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The Office of Internal Audit and Investigations (OIAI) conducted an audit of the Djibouti Country 
Office, covering the period from January 2020 to October 2021. The audit was conducted 
remotely from November 2021 to January 2022 in accordance with the International Standards 
for the Professional Practice of Internal Auditing. The overarching objective of the audit was to 
assess the adequacy and effectiveness of the governance, risk management and control 
processes over a selection of key risk areas. These included strategic planning and monitoring, 
selection and management of implementing partners, procurement of supplies and services, cash 
transfers to implementing partners and fraud risk management.  
 
The audit scope included the risks associated with the two-year extension of the country 
programme to ensure alignment with the Government’s new planning cycle, as well as those 
related to the limited availability of partners with adequate technical capacity and expertise to 
support programme implementation. During the period covered by the audit, the office transferred 
approximately US$5.4 million in cash transfers, distributed programme supplies worth US$4.2 
million and procured US$3.5 million worth of services, which represented approximately 29 per 
cent, 23 per cent and 19 per cent, respectively, of the office’s expenditure. Given the materiality 
of these amounts and the risk of fraud, cash transfers, and the procurement of supplies and 
services were key areas of focus for the audit. In view of the country’s vulnerability to natural 
disasters and the flow of migrants from neighbouring countries, emergency preparedness and 
response activities were also covered by the audit.  
 
Overall Conclusion 
 
Based on the audit work performed, OIAI 
concluded that the assessed governance, risk 
management and control processes were 
Partially Satisfactory, Improvement Needed, 
meaning that the weaknesses or deficiencies 
identified were unlikely to have a materially 
negative impact on the audited entity, area, 
activity or process. (See the Appendix for 
definitions of the conclusion ratings.) Management has agreed to take actions, of which none are 
high priority, to manage the residual risks identified.  
 
Summary of Observations and Suggested Actions 
 
OIAI noted several areas where the office’s controls were adequate and functioned well, including: 
 
 The office had a positive tone at the top and its governance (statutory) committees had clear 

terms of reference, met regularly and discussed relevant management priorities and action 
points. 

 Workplans were established with all government counterparts and midyear reviews were held 
with most of them in 2021. 

 In 2020 and 2021, the office used reputable audit firms to conduct 15 spot checks; two audits, 
to monitor that funds transferred to partners were used for their intended purpose; and 16 
micro assessments, to assess the capacity of partners to manage cash and supplies. 

 The office kept tracking sheets for all payments to vendors to minimize the risk of duplicate 
payment, especially for general expenditure, such as water and electricity charges.   

 
The table below summarizes the key actions management has agreed to take to address the 

 Satisfactory  

 Partially Satisfactory, 
Improvement Needed 

 Partially Satisfactory, Significant 
Improvement Needed 

 Unsatisfactory 
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residual risks identified and the ratings of these risks and observations in respect of the assessed 
governance, risk management and control processes. (See the Appendix for the definitions of the 
observation ratings.) 
 

OBSERVATION RATING 

Category of 
Process 

Area of Operation and Agreed Action  Rating 

Risk management 

Fraud risk management (Observation 5): The office agrees to develop 
an action plan covering relevant fraud risks (associated with activities 
performed by partners, suppliers and staff), with guidance from the 
Regional Office.  

Medium 

Control processes 

Management of civil society partnerships (Observation 1): The office 
agrees to conduct joint partnership reviews with civil society partners 
of all programme documents exceeding US$100,000 and use the 
results to assess the capacity-building required for each partner 
according to its individual performance.  

Medium 

Management of government partners (Observation 3): The office 
agrees to assess the effectiveness of internal control procedures 
implemented by a government partner and, if effective, to advocate for 
their adoption by other government partners. It also agrees to indicate 
the names and number of partner staff conducting field visits and 
ensure that the payment amount on the Funding Authorization and 
Certification of Expenditure forms corresponds to the agreed amount.  
 

Medium 

Emergency preparedness and response (Observation 4): The office 
agrees to: 

i. Update the emergency preparedness platform with support 
from the Middle East and North Africa Regional Office, as 
appropriate; 

ii. Include relevant indicators in programme documents and the 
office’s results framework to monitor implementation of 
accountability to affected populations in programme 
implementation; 

iii. Include clauses relating to accountability to affected 
populations in the programme cooperation agreements with 
relevant partners and conduct comprehensive training for staff 
and partners covering all elements of accountability to affected 
populations (including complaint and feedback mechanisms). 

