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The Office of Internal Audit and Investigations (OIAI) conducted an audit of the UNICEF 
Bangladesh Country Office, covering the period from January 2021 to March 2022. The audit was 
conducted remotely from February to April 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 significant risk areas of the office.  
 
The Bangladesh Country Office has seven field offices, to support the implementation and 
monitoring of programmes at the district level in key regions. In 2021, the office disbursed about 
US$99 million in cash transfers to 229 government partners and civil society organizations (CSO) 
partners and spent US$25 million on programme supplies that were distributed through the 
implementing partners. Specifically, the audit sought to evaluate the following risks linked to its 
context and the use of key programme inputs: 
 
 Ineffective decision-making and resource management due to an unsuitable governance 

structure; 
 Exposure of children, women and staff to sexual exploitation and abuse due to an ineffective 

response by UNICEF and its partners; 
 Non-achievement and incorrect reporting of programme results due to inadequate monitoring 

and verification of programme activities and outputs; 
 Poor programme implementation due to the selection of unsuitable partners; 
 Fraud, waste, abuse and inefficiencies not being promptly detected or prevented due to 

ineffective and inefficient field monitoring and/or inadequate cash transfer assurance activities 
and ineffective procurement and management of contracted services. 

 

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 could have a materially negative impact 
on the performance of the audited entity, area, 
activity or process. (See the Appendix for 
definitions of the conclusion ratings.) Management has agreed to take actions to manage the 
residual risks identified.  
 
Summary of Observations and Agreed Actions 
 
OIAI noted several areas where the office’s controls were adequate and functioned well: 
 
 Coherence in planning documents. In general, there were clear and logical linkages 

between the outputs and activities set out in partnership agreements with civil society 
organizations and the outputs and activities set out in the country office’s workplans. Such 
linkages are critical to ensure the achievement of UNICEF strategic objectives for the country 
office. The programme indicators, both qualitative and quantitative, which were intended to 
measure the achievement of specific outcomes and outputs, were generally specific, 
measurable, achievable, relevant and time-bound (SMART). 

 Satisfactory  

 Partially Satisfactory, 
Improvement Needed 

 Partially Satisfactory, Significant 
Improvement Needed 

 Unsatisfactory 
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 Established peer review processes. The staff in the country office performed peer reviews 
of the field offices in July and November 2021 to assess their compliance with programme 
and operational processes and with the corporate rules and regulations. The office also 
requested the UNICEF India Country Office to conduct a peer review of the office’s processes 
and this was performed in March 2022. 

 Proactive management of partnerships. OIAI interviews with government and civil society 
partners, as well as United Nations partner agencies, confirmed that the office maintained 
active communications with partners and offered them reporting and support systems during 
the COVID-19 pandemic. 

 
The audit also made a number of observations related to the management of some of the key 
risks evaluated. In particular, OIAI noted several actions the office could take to better manage 
risks, three of which were classified as high priority: (1) ensure a comprehensive field monitoring 
process, review of status of planned activities and/or results, and a quality review of the field 
monitoring process; (2) strengthen cash transfer assurance activities by prioritizing the 
implementation of minimum assurance activities, and ensure the timely implementation of 
assurance activities and corrective actions; and (3) determine the root causes of questioned costs 
and ensure the timely follow-up of questioned costs for accounting and/or recovery of resources.  
 
The table below summarizes the key actions management has agreed to take to address the 
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 RATINGS 

Category of 
Process 

Area or Operation and Action Agreed Rating 

Risk management 

Fraud risk management (Observation 1): Strengthen office’s fraud risk 
strategy and its implementation by conducting a fraud risk vulnerability 
assessment, developing a comprehensive fraud risk action plan to 
address relevant fraud risks related to partners, suppliers, staff etc. and 
by providing refresher periodic training to staff and partners 

Medium 

Prevention of sexual exploitation and abuse (Observation 2): Ensure 
timely implementation of sexual exploitation and abuse assessments 
and strengthen the follow-up of the SEA action plans. 

Medium 

Monitoring programme activities (Observation 3): Strengthen 
programme monitoring through a comprehensive field monitoring 
process, reviewing of status of planned activities and results, 
establishing a quality review process of monitoring results and follow up 
of implementation of improvement actions.  

High 

Controls 
processes 

Cash transfer assurance activities (Observation 4): Strengthen cash 
assurance activities and determine the usefulness of conducting 
assurance activities through the Government Supreme Audit Institution. 

High 

Accounting for cash transfers (Observation 5): Determine root causes 
for questioned costs, ensure timely follow up of questioned cost for 
timely accounting and/or recovery actions and ensure non-recovery 
decisions are in accordance with UNICEF guidance. Further, decide on 
the recoverable portion of the questioned expenditure totalling about 
US$1.4 million and take appropriate recovery or impairment actions. 

