concluded.

» Biometric data was only partly collected and wa$ pot to use in the resettlement
process as recommended under UNHCR’s policy. Tdmdentation continued to rely
only on photograph identification in its resettlathprogramme. The exclusive reliance
on photographs as a means of confirming identitys wat adequate to detect the
increasing numbers of fraud cases. This situaimurred as the fingerprint data for all
the refugees above of the age of 16 had not bg#ureal.

(49) The UNHCR Representation in Nepal should reallocate staffing resour ces to clear the backlog
of cases pending fraud investigations;, and complete the biometrics data collection for all
refugees.

The Representation accepted recommendation 4 atetisthat: (i) in the course of 2013, staff was
reallocated from other units to support the clegriof pending fraud cases. Continued efforts were
being made to bring the number of pending casesiddid) As a matter of policy, biometric datalis
collected for refugees above 16 and for refugeesse/mefugee card is close to expiry. Typically|the
duration of the validity of the refugee card is @ays Based on the action taken by UNHQR,
recommendation 4 has been closed.

B. Regulatory framework

Action was taken to improve procurement management

23. Whilst the Local Committee on Contracts (LCC) wagularly convened and reviewed cases
falling within its purview, deviations were idern¢ifl relating to two construction purchase orders fo

$23,716 and $37,312, which were not brought toattention of the LCC as required. In another case,

purchase order for the extension of security sessiavhose value was $53,230, had a waiver for
competitive bidding incorrectly granted by the L@Gtead of the Controller.

24, Exceptions were noted in 5 of the 25 purchase sro®riewed, where procurement competitive
selection procedures were not complied with. Tresulted in limited competition and an increased
likelihood of failure to obtain best value for mgne



25. OIOS reviewed construction works executed at SODwhich the initial purchase order was
$23,716. A subsequent purchase order for $37,312 adaled taking the aggregate contract value to
$61,028. Neither purchase order was submittetl @€ approval. The increase in the total valuehef t
contract due to addition to the scope of work wi® anot in compliance with the requirements on
amendments to contracts. Although required toojohe office did not seek to verify the actual enetls
used or ascertain the quality of the constructidie final payment advice was prepared by staff tha
lacked technical knowledge to verify the actual kvdone or the bill of quantities. No written apyats
were sought from the Head of Sub-office or othaharised person. The deficiencies in procurement
were due to lack of proper supervision by professistaff.

(5) The UNHCR Representation in Nepal should strengthen supervisory controls over
procurement to ensure that all procurement cases within the competence of the Local
Committee on Contracts are submitted for its consideration, waivers are submitted to the
appropriate authority, and required competitive selection processes ar e followed.

—

The Representation accepted recommendation 5 ateldsthat a mission from Headquarters|to
review the supply chain management (procuremesgtasanagement and inventory) and to train
relevant UNHCR and implementing partner staff wadartaken A copy of the mission report was
provided to OIOS Based on the action taken by UNHCR, recommenddtibas been closed.
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Recom.

no.

Recommendation

Critical'/
| mportant®

C/

Actions needed to close recommendation

I mplementation
date’

The UNHCR Representation in Nepal shoplanportant

improve supervisory control over the concerr

ed

implementing partner to ensure that: (i) medical

referral procedures are documented; and (ii)

the

rehabilitation lump-sum amount is calculated based

on a proper consideration of capacity, fixed cq
and the duration of stay.

sts

Action completed

Implemented

The UNHCR Representation in Nepal should:
request the Supply Management and Logis
Service at Headquarters to review the pre-quali
status for the concerned implementing partner;
(i) undertake a review of its procurement
briquettes.

(important
tics

fied

and

of

Receipt of the results of the revievdenaken
by SMLS on the pre-qualified status of t
partner.

15 December 2013
he

The UNHCR Representation in Nepal that it:
assigns adequate staffing resources for comple
the pending Best Interes
Determination/Assessment; and (ii) provides
camps with adequate supplies of water and coo
fuel in line with UNHCR standards.

(important
’ting

Is

its

king

Completion of pending BID cases peitajrto
2012.

31 December 2013

The UNHCR Representation in Nepal sho
reallocate staffing resources to clear the backlo
cases pending fraud investigations; and comg
the biometrics data collection for all refugees.

uldnportant

0
lete

Action completed

Implemented

The UNHCR Representation in Nepal sho
strengthen supervisory controls over procuren

uldnportant
ent

to ensure that all procurement cases within

the

Action completed

Implemented

! 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.
% Important recommendations address important @efioes 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 UNHCR in response to recommeadati
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) l .
REERT Recommendation el /2 Cé Actions needed to close recommendation Implemen}atlon
no. I mportant (®) date
competence of the Local Committee on Contracts
are submitted for its consideration, waivers pre
submitted to the appropriate authority and required

competitive selection processes are followed.
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Audit of United Nations High Commissioner for Refugees operationsin Nepal

MANAGEMENT RESPONSE

APPENDIX |

Rec. . Critical” | Accepted? iz c_)f I mplementation .
Recommendation 6 responsible Client comments
no. Important (Yes/No) individual date
1 The UNHCR Representation in Nepdimportant Yes Senior 31 October 2013| (i) The concerned partner’s referral

should improve supervisory control over Programme guideline/agreements with
the concerned implementing partner [to Officer hospitals are now documented.
ensure that: (i) medical referral procedufes Please be advised that one of thg
are documented; and (ii) the rehabilitatipn tertiary hospitals declined to ente
lump-sum amount is calculated based an a into an agreement based on thei
proper consideration of capacity, fixed policy despite several efforts ma

costs and the duration of stay.

by the Office.