Medium 

Procurement and contract management (Observation 7): The office 
agrees to: 

i. Issue clear terms of reference for institutional contractors and 
individual consultants with measurable deliverables linked to 
payments. These indicators should then be used to assess their 
performance on a timely basis;  

ii. Release bank guarantees on construction work only after 
ensuring that there are no defects in construction and obtaining 
a completion certificate from the relevant government ministry; 

iii. Review the United Nations consolidated sanctions list before 
awarding purchase orders or contracts valued at less than 
US$100,000 to local vendors; 

Medium 
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iv. Correct the inconsistencies between the table of authority and 
the UNICEF enterprise resource planning system and regularly 
reconcile them. 

Supply end-user monitoring (Observation 8): The office agrees to 
finalize and implement supply end-user monitoring where applicable, 
informed by the piloting of a joint supply end-user tool by the Supply 
and Education Sections.  

Medium 

 
OIAI will support management in implementing the required actions through periodic monitoring 
of progress and by conducting follow-up in any subsequent audit. However, management remains 
accountable for ensuring that agreed or appropriate alternative actions are implemented and for 
maintaining an effective system of internal controls to manage the residual risks identified by OIAI. 
 
 

 

 
The role of the internal auditor is to provide an independent assessment. Internal audit 
procedures rely on information and data analytics provided by management of the Djibouti 
Country Office, as well as auditor observations and limited tests of transactions on a sample 
basis. Although OIAI performs its audits with due professional care, an internal audit does not 
provide assurance that all control weaknesses or fraud will be detected. Management is 
responsible for establishing and maintaining appropriate governance, risk management and 
control processes.  
 



             AUDIT OBJECTIVES AND SCOPE 
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The objective of the audit was to assess the adequacy and effectiveness of the governance, risk 
management and internal control processes over key areas of the Djibouti Country Office.   
 
The audit scope included the following areas, selected during audit planning based on an 
assessment of inherent risk: 
 

RISK AREA  INHERENT RISK (for audit planning purposes)  

Country programme 
alignment 

The country programme results framework may not be reflected in the 
workplans and programme documents agreed with partners, which may 
increase the risk that the partnerships fail to achieve the intended results. 

Partnership management Partners with the necessary capacity for effective programme interventions 
may not be selected and/or effectively managed, which may lead to poor 
programme implementation and failure to maximize partner contributions 
to the achievement of planned results for children. 

Emergencies  The office may not be adequately prepared for or may not respond 
effectively to occasional emergencies in Djibouti, such as COVID-19 
outbreaks, floods and influxes of refugees/migrants fleeing conflict in 
neighbouring countries. 

Monitoring and evaluation The office’s monitoring and evaluation may not ensure that the programme 
interventions remain relevant and may not adequately support results 
reporting. Inadequate end-user monitoring increases the risk that 
beneficiaries do not receive the required programme supplies. 

Fraud risk management The office may not take adequate measures to mitigate the risk of fraud 
losses (by partners, staff or vendors) and commensurate reputational risk. 

Harmonized Approach to 
Cash Transfers (HACT) 
assurance 

The office may not effectively carry out assurance activities to monitor and 
account for programme inputs issued to partners and/or follow up 
recommendations for implementation by partners. 

Procurement and contract 
management 

Supplies and services may not be procured at competitive cost and 
contracts with consultants may not contain measurable deliverables linked 
to payments and specific timelines. The performance of consultants may 
not be assessed on a timely basis. 

  
The audit was conducted remotely from November 2021 to January 2022 in accordance with the 
International Standards for the Professional Practice of Internal Auditing. For the purposes of 
audit testing, the audit covered the period from 1 January 2020 to 14 October 2021. It involved a 
combination of methods, tools and techniques, including interviews, data analytics, document 
review, tests of transactions, evaluations and validation of preliminary observations.  

 
 



            BACKGROUND AND CONTEXT 
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The Republic of Djibouti is a small country of 1 million people covering a surface of 23,200 
kilometres on the Horn of Africa. It is bordered by the Red Sea on the east, Ethiopia on the west, 
Somalia on the south and Eritrea on the north.  
 
The UNICEF Country Office is located in Djibouti city. At the time of the audit, it had 30 staff 
positions, including 8 International Professionals. The office obtained approval in September 2021 
to open an outpost in Tadjourah, to improve access to the target population in north-central 
Djibouti. There were very few international non-governmental organizations (NGOs) in the country 
and the technical capacity of local NGOs was limited. Access to demographic and other relevant 
data was also limited in the country. 
 
The UNICEF country programme for Djibouti is focused on three key priorities:  
 
Child survival and development: Activities aim to reduce child and maternal mortality, 
combining health, HIV, nutrition, and water, sanitation and hygiene (WASH) interventions. These 
include health system strengthening and community engagement, improving health facility 
capacities, and facilitating the provision of basic WASH services.  
 