High 
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Supply management (Observation 7): strengthen management of 
programme supplies by preparing and monitoring the implementation of 
a supply distribution plan, ensuring timely distribution of supplies and 
completing the validation of implementing partners supply logistics 
capacity improvement plans and addressing capacity gaps noted.  

Medium 

Governance 

Drivers contracted from institutional vendors (Observation 9): informed 
by a cost-benefit analysis and a review of related risks and assessment 
of affordability and flexibility, determine whether to outsource driver 
services or create staff positions.  

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 Bangladesh 
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.  
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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 a selection of significant risk areas of the 
Bangladesh Country Office. These areas, set out in the table below, were selected based on an 
assessment of inherent risks1 during the planning of the audit engagement.   
 

RISK AREA  INHERENT RISK (for audit planning purposes)  

Office structure  The office’s effectiveness and decision-making processes may be limited 
by the lack of clearly defined roles and responsibilities. 

Risk management  The office may not effectively identify and assess the risk to the country 
programme and take effective measures to manage significant risks. 

Prevention of sexual 
exploitation and abuse 

Adequate measures may not be taken to prevent sexual exploitation and 
abuse of children, women and staff.  

Programme field 
monitoring 

Programme results may not be achieved and/or programme 
implementation bottlenecks may not be resolved because of inadequate 
monitoring processes. 

Implementing partnerships  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. 

Cash transfers to 
implementing partners 

The office may not carry out assurance activities effectively and efficiently, 
resulting in fraud, waste, abuse and inefficiencies related to cash 
transferred to partners. 

Supplies management, 
including procurement, 
transit and storage 
management 

Supplies and services may not be procured competitively and with 
adequate authorization. Insufficient or damaged supplies may be delivered 
as a result of inadequate shipping and monitoring procedures. 

 
The audit was conducted remotely from New York, from February to April 2022, in accordance 
with the International Standards for the Professional Practice of Internal Auditing. For the purpose 
of audit testing, the audit covered the period from January 2021 to March 2022. It involved a 
combination of methods, tools, and techniques, including interviews, data analytics, document 
review, tests of transactions and validation of preliminary observations. 
 
 

 
1 Inherent risk refers to the potential adverse event that could occur if management takes no actions, including internal 
control activities. The higher the likelihood of the event occurring and the more serious the impact would be should the 
adverse event occur, the stronger the need for adequate and effective risk management and control processes. 
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With a population of 171 million, Bangladesh is one of the most populous and most densely 
populated countries in the world. In 2020, children made up 34 per cent (about 58 million) of the 
country’s population; 16.2 million of them (about 10 per cent of the total population) were under 
the age of 5. About 37 per cent of the population lives in urban areas, and this figure is projected 
to increase very quickly in coming years, making the urban slum areas a new frontier of poverty-
reduction efforts. 
 
Bangladesh has had one of the fastest growing economies in recent decades. It is expected to 
“graduate” from the least developed country category in 2026 which may attract more foreign 
direct investment while also introducing new challenges, including the possible loss of favourable 
trade terms, a decrease in official development assistance from donor countries, and reduced 
preferential access to grants from critical global health and education initiatives.  
 
The Bangladesh Country Programme, which was approved by the UNICEF Executive Board in 
June 2016, initially covered the period 2017-2020. In 2020 it was extended to run through 2021 
in order to align it with the national development plan and with the extended United Nations 
Development Assistance Framework. At the time of the audit, the office was finalizing the 
realignment of its structure and capacity to the new 2022-2026 Country Programme. 
 
The 2017-2021 Country Programme is structured around a lifecycle approach, with programme 
components and outcomes grouped by life stage: (i) newborns and infants and their mothers, and 
young children; (ii) children of primary school age; and (iii) adolescents. These components are 
supported by an overarching component (iv) on social inclusion and increasing awareness of 
children’s rights. In addition, a programme effectiveness component covers activities relating to 
the programme management, including technical and strategic assistance. (See figure 1 for a 
breakdown of expenditure by category.)  
 

The Bangladesh Country Office 
is based in Dhaka, the capital, 
and has seven field 
offices/outposts, including a 
large presence in the city of 
Cox’s Bazar, to support the 
implementation and monitoring 
of programmes at the district 
level in key regions. 
  
The office’s programme activities 
during most of the period under 
review were affected by the 
COVID-19 pandemic and related 
restrictions, such as lockdowns, 

travel bans and limited camp access. 
 

Cash Transfers 
53%

General Operating
Expenses 2.74%

Other Costs
1%

Service Contract
11%

Staff Cost
19%

Supply
13%

FIGURE 1 Country Programme expenditure, by 
category (2021)
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The key areas where actions are needed are summarized below. 
 

1. 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 loss and reputational damage. 
 
