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The Office of Internal Audit and Investigations (OIAI) conducted an audit of the UNICEF Mongolia 
Country Office, covering the period from January 2021 to 20 September 2022. The audit was 
conducted from September to October 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 including implementing partnerships, programme monitoring, 
assurance activities under the Harmonized Approach to Cash Transfers (HACT), emergency 
preparedness, prevention of sexual exploitation and abuse, programme supplies and service 
contracts such as construction contracts. The descriptions of the specific risks identified during 
the engagement planning process are provided in the Audit Objectives and Scope Section of this 
report.  
 
The Mongolia Country Office works exclusively with Government partners and civil society 
organisations (CSOs) in the implementation of planned programme activities. During the period 
audited, the Country Office transferred approximately US$ 22.9 million in cash to 48 Government 
partners (US$21.7 million) and 17 CSO partners (US$1.2 million), which represented 63 per cent 
of total expenditure. A further US$ 5 million was spent on service contracts and US$3.7 million 
on programme supplies, to be distributed through the implementing partners. The audit sought to 
assess the management of the risks linked to cash transfers and the use of partnerships. In 
addition, the country context indicated an exposure of children and families to the effects of natural 
and climate-induced disasters, as well as to sexual exploitation and abuse. The audit therefore 
also assessed the Country Office’s approach to managing these risks. 
 
Overall Conclusion 
 
Based on the audit work performed, OIAI 
concluded that the assessed governance, risk 
management, or 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.)  
 
Summary of Observations and Agreed Actions 
 
OIAI noted several areas within the audit scope where the Country Office’s controls were 
adequate and functioned well: 
 In collaboration with another UN agency, two government partners and all national mobile and 

network operators, the Country Office participated in a project aimed at improving the 
country’s preparedness for and resilience to earthquake-related disasters, including 
addressing the key bottlenecks and weaknesses in stakeholder coordination mechanisms. In 
2022, the group conducted the first ever emergency telecommunication preparedness 
exercise related to earthquakes.  

 The Country Office supported government partners in addressing the effects of the COVID-
19 pandemic in collaboration with other UN agencies and through the timely construction of a 
central vaccine store. 

 Satisfactory  

 Partially Satisfactory, 
Improvement Needed 

 Partially Satisfactory, Major 
Improvement Needed 

 Unsatisfactory 
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 Despite the COVID-19 related lockdowns in 2021, the Country Office exceeded the minimum 
required HACT assurance activities, conducting 59 programme visits (against the 57 required) 
and 20 spot checks (against the 19 required).  

 The Representative of UNICEF’s Mongolia Country Office set a positive ‘tone at the top’, with 
regular communications to all staff, aimed at engaging and motivating them to make a 
meaningful contribution to the delivery of results for children. The East Asia and Pacific 
Regional Office commended the office on its collaborative approach to developing the Country 
Programme Document 2023-2027. In meetings with the audit team, the Resident 
Coordinator’s Office appreciated UNICEF’s participation in joint United Nations efforts and 
key donors provided positive feedback on their partnership with UNICEF in the country. 

 
The audit also made a number of observations related to the management of the key risks 
evaluated. In particular, OIAI noted: 
 
 The Country Office had not finalized the emergency preparedness plans for each type of 

potential disaster nor had it included mitigation plans in its risk register. 
 Limited engagement with the UN Country Team PSEA Task Force meant that the Country 

Office’s initiative to map PSEA efforts across all UN agencies had not gained traction; and the 
Country Office had not set up a robust SEA monitoring process for victim-centric services. 

 There was insufficient monitoring to ensure receipt of supplies by the intended end-user and 
timely, complete implementation of recommendations from cash transfer assurance activities, 
which increases the risk that resources may not be used for their intended purpose.   

 The Country Office’s risk register did not adequately reflect fraud-related risks and their 
mitigating actions, to ensure regular review and follow-up of all fraud prevention activities, 
including partner and supplier anti-fraud training.  

 
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 Key Agreed Action Rating 

Risk management 

Emergency preparedness (Observation 1): Complete the annual 
emergency preparedness plans and include the risks and mitigants in 
the risk register as an input to broader risk management activities. 

Medium 

Prevention of sexual exploitation and abuse (Observation 2): Actively 
participate in the UNCT PSEA Task Force’s efforts on mapping PSEA 
activities, with a view to agreeing a PSEA monitoring process. 

Medium 

Fraud risk management (Observation 5): Assess fraud risk at least 
annually and record the risks and key mitigating actions in the office’s 
risk register to facilitate monitoring of implementation. 

Medium 

Control processes 

Monitoring programme supplies and progress reporting (Observation 
3): Establish a systematic reporting process for end-user monitoring of 
programme supplies and complete the implementation of the partner 
reporting portal for follow-up of progress in programme implementation.  

Medium 

Cash transfer assurance activities (Observation 4): Assign 
responsibility and establish a process to ensure systematic and 
effective monitoring of HACT assurance activities and timely, complete 
implementation of recommendations. 

Medium 
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            CONTEXT  
 
 

With a population of 3.3 million, Mongolia is home to 
1.15 million children, 780,000 adolescents and more 
than 100,000 people with disabilities living sparsely 
over a territory of 1,566,500 square kilometres, 
making it the least densely populated country in the 
world. Mongolia has vast, untapped reserves of 
copper, coal and other minerals. Economic growth has 
been substantial but volatile due to fluctuations in the 
mining sector. More than one in four people (27.8 per 
cent) were living below the national poverty line in 
2020. 
 