Education: The office implements an integrated approach to early childhood development and 
adolescent programming, using the education sector as the entry point, to facilitate equitable 
access to quality education and reduce children’s vulnerabilities by providing access to child and 
social protection services. 
 
Child and social protection: Activities aim to facilitate access to child and social protection, 
including by addressing female genital mutilation through community dialogue; developing 
capacity in case management; budgeting capacity development at all levels of government; and 
linking beneficiaries of cash assistance with other programmes, information and services.   
 
In addition, the country programme comprises components on operational effectiveness and 
programme effectiveness. Details of expenditure related to each component of the country 
programme are provided in the charts below. 
 
 



 
 
 
 
 

8 
 

 
 

 
 
 
 

 
 
 
 

Child survival and 
development

52%
(9.5M)

Programme effectiveness
4% (0.8M)

Operational 
effectiveness

10%
(1.7M)

Child & social 
protection

12%
(2.2M)

Education
22%

(4.1M)

FIGURE 1: PROGRAMME EXPENDITURE BY PROGRAMME COMPONENT
(U.S. DOLLARS)

Cash transfers
29% 

(5.4M)

General operating
12%

(2.2M)

Other
2%

(0.3M)

Service contracts
19%

(3.5M)

Staff costs
15%

(2.7M)

Supplies
23%

(4.2M)

FIGURE 2: PROGRAMME EXPENDITURE BY KEY CATEGORY 
(U.S. DOLLARS)
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The key areas where actions are needed are summarized below. 
 

1.  Management of civil society partnerships Medium 
 
The systematic conduct of partnership reviews and the prompt finalization of programme 
documents would help to better determine partner needs and ensure activities are responsive 
and contribute to the timely implementation of the country programme. 

  
UNICEF country offices formalize their partnerships with civil 
society organizations through programme documents. 1  To 
ensure activities are responsive and implemented in a timely 
manner, these agreements should be finalized within the 
established benchmarks: these are 45 days for regular 
programme documents and 14 days for humanitarian 
programme documents. The audit noted from a review of nine 
programme documents and four humanitarian programme 

documents that there were delays in their finalization, which increased the risk of delaying 
programme implementation. Prompt finalization of programme documents would contribute to the 
timely implementation of the country programme. Two of the humanitarian programme documents 
were signed within 27 days, while the other two took 61 and 85 days, respectively. The audit also 
found that three of the programme documents reviewed were finalized after 49, 88 days and 259 
days, respectively. The office cited the low-quality submissions from partners as the key reason 
for the delays. In 2020, the office had requested a new staff position to coordinate assurance 
activities for the purpose of strengthening the financial capacity of partners as part of the 
institutional budget, but that request had been rejected by the then programme budget review 
team. However, the office indicated that it was considering resubmitting this request to the 
programme budget review in May 2022. 
 
Country offices conduct joint partnership reviews of completed programme documents that 
include UNICEF cash and supply contributions of US$100,000 or more with civil society partners 
to assess the achievement of planned results, identify shortfalls and determine the capacity-
building needs of partners. The Djibouti Country Office did not complete joint partnership reviews 
for three partners whose programme documents exceeded US$100,000 each. Prompt joint 
partnership reviews could have helped the country office to assess the financial and capacity-
building needs of each partner, based on past performance. 
 

AGREED ACTION 
 
The office agrees to conduct joint partnership reviews with civil society partners of all programme 
documents exceeding US$100,000 and use the results to assess the capacity-building required 
for each partner according to its individual performance.  
 

Staff Responsible: Deputy Representative Programme 

Implementation Date: May 2022 
 

1 The programme document is produced by the civil society partner together with the relevant programme section in 
the UNICEF office. The document explains the purpose of the proposed collaboration and includes the budget and 
results framework. Once finalized, the programme document is submitted to the office’s Partnership Review 
Committee for approval and onward submission to the Representative. 

Prompt finalization of 
programme documents 
would contribute to the 
timely implementation of 
the country programme.  
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2.  Monitoring and evaluation Medium 
 
The systematic conduct of evaluations and prompt implementation of recommendations from 
donor-initiated monitoring would help ensure that programme interventions continue to be 
relevant. 
 
UNICEF country offices conduct evaluations of programme activities to ensure the continuous 
improvement of the implementation of the country programme by the office and its partners. When 
a country programme is extended, the need for evaluations covering the new period is assessed 
by the office. While the Djibouti country programme was extended until 2024, the new evaluations 
and surveys needed for 2023-2024 had yet to be included in the costed evaluation plan.2 The 
office stated that it would address this issue during the midterm review of the programme, planned 
in the second quarter of 2022. 
 