The office developed a fraud risk management strategy in 2019, as required by the 2018 UNICEF 
global fraud risk strategy guidance. The office had also offered training on fraud risks to staff at 
field offices and some implementing partners in 2019, but no such training was provided in 2020 
or 2021 owing to COVID-19 related restrictions. The audit found that, notwithstanding the 
restrictions, some improvements to the office’s anti-fraud efforts, such as systematically 
conducting a fraud vulnerability assessment, were still possible. A systematic fraud vulnerability 
assessment would strengthen several areas of the office’s fraud risk strategy, including 
assessment of fraud risk factors in procurement, recruitment of partners and vendors, supply 
chain management, master data management, end user supply management, logistics and 
transport, asset management, and staff related anti-fraud measures. In addition, the audit found 
that the office did not articulate its risk tolerance and appetite by the end of March 2022 as called 
for by the global UNICEF risk tolerance and appetite guidance issued in June 2021. 
 
Although the office had prepared a fraud prevention, detection and response plan, it was not 
comprehensive. For example, it did not articulate key elements, such as the office’s internal 
monitoring mechanism, how the plan would be regularly monitored and reviewed, or what 
mechanisms would be established for fraud loss recovery and response. In addition, the anti-
fraud action plan did not provide details regarding how the strategy would be implemented. The 
office operated in an environment of relatively high fraud risk. For example, it had reported to OIAI 
three cases for investigation involving possible misuse of funds, bribery, and procurement 
irregularities. There was also a high proportion of questioned expenditure under cash transfers 
(see observation 5 below) that could be fraudulently used. 
 
With regard to anti-fraud activities, the office management had set a positive ‘tone at the top’, with 
a supportive ‘speak up’ culture, and had established communication channels for reporting 
concerns. However, staff interviewed by the audit mentioned that they required training on the 
protections offered for whistleblowers and how to apply the policy. They also expressed a need 
for systematic fraud risk management training for new staff and regular refresher courses on fraud 
and corruption for all staff members.  
 

AGREED ACTION 1 
 
The office agrees to strengthen its fraud risk strategy and its implementation by conducting a 
fraud risk vulnerability assessment; developing a comprehensive fraud risk action plan to 
address relevant fraud risks related to partners, suppliers, staff, etc.; and providing periodic 
refresher training sessions to staff and partners on risk management and on key areas of risk 
prevention and reporting, including the whistle-blower policy, and aspects of fraud and 
corruption.   
 
Staff Responsible: Deputy Representative Operations and the Operations Manager-Internal 
Control 
Implementation Date: March 2023 
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2.  Prevention of sexual exploitation and abuse  Medium 
 
Gaps in the office’s assessment and monitoring of the capacity of partner organizations to prevent 
sexual exploitation and abuse risked that appropriate corrective actions may not be taken to 
manage risks.  
 
Assessment of partner capacity. The United Nations Protocol on Allegations of Sexual 
Exploitation and Abuse Involving Implementing Partners (the UN IP Protocol) requires all United 
Nations entities to appropriately assess the capacities of implementing partners to take 
appropriate measures to prevent or mitigate the risks of sexual exploitation and abuse before 
entering into arrangements with them. The UNICEF Methodology for Review of CSO 
Assessments provides additional guidance on the assignment of risk ratings in this area. 
 
Between January 2020 and the beginning of 2022, the office had completed a total of 87 
assessments, with 53 partners rated ‘moderate risk’, 23 ‘high risk’ and 11 ‘low risk’. Based on a 
review of 20 of these assessments, the audit noted the following: in four cases, the risk rating was 
not in compliance with the UNICEF Methodology for Review of CSO Assessments; in seven cases 
the finalization of the assessments was delayed between 29 and 379 days; and in six cases, a 
moderate risk rating exceeded the 12-month validity period for the rating. These gaps risked that 
the risks of sexual exploitation and abuse among the respective partners were inadequately 
assessed, managed and mitigated. 
 
Action plans. Gaps in the organizational capacity of the CSOs identified by the assessments are 
addressed through action plans. Implementing partners and UNICEF staff use the action plans to 
monitor the progress of each partner in improving the systems and processes to prevent sexual 
exploitation and abuse. OIAI reviewed a sample of 20 assessments and found that all 14 partners 
that had a moderate- or high-risk rating had action plans in place. In five cases, however, the 
action plans had several pending actions whose deadline had passed; in one case, the action 
was five months past due. These delays risked effectiveness of mitigating actions. In the period 
between January 2020 and March 2022, five cases of SEA involving implementing partners were 
reported to OIAI for investigation. Such cases reflected the need to prioritize action to address 
and manage implementing partners’ SEA risks. 
 
Monitoring. The office developed a new template for the conduct of programmatic visits that 
included a section with questions on the prevention of sexual exploitation and abuse. OIAI 
reviewed a sample of 10 programme visit reports and found that the new template was being 
used for applicable cases. However, the findings related to the prevention of sexual exploitation 
and abuse had not been reviewed by the appropriate focal point at the office, and the reports did 
not include an assessment of further actions needed. The absence of a comprehensive quality 
assurance process and the lack of a centralized review reduced the assurances regarding the 
effectiveness of the mitigating actions taken. The office informed the audit team that it was 
considering implementing a quality assurance process.  
 