The concerned partner has formg
a medical team comprising its
Health Coordinator, Camp
Medical Officers and Invoice
Verifier to verify the bills received
from referral hospitals and
pharmacies. The medical team
verifies the bills and medical
prescription/reports to confirm
whether the services have actua
been availed or not. After
verifying the bills by the team the
payment is made to the referral
hospitals and pharmacies.

(i) The agreement between the
two partners concerned is

17

ly

documented. The agreement

® Critical recommendations address significant angéovasive deficiencies or weaknesses in govemarak management or internal control processes) s

that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.

® Important recommendations address important @efaes or weaknesses in governance, risk managememérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofieointrol and/or business objectives under review.
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.. 5 . Title of ]
I?\?f‘ Recommendation Iﬁ;gﬁ:ﬂ{[s Ag(ceeﬁptNeg) r'asp'orjsi ble Imple?a?;tatlon Client comments
individual
distinguishes different rate per
patient depending on the length of
stay. The rate has been reduced
31 October 2013 15% in average.

2 The UNHCR Representation in Nepal | Important Yes Senior 15 December | (i) The Representation has taken up
should: (i) request the Supply Programme 2013 the matter with the Supply
Management and Logistics Service at Officer Management and Logistics
Headquarters to review the pre-qualified Service at Headquarters on the
status for the concerned implementing pre-qualification status and a
partner; and (ii) undertake a review of its response is awaited.
procurement of briquettes.

(ii) With respect to procurement of
briquettes, the Office has been
actively following up with the
partner.

After lengthy processes and lab
testing on specification of the
briquette sample, a vendor was
finally selected on 30 September.

3 The UNHCR Representation in Nepal thdmportant Yes (i) Senior (i) 31 December | (i) Necessary staffing has been
it: (i) assigns adequate staffing resourgces Protection 2013 allocated to complete the pendin
for completing the pending best Interests Officer Best Interests
Determination/Assessment; and i) Determination/Assessment (BIA
provides its camps with adequate supplies and BID) cases, however, other

of water and cooking fuel in line wit
UNHCR standards.

h

factors such as ongoing legal

processes, family or community
consultations also come into play
and influence the timeframe for
the resolution of these cases. A
close monitoring of the cases is i

re

place to track progress and ensu
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Rec.

no.

Recommendation

Critical®
I mportant®

Accepted?
(Yes/No)

Title of
responsible
individual

I mplementation
date

Client comments

(i) Senior
Programme
Officer

(ii) 31 October
2013

(i) The Water Supply Survey —

their most timely resolution.

Bhutanese Refugee Camps of
Eastern Nepal was undertaken i
2013.

Briquettes - The Office is
rigorously following up with the
Implementing Partner on the
quality of the briquettes as well &
the testing of samples to ensure
that the items meet the standard

and specification. In addition , the

Office has started the distribution
of bio-briquette to a few of the
vulnerable families in the camp
starting October 2013 on a pilot
project basis aiming to expand th
number of families based on its
effectiveness and availability in
the local market to diversify the
pool of suppliers.

The UNHCR Representation in Neq
should reallocated staffing resources
clear the backlog of cases pending frg
investigations; and  complete
biometrics data collection for all refugee

dimportant

to

wd

the

D.

Yes

Senior
Protection
Officer and
Resettlement
Officer

(i) 31 October
2013

(i) 31 October
2013

(i) Inthe course of 2013, staff
was reallocated from other
units to support the clearing
of pending fraud cases.
Continued efforts are made
to bring the number of
pending cases down.

(i) As a matter of policy
biometric data is collected

for refugees above 16 and
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.. 5 . Title of ]
I?\?f‘ Recommendation Irirp)lgrﬁn{nﬁ A&C;ptl\leg r'esp_orjsi ble Imple(rjnat?[r;tatlon Client comments
individual
for refugees whose refugee
card is close to expiry.
Typically the duration of the
validity of the refugee card
is 5 years.
5 The UNHCR Representation in Nepdmportant Yes Senior 31 October 2013 | A UNHCR mission to review the
should strengthen supervisory contrpls Programme supply chain management
over procurement to ensure that fall Officer (procurement, asset management a

procurement cases within the compete
of the Local Committee on Contracts 4
submitted for its consideration, waive
are submitted to the appropriate autho
and required competitive selectiq

nce
ire
rs
ity
DN

processes are followed.

inventory) and to train relevant
UNHCR and implementing partner
staff was undertaken.