The office was conducting a health sector evaluation in 2021 and planned to conduct a nutrition 
evaluation in 2022 and an end-of-cycle evaluation of the country programme at the end of 2024. 
UNICEF offices base their evaluation budget on the costed evaluation plan. In 2020, the Djibouti 
Country office allocated 0.59 per cent of its programme resources to evaluation activities. The 
office committed to allocate sufficient funds in 2022 to complete the health sector evaluation and 
conduct the planned nutrition evaluation.  
 
In 2021, one of the office’s key donors commissioned a results-oriented monitoring exercise3 of 
the nutrition programme which resulted in several recommendations, three of which were to be 
implemented in 2021. At the time of the audit, the office’s status report showed that all 
recommendations were “in progress,” including one that was to be completed in October 2021 
(two of the relevant tasks had been completed), and two in December 2021. The office attributed 
the delay to competing priorities, including its activities in response to the COVID-19 pandemic. 
As future funding from this key donor depends on implementation of the recommendations from 
the results-oriented monitoring exercise, progress on this activity should be tracked closely in 
Country Management Team meetings.  
 

AGREED ACTION 
 
The office agrees to: 

i. Extend the Costed Evaluation Plan until 2024 and include the new evaluations required 
in 2023 and 2024; 

ii. Track the recommendations from the results-oriented monitoring in Country 
Management Team meetings. 

 
Staff Responsible: Representative; Deputy Representative, Programme; planning and 
monitoring & evaluation teams 

Implementation Date: June 2022 
 

 
2 A multi-year costed evaluation plan is used to plan the major and strategic evaluations that will be conducted during 
the whole of the country programme cycle. The costed evaluation plan is a mandatory element of the country 
programme document and is submitted to the Executive Board for approval. 
3 Results-oriented monitoring exercises are reviews of UNICEF programme interventions which are directly 
commissioned and funded by donors. 
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3.  Management of government partnerships Medium 
 
Systematically reviewing and improving partners’ internal controls and ensuring completeness of 
information in field visit reports would help the office to better contribute to the timely 
implementation of the country programme. 
 
Based on a review of the office’s assurance activities, such as spot checks and audits of cash 
contributions made to partners, the audit team noted the need to improve partners’ internal 
controls for recording the use of UNICEF funds for intended purposes. In particular, a third-party 
audit firm performing spot checks and audits on behalf of the country office had identified internal 
control weaknesses among some government partners. In response, in agreement with a 
government partner, the office set up a procedure to monitor funds advanced by UNICEF. If 
effective, the office would advocate for the adoption of the procedure by other government 
partners. Improving internal control procedures could help partners to minimize the risk of error, 
better monitor funds advanced by UNICEF and thus increase their financial capacity. (See also 
observation 9 on recommendations from assurance activities.) 
 
The audit team reviewed documentation related to two programmatic visits the office conducted 
and noted that one visit report submitted by the office’s staff did not include the names and number 
of government officials travelling during a field visit conducted jointly with office staff. For the other 
joint trip, the office staff only reported the names of the persons they had met; they did not include 
the partner’s staff members who had accompanied them on the visit. In addition, expenses were 
reported for one additional night, without adequate explanation. This situation may result in over- 
or under-payment of the travel claims. 
 

AGREED ACTION 
 
The office agrees to assess the effectiveness of internal control procedures implemented by a 
government partner and, if effective, to advocate for their adoption by other government 
partners. It also agrees to indicate the names and number of partner staff conducting field 
visits and ensure that the payment amount on Funding Authorization and Certification of 
Expenditure forms corresponds to the agreed amount. 
 
Staff Responsible: Deputy Representative, Programme. 

Implementation Date: June 2022. 
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4.  Emergency preparedness and response Medium 
 
Ensuring emergency preparedness and accountability to affected populations4 would help the 
office deliver a timely and appropriate response to emergencies. 
 
Given Djibouti’s vulnerability to drought and flood and the flow of migrants from neighbouring 
countries, emergency and humanitarian preparedness is critical to the country office. However, 
the audit found that the office’s emergency preparedness risk analysis and plan had not been 
updated since October 2019. In addition, the audit team reviewed the office’s input to the 
emergency preparedness platform and noted that the overall preparedness score was only 59 
per cent, with four of the seven minimum preparedness standards not met.  
 
This situation increases the risk that early detection systems and emergency preparedness (e.g., 
actions to address malnutrition, floods or drought) are insufficient. The office had drafted an 
emergency preparedness plan, which had been reviewed by the Middle East and North Africa 
Regional Office (“the Regional Office”) in March 2021. However, due to the departure of the 
office’s emergency focal point, the recommended improvements to achieve the minimum 
preparedness standards had not been completed and the emergency preparedness plan had not 
been finalized. Ensuring timely support for the relevant authorities and affected populations in 
cases of emergency depends on an improved preparedness and response plan at the Djibouti 
Country Office. 