AGREED ACTION 2 
 
The office agrees to:  

i. Ensure that assessments of partners’ capacity to prevent sexual exploitation and abuse 
are conducted in a timely manner and are in line with the applicable methodology; 
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ii. Strengthen follow-up of partners’ action plans on prevention of sexual exploitation and 
abuse; 

iii. Put in place a comprehensive review and quality assurance process of the monitoring 
process to ensure the prevention of sexual exploitation and abuse. 

 
Staff Responsible: PSEA Programme Specialist  

Implementation Date: August 2023 and ongoing 
 
 

3. Monitoring of programme activities  High 
 
Inconsistencies in planning programme monitoring activities and gaps in the quality assurance 
processes related to field visits risked that the office may not know the status of implementation 
of programme activities and progress made towards expected outputs and results.   
 
UNICEF offices use field visits to monitor the status of the implementation of programme activities. 
The audit reviewed the office’s programme monitoring activities and identified the following gaps. 
 
Field monitoring planning. Field monitoring was conducted primarily by internal staff, with some 
visits conducted by United Nations Volunteers and third-party monitors (for specific programmes). 
Programme sections and field offices developed separate monitoring plans and trip plans listing 
the different programmatic visits related to their respective areas. Additionally, the Cox’s Bazar 
field office developed a humanitarian performance monitoring framework, which outlined the total 
population of service points to be monitored, the sampling approach, visit frequency, data 
collection methods, staff responsible and tools to be used.  
 
However, at the country office level, there was no centralized field monitoring plan indicating the 
number of planned visits by programme component, field office and staff members, or by 
programme output. Generally, the existing plans did not indicate the desired coverage targets, 
the methodologies to be used, or any references to specific outputs, results or indicators targeted. 
No information was available on the actual implementation of the existing plans and there was 
not a designated staff member assigned monitoring responsibility who periodically reported to the 
office management on the status of the planned monitoring activities. There was therefore a risk 
that planned activities were not implemented and/or that management was not aware of the status 
and accuracy of programme implementation and results achieved and areas of programme 
support that should prioritized.  
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End-use monitoring. The audit did not find evidence that the office conducted effective end-use 
monitoring of programme outputs, particularly supplies. This risked that the programme inputs 
may not reach intended end users and/or that programme inputs may not be appropriate to 
achieve the required programme outputs. Programmatic visits are useful in gathering end-user 
data and information on the use of programme inputs, including supplies and cash transfers. 
However, they were not effectively used to help manage risks related to cash transfers (see 
Observation 4 below) and supply management. For example, OIAI reviewed six programmatic 
visit reports completed in 2021 and noted that, although supplies were among the programme 
inputs listed, the reports did not document any review of the use of supplies. This meant that the 
office had missed an opportunity to ensure that the supplies were used for their intended 
purposes. In another example, nine programmatic visit reports reviewed the use of supplies, but 
follow up action was not taken to ensure that the gaps noted were addressed and that 
recommendations to improve partners’ logistics capacity were implemented. 
 
Management of field monitoring results. Checklists, programme monitoring visit forms and trip 
reports were the key field monitoring tools used by the office. The monitoring visit forms and trip 
reports were documented, filed and followed-up in eTools.2 Based on a review of a sample of 15 
programmatic visit forms and 10 trip reports, OIAI noted that programmatic visits that used the 
standard template form were generally well documented, described the monitoring work 
performed and could clearly be linked to a specific output and programme and/or project. 
However, for six trip reports, the audit team could not determine the relevant outputs/targets under 
assessment, and in two cases, no formal action points were recorded. The absence of formal 
action points in response to issues identified may prevent the timely follow-up of the necessary 
corrective actions, as well as effective identification of recurring and/or systemic findings. 
 

AGREED ACTION 3 
 
The office agrees to strengthen programme monitoring by: ensuring a comprehensive field 
monitoring planning process that enables the identification of monitoring coverage and includes 
end-user monitoring of programme inputs; reviewing the status of planned activities, 
programme outputs and/or results; and establishing a quality review of the field monitoring 
process and consistent follow up of the implementation of improvement actions. 
 

Staff Responsible:  
Implementation Date:  

 
 

4. Cash transfer assurance activities  High 
 
Gaps in the implementation of cash transfer assurance activities risked that the funds may not be 
used as intended.   
 

 
2 eTools is an organization-wide online platform to help UNICEF staff manage office processes related to partnership 
management and programme monitoring 
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In 2021, the office disbursed about US$99 million in cash transfers to 212 government partners 
and 67 CSO partners. Of the US$29 million transferred to 
government partners, US$19.4 million was to 40 partners 
with a high-risk profile. Assurance activities under the 
Harmonized Approach to Cash Transfers (HACT),3 which 
comprise spot checks, audits and programmatic visits, 
help UNICEF country offices ensure that implementing 
partners use cash transfers for their agreed purposes. 
OIAI reviewed the implementation of these assurance 
activities and noted the following areas that require 
strengthening.  
 

Programmatic visits. Planned programmatic visits reflect the number of visits that would provide 
the office with the assurance that risks related to transferring funds to implementing partners were 
mitigated. In this regard, OIAI found that the office did not conduct planned programmatic visits 
of some implementing partners. For example, OIAI reviewed a sample of 15 CSO partners that 
received cash transfers in 2021 and found that the planned programmatic visits were not 
completed for 6 of them, including 3 high-risk partners. Similarly, in terms of government 
implementing partners, OIAI did not find evidence that the office had conducted the minimum 21 
programmatic visits required in 2021 for 12 partners. While the office indicated that it had 
completed 13 of the 21 planned visits in 2021, these were not recorded in eTools. This indicates 
that eTools offers an incomplete picture of the assurance activities completed by the country 
office. This lack of documentation also risked that action would not be taken on recommendations 
set out in the reports on assurance activities.  
 
Non-implementation of the planned visits elevated the risk of inadequate assurance that 
transferred funds were used for intended purposes. Discussions with the office staff indicated that 
the office did not monitor whether planned programmatic visits were actually conducted. 
 
Spot checks. The office conducted 89 spot checks between January 2021 and March 2022. OIAI 
found that the office did not conduct the minimum number of required spot checks for four 
government implementing partners. Three of these partners were rated high risk and one was 
rated medium risk overall (although the micro-assessment rated its financial reporting component 
as high risk). Non-completion of the minimum number of spot checks risked that the office would 
not have the required assurance that funds provided to government partners were used for agreed 
purposes. 
 
HACT audits. Forty-six HACT audits of implementing partners were completed between 2020 
and 2022. For the office’s government implementing partners, the audits were conducted by the 
Government’s supreme audit institution, the Foreign Aided Projects Audit Directorate (FAPAD). 
FAPAD was also responsible for following up the implementation of recommendations arising 
from the audits it conducted. Between January 2020 and March 2022 10 government partners 
were subject to HACT audits. OIAI noted that the HACT audits requested by the office were not 
completed in a timely manner. For example, the office requested FAPAD to conduct an audit of a 
partner in 2021, but as of March 2022, the audit had not been completed. Indeed, in 2021, FAPAD 
only conducted two audits.  
 

 
3 HACT establishes common principles and processes for managing cash transfers across all operational contexts 
and is used by several United Nations agencies. HACT is meant to reduce bureaucracy and transaction costs while 
still providing an adequate level of assurance on the use of funds. 

HACT audits conducted by 
a government agency were 
not timely and follow-up of 
actions recommended by 
the audits was inadequate. 
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In addition, OIAI found that FAPAD’s process to follow up the implementation of its audit 
recommendations with government partners was not streamlined or timely. For example, by the 
time OIAI completed its audit in April 2022, the country office still did not know the status of the 
implementation of the recommendations in the FAPAD reports on the two audits it conducted in 
2021, which had included questions regarding financial expenditure totalling US$878,974. The 
most recent feedback the country office had received from FAPD on the implementation of audit 
recommendations by government partners was in 2017 (from audits performed in 2017 or earlier). 
The office indicated that it had sent several reminders and emails and had held meetings with 
FAPAD with a view to receiving updates on the status of audits completed on UNICEF-funded 
activities, but little progress had been made in this respect. OIAI thus concluded that the HACT 
audits conducted through FAPAD served little purpose in providing timely assurance that cash 
transfers to government implementing partners were used for agreed purposes.  
 
Follow-up of assurance recommendations. The audit team noted that the office’s HACT 
assurance reports (i.e., on spot checks, audits and programmatic visits) included observations 
and recommended actions to address the risks noted and that the findings in the assurance 
reports were diverse, noting issues such as discrepancies in payroll payments, expenditure not 
related to programme or activities, missing or inadequate documentation and lack of proof that 
the expenditure was incurred by the implementing partners. However, OIAI found that the office 
delayed the assignment of responsibilities to follow up and ensure that actions were taken to 
address gaps noted in assurance activity reports.  For example, of the 60 open actions recorded 
in eTools (as of 17 February 2022) from HACT assurance activities completed in 2021 and 2022, 
the staff member and/or unit responsible for 31 of them (about 50 per cent) was only assigned in 
2022. In addition, open items and recommendations from HACT audits were not recorded in 
eTools and were not assigned to staff for follow-up. As of 5 April 2022, the office had 167 open 
items from assurance activities that required follow-up. Delays in recording recommendations in 
eTools result in delayed designation of responsibility for follow-up. Thus, the office was exposed 
to the risk that corrective actions aimed at strengthening the programmatic and financial 
management capacity of implementing partners would be delayed, and that cash transfers may 
be misused or lost.  
 