The Level 3 emergency faced by Ethiopia could increase the 
flow of migrants to Djibouti, many of them children. To 
appropriately respond to the needs of this population, the 
office received an allocation from UNICEF global 
humanitarian thematic funding and began to consider ways 
to integrate accountability to affected populations into its 
activities, starting with staff training. The training was 
extended to other United Nations agencies and limited 
training was provided to 10 partners and 17 staff and 
consultants in December 2021.  
 

There is a need to provide training to relevant partners on implementing mechanisms to report 
complaints and feedback from affected populations to the country office. Although the office relied 
on partners to provide it with feedback from the populations served, none of the programme 
cooperation agreements required the partners to implement specific activities related to their 
accountability to affected populations. In addition, the office’s results framework had very few 
indicators to measure how the feedback obtained from affected populations was used to make 
changes to programme interventions. There was therefore little evidence that the office was aware 
of or acting on community feedback derived from programmes delivered through implementing 
partners. This situation increases the risk that the programme interventions may not continue to 
be relevant to the needs of migrants in Djibouti. 
 

 
4 Accountability to affected populations is a commitment to inform, as well as solicit, hear and act on the voices, 
priorities and feedback of affected people, and to ensure that different groups within the affected population can play 
an active role in decision-making. Established by the Inter-Agency Standing Committee, accountability to affected 
populations – a central tenet of UNICEF’s approach – ensures that aid and development actors remain accountable 
to the people they serve and that the aid offered is appropriate, useful and timely, and meets their real, expressed 
needs.  

There is a need to provide 
training to relevant partners 
on implementing 
mechanisms to report 
complaints and feedback 
from affected populations 
to the country office. 
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AGREED ACTION 
 
The office agrees to: 

i. Update the emergency preparedness platform with support from the Regional Office, 
as appropriate; 

ii. Include relevant indicators in programme documents and the office’s results framework 
to monitor implementation of accountability to affected populations in programme 
implementation; 

iii. Include clauses relating to accountability to affected populations in the programme 
cooperation agreements with relevant partners and conduct comprehensive training for 
staff and partners covering all elements of accountability to affected populations 
(including complaint and feedback mechanisms). 

 
Staff Responsible: Emergency focal point, with support from the Regional Office and Deputy 
Representative, Programme 

Implementation Date: June 2022 
 

 
 

5.  Fraud risk management Medium 
 
A robust anti-fraud action plan to address external and internal fraud risks could help the office to 
better manage the risk of financial losses and reputational damage. 
 
The office’s annual risk assessment and self-assessment of internal controls identified some 
fraud-related risks; however, these assessments were not comprehensive and an action plan to 
address the identified fraud risks had not been developed. Based on the country office’s analysis, 
the audit concluded that there is a heightened risk of fraud which, if not adequately addressed, 
could lead to financial losses and reputational damage. 
 

With regard to anti-fraud activities, the office management had 
set a positive tone at the top, promoted a supportive ‘speak up’ 
culture and had established communication channels for 
reporting concerns. The audit noted that staff had completed the 
mandatory UNICEF courses on fraud; however, they expressed 
the need for systematic fraud risk management training for new 
staff and for regular refresher courses on fraud and corruption for 
all staff members.  
 
The office identified assurance activities under the Harmonized 
Approach to Cash Transfers5 as a key anti-fraud measure and 

was also building the financial capacity of implementing partners to take fraud risk mitigation 
actions. However, the audit team noted that the office had yet to follow up significant 
recommendations from audits, programmatic visits and spot checks for implementation by 
partners. (See observation 9 on recommendations from assurance activities.)  
 

 
5 The Harmonized Approach to Cash Transfers is a set of common principles and processes for managing cash 
transfers adopted by a number of United Nations agencies. 

There is a heightened 
risk of fraud which, if 
not adequately 
addressed, could lead to 
financial losses and 
reputational damage. 
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In mid-December 2021, the office management developed a summary note on anti-fraud priorities 
and planned to implement a robust fraud risk-mitigation plan at the time of the 2022 annual risk 
assessment. In addition, the Regional Office indicated that it was in the process of developing 
fraud risk guidance to assist the country offices in the region.  
 

AGREED ACTION 
 
The office agrees to develop an action plan covering relevant fraud risks (associated with 
activities performed by partners, suppliers and staff), with guidance from the Regional Office. 
 
Staff Responsible: Deputy Representative, Operations, with support from the Chief, Risk 
Management, at the Regional Office. 

Implementation Date: June 2022. 
 

 
 

6.  Prevention of sexual exploitation and abuse Medium 
 
Establishing regular reporting mechanisms among partners could help the office to document and 
take timely action on sexual exploitation and abuse allegations and incidents. 
 