AGREED ACTION 4 
 
The office agrees to strengthen cash assurance activities by: 

i. Prioritizing implementation of the minimum HACT assurance activities for each 
partner in order to obtain reasonable assurance that funds are used for intended 
purposes and expected results are achieved;  

ii. Assigning staff members the responsibility of ensuring recommendations resulting from 
assurance activities are recorded in eTools and monitoring the timely implementation 
of recommended actions.  

 
Staff Responsible: Chief PMR / HACT Specialist 
Implementation Date: Continuous 
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AGREED ACTION 5 
 
The office agrees, with input from the Regional Office for South Asia, to review and determine 
the continued usefulness of conducting HACT audits of government implementing partners 
through FAPAD. The review should take into account the need to ensure the timely 
implementation of assurance activities and corrective actions recommended in assurance 
activity reports.  
 
Staff Responsible: Deputy Representative Operations. 
Implementation Date: On-going  

 
 

5. Accounting for cash transfers  High 
 
A lack of timely action to recover questioned expenditure risked non-implementation of agreed 
activities, the loss of funds through fraud, and exposed the office to reputational risk. 
 
As of mid-March 2022, HACT assurance audits and spot checks dating from 2020 had uncovered 
US$1,365,898 in questionable expenditure (such as expenditure with missing or inadequate 
documentation, expenditure not related to agreed programme activities, unauthorized staff 
benefits, payroll differences etc.) by partners, which suggested that these funds may not have 
been used for agreed purposes and risked that programme outputs may not have been achieved. 
The audit noted the following gaps in the office’s efforts to account for or recover the questioned 
amount. 
 

 The office made a decision not to request a refund of US$212,658 of ineligible expenditure 
described in assurance activity reports covering the period 2019-2021. OIAI was not 

provided with a satisfactory reason for the decision to 
not recover the funds (except for US$62,994, discussed 
in Observation 6 below, which brought the total 
unrecovered amount to US$149,664). The decision not 
to recover the amount was made by programme staff 
without consulting with the Deputy Representative for 
Operations on the most appropriate follow-up actions, 
including whether to request for additional supporting 
documentation, require refunds from partners, conduct 

additional assurance activities etc. There was thus a risk that the programme staff did not 
have justifiable basis to accept US$ 149,664 of charges made to programme funds. There 
was a risk that the funds could have been fraudulently used. 
 

 By the time of the completion of the OIAI audit in April 2022, the office had not followed 
up on the accounting or recovery of another US$365,354. Delays in follow-up action risked 
that the office may not get a full accounting of the funds and therefore result in their loss.  
 

 Eight implementing partners were issued debit advice totalling $937,550 in March 2022. 
Seven of the partners objected to the debit notes, explaining that the financial exceptions 
that resulted in the questioned costs were not accepted by the partners. This suggests 
that HACT audit observations had not been resolved at the closure of the audits (i.e., in 
exit meetings), which not only raises questions regarding how the HACT audit timelines 

Questioned 
expenditure totalling 
over US$1.3 million 
was not accounted for 
in a timely manner  
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are managed, but also indicates a risk that funds that were questioned in assurance 
activities are not accounted for or recovered in a timely manner. 
 

 The office had not clearly identified the portion of the various questioned costs detailed 
above that was considered to be recoverable or impaired.  

 

AGREED ACTION 6 
 
The office agrees to: 

i. Determine whether there is indication of fraud and the root causes of significant 
questioned expenditures of cash transfers and address any fraudulent indicators and 
the causes of the questioned amounts; 

ii. Establish a process that ensures questioned costs from assurance activities are 
followed up for accounting or refunded in a timely manner. The actions could include 
raising debit notes soon after an assurance activity is concluded and providing 
justification for impairment or write-off of non-recoverable ineligible expenditures in 
accordance with the UNICEF Procedure on Impairment and Write-off of Direct Cash 
Transfers. 

iii. Ensure that any decisions that involve non-recovery of questioned expenses noted in 
assurance activity reports are coordinated with the Deputy Representative for 
Operations.  

 
Staff Responsible: Deputy Representative Operations, Chief PMR/ HACT Specialist 
Finance/ Accounts Manager 
Implementation Date: December 2022, on-going 
 

 

AGREED ACTION 7 
 
For the questioned expenditure totalling US$1,365,898, the office has agreed to: 

i. Ensure that a decision is reached on the recoverable portion of the questioned amount 
and take appropriate recovery and/or impairment actions in accordance with UNICEF 
guidance and procedures; 

ii. Review the basis for the decision not to recover US$149,664 and request input from the 
Deputy Representative for Operations regarding the most appropriate actions to take in 
response, including whether to take further recovery action. 

 
Staff Responsible: Chief PMR, Finance/ Accounts Manager, Operations Manager-Internal 
Control and Deputy Representative Operations 
Implementation Date: December 2022 
 

 
 

6.  Bonus payments to staff of partners Medium 
 
Making bonus payments to the staff of implementing partners increases programme overhead 
costs and risks limiting programme outputs. 
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Based on a review of debit invoices issued to partners as well as HACT assurance reports, OIAI 
found that the office had paid US$62,994 in bonus salaries to the staff of partner organizations. 
According to the office and some of the partners interviewed, local labour laws and customs create 
an expectation among staff of receiving a “13th month salary”. Based on this expectation, bonus 
salaries were provided for in some of the programme documents. According to the UNICEF 
Guidance on Budgeting and Financial Management of CSO Partnerships, certain expenditures, 
including “employee and management bonuses”, are not considered as eligible expenses under 
UNICEF funding provided to CSOs. The “13th month” bonus payments were not only ineligible, 
but also increased programme activity overheads which could reduce the amount of funds 
available to achieve planned programme outputs. OIAI attributed the inclusion of the bonus 
payment in programmed documents to an inadequate review of the grant agreement budgets.  
 
Office management was aware that the practice of paying bonuses did not comply with UNICEF 
guidance and informed the audit team that from August 2021 it had started to phase out the bonus 
salary payments. The office indicated that due to contractual obligations, the bonuses had been 
exceptionally approved as eligible costs until the end of the respective contractual periods, in 
early 2022. OIAI was not informed of the process the office will follow to ensure that the budgets 
in future grant agreements will exclude bonus payments. 
 

AGREED ACTION 8 
 
The office should ensure that payments authorized in grant agreements are in accordance with 
the UNICEF Guidance on Budgeting and Financial Management of CSO Partnerships and that 
the agreements signed clearly articulate the payments that are specifically allowed.  

 
Staff Responsible: Chief PMR, HACT Specialist and Finance/Account Manager 
Implementation Date: December 2022, On-Going  

 
 

7. Supply management Medium 
 
Supplies were held in warehouses for long periods which risked their loss through obsolence. In 
addition, implementing partners’ actions to improve logistics capacity were not validated which 
risked that the office continued to send supplies to partners that did not have appropriate supply 
distribution and management capacities.   
 
In 2021, the office procured programme supplies worth over US$25 million, which accounted for 
about 13 per cent of expenditure for the year. OIAI reviewed the office’s management of supplies 
and noted the following areas that require strengthening. 
 
Management of UNICEF warehouses. Except for prepositioned items stored for emergency 
intervention purposes, programme supplies should be distributed to end users in a timely manner 
to support the implementation of planned activities. As of 31 December 2021, UNICEF-controlled 
warehouses contained supplies worth about US$9.5 million. OIAI found that about 49 per cent of 
these supplies (worth US$4.6 million) had been in the warehouses for more than 12 months 
(including US$2.3 million worth of contingency supplies), indicating that a significant number of 
supplies were not distributed in a timely manner. The delayed distribution of supplies risked their 
loss through obsolescence and that planned activities would not be implemented.  
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Management of supplies by implementing partners. During the period under audit, the office 
distributed US$21.3 million worth of supplies to implementing partners, most of which were 
located in Cox’s Bazaar. In 2019 and 2020 the office conducted logistics capacity assessments 
for implementing partners in Cox’s Bazar to help ensure that partners had adequate capacity to 
manage the supplies distributed. The assessments recommended four areas for improvement, 
including staff capacity development and internal control effectiveness. The improvements were 
to be validated through warehouse visits. However, out of the 27 partners eligible for the visits, 
only 6 were visited. With regard to the other 21 partners, the office was not aware whether the 
required capacity improvements had been achieved. There was a risk, therefore, that the office 
continued to send supplies to implementing partners with weak capacity to manage supply 
distribution.  
 
The office conducted visits to three implementing partners’ warehouses in 2021-2022 and noted 
many issues related to management of supplies, including inadequate pest control, lack of backup 
power, inadequate written guidelines and a need for staff training. The partners were requested 
to review their logistics capacity against managed stocks of supplies and assign adequately 
trained staff to manage supplies. However, the office did not follow up implementation of these 
measures. The audit team interviewed staff of two of the partners, who confirmed that these gaps 
had not been resolved (as of March 2022). 
 
In October 2021 the logistics staff of implementing partners raised issues related to long-term 
storage of contingency supplies during a workshop on adherence to good warehousing practices 
conducted by the office. These concerns suggested that the contingency supplies held by 
implementing partners in their stores could be become obsolete. The office tasked programme 
section chiefs to prepare the distribution plans for inventory aged over 18 months for completion 
of distribution by 30 June 2022.  
 

AGREED ACTION 9 
 
The office agrees to strengthen its programme supply management by: 

i. Ensuring that a distribution plan is prepared for all programme supplies held in UNICEF 
warehouses and its implementation is monitored; 

i. Reviewing the current volume and nature of prepositioned supplies and ensuring that 
they are distributed and used before they expire; 

ii. Ensuring that implementing partners’ actions to improve their supply logistics capacity 
are validated and completed, and that their capacity gaps are addressed. 