The office had not received any reports of sexual exploitation and abuse among implementing 
partners, although 12 were rated as high risk by the office. This could be due to inadequate 
mechanisms for partners to report allegations and incidents of sexual exploitation and abuse, 
which increases the risk that such allegations and incidents are not promptly reported. The office 
plans to put in place regular reporting mechanisms for partners before the end of April 2022. 
 
With regard to measures to prevent sexual exploitation and abuse, by the end of 2021, all office 
staff had been trained and all partner organizations had been assessed and had draft workplans 
in place. The latter must be completed by 31 January 2022; failure to do so would result in the 
partnership being terminated. UNICEF offered training on the prevention of sexual exploitation 
and abuse to the staff of all United Nations agencies and their partners in Djibouti, including 
government partners. In total, over 160 people were trained.  
 

AGREED ACTION 
 
The office agrees to establish a mechanism for reporting by partners of allegations and 
incidents of sexual exploitation and abuse. 
 

Staff Responsible: Country Office Representative.   

Implementation Date: June 2022. 
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7.  Procurement and contract management Medium 
 
The systematic and timely application of internal controls over procurement and contract 
management, including assessment of consultants’ performance, could help the office to reduce 
its exposure to financial and reputational risks. 
 
From January 2020 to October 2021, the office procured US$4.2 million in programme supplies 
and spent US$3.4 million on services. The audit identified some weaknesses in the office’s 
procurement processes related to procurement of supplies and services. For example, contracts 
with consultants either did not contain specific milestones and deliverables, or where they did 
exist, these were not used to assess the performance of the consultants.  
 
Bid receipt and bid opening: The audit team noted that the office designated a neutral bid clerk 
for this task (Administrative Associate). However, according to the office, the Associate sends 
financial proposals to the supply section at the same time as the technical proposals, instead of 
sharing the technical bids first. This may reduce the fairness of the evaluation process and the 
attention paid to the technical competency of the bidders. 
 
Construction activities: The audit noted that the office withheld the bank guarantee for a defect 
liability period of six months for rehabilitation work done by a contractor at a primary school, valued 
at US$243,159. However, the audit team was unable to find evidence of a final inspection during 
the defect liability period or the issuance of the Ministry of Education’s satisfactory completion 
certificate before the bank guarantee was released. Lack of oversight during the defect liability 

period increases the risk of financial loss if the contractor fails 
to correct construction defects. 
 
Institutional contracts: UNICEF offices are required to 
complete performance evaluations of institutional contractors 
on completion of contracts. The audit team reviewed a 
sample of three institutional contracts, valued at 
US$418,339, two of which had not been evaluated. The 
absence of timely and systematic performance evaluations 
increases the risk of poor performance going unnoticed. The 
audit team also noted in one sampled purchase order (for 
quality assurance and site supervision of a construction 

project) that the terms of reference did not include measurable deliverables that were linked to 
payments and specific timelines. This increases the risk that poor performance will not be 
measured and corrected. 
 
Local procurement authorization: The office is expected to obtain local procurement 
authorization from the Supply Division for annual spending over US$100,000 on construction or 
rehabilitation of UNICEF premises or education, health, child protection or WASH facilities. The 
audit assessed a sample of two construction projects and found that the office sought local 
procurement authorization for a public school rehabilitation project, valued at US$138,959, but 
not for rehabilitation work at a primary school, valued at US$243,159. The requirement to obtain 
local procurement authorization for complex, higher-risk construction projects is an important 
mitigating control to reduce the office’s exposure to financial and reputational risks. 
 
Local vendor due diligence: Country offices should evaluate every potential vendor to ensure 
that only ethically and financially eligible vendors are contracted. The audit noted that two out of 

The absence of timely and 
systematic performance 
evaluations of contractors 
increases the risk that poor 
performance may go 
unnoticed. 
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five local procurements, totalling US$154,058, were not screened against the United Nations 
consolidated sanctions list, which sets out all individuals and entities subject to measures imposed 
by the Security Council.6 The audit noted that, while the Supply Division performs the vendor 
screening for all contracts above US$100,000, as required by UNICEF guidelines, the office did 
not screen vendors contracted for services valued below US$100,000 based on the sanctions list 
as required. 
 
Delegation of authority: The representatives of UNICEF country offices delegate authority to 
office staff to perform various transactions such as raising purchase requisitions and approving 
purchase orders to procure and pay for programme supplies and services. The audit noted four 
inconsistencies between the delegation of authority recorded in the UNICEF enterprise resource 
planning (ERP) system and the table of authority document approved by the Representative. For 
example, three staff members were assigned authorities in the manual table of authority, while 
the roles were not recorded in the ERP system. In another example, the role was recorded in the 
ERP system, while it was not recorded in the table of authority. There was also inconsistency 
between the roles delegated by the Representative and the roles recorded in the ERP system in 
four cases. Inadequate systematic reconciliation between the table of authority and the ERP 
system led to this situation.  
 