 
Staff Responsible: Chief Supply and Procurement, Section Chiefs, Operations Manager, 
Chief of CxB Field Office 
Implementation Date: December 2021 
 

 
 

8. Value-added tax claims Medium 

 
Delays in obtaining refunds of value-added tax (VAT) from the Government risked non-recovery 
and loss of funds and reduced financial programme inputs to support the achievement of 
programme outputs.  
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The Basic Cooperation Agreement between the United Nations and the Government of 
Bangladesh exempts United Nations agencies from paying taxes on procured goods and 
services. Rather than issuing certificates of tax exemptions to its vendors, the office makes 

payments that include taxes and later lodges claims with the 
Government to receive a refund of the tax paid. OIAI found that 
the process followed to lodge the claims and receive the 
refunds is not efficient. As of March 2022, the unrefunded 
amount of VAT totalled US$5.54 million, of which US$2.71 
million (49 per cent) related to VAT paid in 2020 and earlier 
years, US$1.9 million (34 per cent) to VAT paid 2021 and 
US$0.94 million (17 per cent) to VAT paid in 2022.  

 
The accumulation of unrecovered VAT not only ties up the cash resources of UNICEF but also 
elevates the risk of non-recovery. Despite many recovery attempts, by March 2022, the office had 
only recovered US$137,568. The audit also found that UNICEF VAT claims amounting 
US$219,123 (for February and March 2020) were rejected by the Government due to late 
submission of the claims by the office, which indicated that the office’s claim procedures were not 
efficient or timely. The office had also not created an impairment for this amount or any older 
amounts that were considered unlikely to be recovered, which risked misrepresenting the 
recoverable amounts. The office informed the audit team that it had requested the refund of the 
unpaid claims through the United Nations Resident Coordinator and that it was expecting further 
refund of US$2.59 million in 2022. OIAI notes that, even if this refund is received, about US$2 
million of the US$5.54 million will still be outstanding.   
 

AGREED ACTION 10 
 
The office agrees to: 

i. In coordination with the United Nations Country Team, persuade the Government to 
allow it to issue tax exemption certificates for its procurement of goods and services; 

ii. Review the adequacy, accountabilities and monitoring responsibilities for lodging timely 
tax refund claims with the Government; 

iii. Ensure that there is a plan for recovering outstanding VAT claims, which total at least 
US$5.54 Million as of March 2022, from the Government. 

 
Staff Responsible: Finance/ Accounts Manager 
Implementation Date: December 2022 

 
 

9. Drivers contracted from institutional vendors Medium 

 
In response to decreased levels of funding, in 1995 the office carried out a staff restructuring 
exercise, in which a large number of staff members, including drivers, were laid off. In order to 
support the drivers and continue planned programme activities, the office received an exceptional 
authorization from the Division of Financial and Administrative Management to hire external 
drivers. (UNICEF policy requires all official vehicles to be driven by officially appointed drivers). 
Subsequently, the office helped the drivers who had been laid off to establish a private company 
which it contracted to provide transportation in support of programme implementation. The 
contract enabled the office to hire drivers based on the affordability of their services and the 
availability of funding. The contract provided for 57 drivers at a cost of US$337,935 per year. In 
2019, the office sought to replace the 57 outsourced driver posts with staff positions, as road 

US$5.54 million in 
value-added tax had 
not been refunded to 
the office. 
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safety had become a critical area that required urgent attention and contracted drivers were not 
entitled to United Nations road safety training.  
 
The office has continued to face funding limitations and cannot currently afford to recruit back all 
the drivers required. The office informed OIAI that it will need to secure about US$1.03 million in 
funding by end of 2023 to hire 63 drivers required for programme implementation. In the view of 
OIAI, adding such a large number of staff positions will require a strategy for long-term funding. 
Established staff positions may not provide the office with the flexibility it needs to adapt staff 
requirements to the needs and priorities of the country programme. Outsourcing driving services 
and hiring drivers based on programme needs and availability of funding is a logical approach to 
addressing this need, provided that the security risks can be mitigated through training and 
adequate insurance. Establishing staff posts risks that staff will once again need to be laid off if 
the necessary funding is not available and/or if the programme focus and priorities change and 
another restructuring exercise is required; this could in turn negatively affect staff morale. 
 

AGREED ACTION 11 
 
The office agrees to conduct a cost–benefit analysis and a review of the related risks, 
affordability and flexibility of its options, to determine whether it should outsource driver services 
to an institutional provider, create staff positions for drivers, or take a hybrid approach, whereby 
it creates staff driver posts for a few key critical areas/sections (subject to availability of funding) 
and outsources the other driver services required to an institutional provider.   
 
Staff Responsible: Deputy Representative Operations 
Implementation Date: June 2023 
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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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