AGREED ACTION 
 
The office agrees to: 

i. Issue clear terms of reference for institutional contractors and individual consultants with 
measurable deliverables linked to payments. These indicators should then be used to 
assess their performance on a timely basis;  

ii. Release bank guarantees on construction work only after ensuring that there are no 
defects in construction and obtaining a completion certificate from the relevant 
government ministry; 

iii. Screen potential local vendors against the United Nations consolidated sanctions list 
before awarding purchase orders or contracts valued at less than US$100,000 to local 
vendors; 

iv. Correct the inconsistencies between the table of authority and the UNICEF enterprise 
resource planning system and regularly reconcile them. 

 
Staff Responsible: Deputy Representative, Operations, and supply, finance and human 
resources teams. 

Implementation Date: June 2022. 
 

 
  

 
6 See https://www.un.org/securitycouncil/content/un-sc-consolidated-list.  
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8.  Supply end-user monitoring  Medium 
 
The office distributed a significant volume of supplies (worth US$4.2 million) to implementing 
partners from January 2020 to October 2021. While the office had piloted end-user monitoring, it 
had not fully implemented the practice. Systematic end-user monitoring could help the office to 
ensure that the targeted beneficiaries are receiving the supplies they need.  

 
In July 2019, the Regional Office, in coordination with UNICEF 
headquarters, issued a standard template for programmatic visits 
which included a section to report on supply monitoring. The audit 
team reviewed a sample of five partners, which received supplies 
from UNICEF in 2020 and 2021 worth a total of US$121,359, to 
assess monitoring activities conducted by the office. The audit 
team noted that the reports on programme monitoring visits to 
three of the partners did not mention the supply element. For the 
other two partners, while the programme documents required 
programmatic visits to the partner/programme locations, no such 
visits were conducted. Supply end-user monitoring was not 
performed or reported in all five cases.  

 
In November 2021, the Deputy Representative, Operations, shared some relevant supply end-
user monitoring tools with the office’s Education Section and engaged in a discussion on piloting 
the tools. The result of this pilot will be taken into account when rolling out guidelines on supply 
end-user monitoring and associated tools for all concerned programme sections. 
 

AGREED ACTION 
 
The office agrees to finalize and implement supply end-user monitoring where applicable, 
informed by the piloting of a joint supply end-user tool by the Supply and Education Sections. 
 
Staff Responsible: Deputy Representative Programme and Deputy Representative 
Operations. 

Implementation Date: September 2022. 
 

 
  

Supply end-user 
monitoring could help 
the country office to 
ensure that targeted 
beneficiaries are 
receiving the supplies 
they need. 
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9.  Follow-up of recommendations from assurance 
activities 

Medium 

 
Systematic follow-up of recommendations from assurance activities could help the office improve 
the capacity of partners to better record and report on the use of UNICEF funds. 
 
The audit noted that, as of October 2021, there were 371 open recommendations from assurance 
activities7 dating back to 2018, of which 107 actions were due to be implemented in 2020 and 
2021. These included 135 high-risk observations raised during audits and spot checks. 
Systematic follow-up of these recommendations is important for the office given the significant 
sums of cash transfers made to implementing partners (transfers made between January 2020 to 
October 2021 totalled US$5.3 million).  
 
Progress with implementation of these recommendations, which related mainly to partners’ 

internal control gaps, was not systematically monitored by the 
office. The office could improve partners’ accounting for their 
use of funds for intended purposes by following up 
recommendations resulting from assurance activities. The 
audit noted inadequate follow-up by the office of refunds of 
ineligible amounts reported in spot checks (valued at 
US$50,904) and in audits (valued at US$129,498.32). If 
assurance activity recommendations, including recovery of 
ineligible amounts, are not promptly followed up, financial and 
reputational risks will result and the likelihood of preventing or 
detecting fraud may be reduced.  

 
The office identified resource constraints as the key reason for inadequate follow-up of 
recommendations from assurance activities. In 2020, the office had requested a new staff position 
to coordinate assurance activities as part of the institutional budget, but that request had been 
rejected by the then programme budget review team. However, the office indicated that it was 
considering resubmitting this request during the programme budget review in May 2022. 
 

AGREED ACTION 
 
The office agrees to follow up the recommendations from assurance activity reports on a 
systematic basis and to recover any ineligible expenditure highlighted by these reports. 
 
Staff Responsible: Deputy Representatives Programme and Operations 

Implementation Date: June 2022. 
 

 
  

 
7 To obtain assurance that partners have used resources for their intended purpose, offices conduct assurance activities, 
including spot checks, audits and programmatic visits. These are commissioned by the office and conducted by 
independent audit firms. 

The country office could 
improve partners’ 
accounting for usage of 
funds by following up  
recommendations from  
assurance activities. 
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10.  Payment to implementing partners Medium 
 
Systematic authorization and prompt payments to partners would help the office ensure timely 
implementation of programme interventions to deliver results for children. 
 
The audit noted that 56 transactions, totalling US$1.6 million, had exceeded the benchmark for 
payment processing (14 days), nearly one third of them by between 30 or 200 or more days. This 
increased the risk of delaying the programme implementation and delivery of results for children.  
 
Out of the 56 delayed payments, the processing time for 13 of them was 30 days or more; 2 
transactions took 100 days or more; and 2 other transactions took more than 200 days. The office 
conducted an internal analysis of these bottlenecks in 2020 and developed an action plan to 
reduce the delays; however, it was not implemented owing to the COVID-19 pandemic, resulting 
in continued delayed payments to partners.  
  
UNICEF offices authorize the transfer of funds using two types of Funding Authorization and 
Certification of Expenditure (FACE) forms. The first type is for partners requesting cash advances. 
According to UNICEF guidance, the office should authorize estimated costs before issuing any 
payment using an itemized cost estimate, which should be attached to the FACE form. However, 
the audit could not find evidence of adequate review of itemized cost estimates before 
authorization in 3 out of 10 transactions sampled. The other type of FACE form is for partners 
liquidating advances or seeking payment (including direct transfers to partner’s vendors or 
reimbursement to partners). To help avoid under- or overpayment, a statement of expenditure is 
usually attached to these forms. In one transaction sampled, the payment was authorized even 
though a statement of expenditure was not attached to compare to authorized cost estimates. 
Inadequate comparison of expenditure with authorized cost estimates increases the risk of 
making payment over or under the authorized amounts.  
 
The audit noted that FACE forms and supporting documents for the transactions sampled had 
not been stored on the UNICEF ERP system to minimize the risk of duplicate payments and allow 
easy retrieval of documents to facilitate the authorization of FACE forms.   
 

AGREED ACTION 
 
The office agrees to: 

i. Implement the action plan to reduce delays in payments to partners and resume weekly 
monitoring of the status of payments; 

ii. Systematically follow authorization procedures for cost estimates and expenditure; 
iii. Store FACE forms and related supporting documents on the UNICEF ERP system.  

  
Staff Responsible: Deputy Representative, Operations, and Deputy Representative, 
Programme. 

Implementation Date: September 2022. 
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Definitions of Audit Observation Ratings 

 
To assist management in prioritizing the actions arising from the audit, OIAI ascribes a rating to 
each audit observation based on the potential consequence or residual risks to the audited entity, 
area, activity or process, or to UNICEF as a whole. Individual observations are rated as follows: 
 

Low 

The observation concerns a potential opportunity for improvement in 
the assessed governance, risk management or control processes. 
Low-priority observations are reported to management during the 
audit but are not included in the audit report. Action in response to 
the observation is desirable. 

Medium 

The observation relates to a weakness or deficiency in the assessed 
governance, risk management or control processes that requires 
resolution within a reasonable period of time to avoid adverse 
consequences for the audited entity, area, activity or process. 

High 

The observation concerns a fundamental weakness or deficiency in 
the assessed governance, risk management or control processes 
that requires prompt/immediate resolution to avoid severe/major 
adverse consequences for the audited entity, area, activity or 
process, or for UNICEF as a whole. 

 

Definitions of Overall Audit Conclusions 
 
The above ratings of audit observations are then used to support an overall audit conclusion for 
the area under review, as follows: 
 

Satisfactory 
The assessed governance, risk management or control processes 
were adequate and functioning well.  

Partially 
Satisfactory, 
Improvement 

Needed   

The assessed governance, risk management or control processes 
were generally adequate and functioning but needed some 
improvement. The weaknesses or deficiencies identified were 
unlikely to have a materially negative impact on the performance 
of the audited entity, area, activity or process. 

Partially 
Satisfactory, 
Significant 

Improvement 
Needed 

The assessed governance, risk management or control processes 
needed significant improvement. The weaknesses or deficiencies 
identified could have a materially negative impact on the 
performance of the audited entity, area, activity or process.  

Unsatisfactory 

The assessed governance, risk management or control processes 
needed major improvement. The weaknesses or deficiencies 
identified could have a severely negative impact on the 
performance of the audited entity, area, activity or process.  
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