97 per cent of primary school-aged children are 
enrolled at school. Public health measures such as 
social distancing, mobility restrictions, and quarantine 
measures helped Mongolia contain the worst health 
effects of the COVID-19 pandemic. However, in 2021, 

there was a significant increase in maternal mortality; this followed impressive decreases in the 
rates of both maternal and child mortality in the preceding few years. 
 
Government social protection spending reached almost 12 per cent of Gross Domestic Product 
(GDP) in 2021 but spending on health and education remained below global averages (3.55 per 
cent and 3.05 per cent, respectively).   
 
The Country Programme Document 2023-2027 noted the risk of natural disasters, including ‘dzud’ 
(harsh winters which result in widespread death of livestock), earthquakes, droughts, floods, 
windstorms and forest fires, which disproportionately affect the most vulnerable communities. 
Such climate-related issues, as well as air pollution, are major concerns, affecting health and 
development of children and their families.  
 
The Country Office’s programme and staffing structure are divided into three sections – child 
survival and development (including health, nutrition, WASH in health institutions); inclusive, 
healthy and quality learning (including Early Childhood Development, life skills and adolescent 
health and WASH in schools); and equitable social policies and systems (including air pollution 
and energy efficiency). 
 
See figures 1 and 2 below for a breakdown of fund utilization by outcome and expenditure by cost 
category between 1 January 2021 and 16 September 2022. 
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The relatively high 
proportion of Child 
Survival expenditure 
during the audit period is 
due primarily to the 
purchase of vaccines. 
Learning expenditure 
included the cost of 
alternative learning 
methods (TV and radio 
lessons) used during the 
period of the COVID-19 
pandemic.  
 

 
 
 
 

Of the US$23 million, 
US$16 million cash was 
transferred to the 
Ministry of Health, Child 
Nutrition (MoHCN), 
mostly for addressing the 
impacts of the COVID-19 
pandemic, nutrition and 
WASH in health facilities.  
Service Contracts 
include construction of a 
central vaccine store and 
mobile health clinics for 
the MoHCN.  

 
The Mongolia Country Office is located in Ulaanbaatar. There is an approved field office in 
Khövsgöl province. As at 16 September 2022, the office had a workforce of 42 posts including 
three international professionals (the lowest in the region as a proportion of workforce), 23 
national officers and 16 general service posts.  
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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 
Mongolia 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 DESCRIPTION  

Programme monitoring  Programme implementation bottlenecks may not be identified or resolved 
due to inadequate monitoring processes, including supply monitoring. The 
Country Office may not identify short supplies or quality issues in a timely 
manner. 

Emergency preparedness The Country Office may not be adequately prepared to respond effectively 
to emergencies in Mongolia which could reduce the quality of the Country 
Office’s response. 

Prevention of sexual 
exploitation and abuse 

Adequate measures may not be taken to prevent sexual exploitation and 
abuse of children and staff, or to monitor and respond to any reported cases, 
resulting in loss of confidence by beneficiaries and donors and potential 
damage to UNICEF’s reputation. 

Partnership strategy Inadequate partner risk management and delays in payment of cash 
transfers may result in delays in implementation of programme activities. 

Procurement and contract 
management 

Construction contracts may not be properly authorised, protection against 
defects may not be adequate and contractor performance may not be 
evaluated. This may result in a liability to correct construction defects and 
incur additional costs. 

Cash transfer assurance 
activities 

The Country Office may not carry out effective assurance activities to 
monitor and account for cash transfers made to implementing partners 
and/or actions may not be taken to implement recommendations to manage 
risks identified by assurance activities. 

Fraud risk management The Country Office may not be adequately assessing and managing fraud 
risk, increasing UNICEF’s exposure to financial loss and reputational 
damage. 
  

  
The audit was conducted in person from 26 September to 7 October and then remotely until 19 
October 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 January 
2021 to 20 September 2022. It involved a combination of methods, tools and techniques, including 
interviews, data analytics, document review, tests of transactions, evaluations 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. 

 
Management is responsible for establishing and maintaining appropriate governance, risk 
management and control processes, and implementing the actions agreed following this audit. 
The role of the OIAI is to provide an independent assessment of those governance, risk 
management and control processes. 
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The key areas where actions are needed are summarized below. 
 

1. Emergency Preparedness Medium 
 
A robust emergency preparedness and recovery plan will help the Country Office to better prepare 
for and manage emergency situations which might disrupt programmatic activities or put staff, 
partners and beneficiaries at risk. 
 
The Country Office had assessed the risk of natural disasters including the Mongolian 'dzud’ 
(harsh winters which result in widespread loss of livestock, thus negatively impacting livelihoods), 
earthquakes, droughts, floods, windstorms and forest fires.  
 
In May 2022, the country’s Emergency Task Force had analysed each type of potential natural 
hazard, with a view to updating its contingency plans on UNICEF’s Emergency Preparedness 
Platform (EPP) by the annual July 31 deadline. At the time of the audit, in late September 2022, 
the office was still finalizing the disaster plan for each type of emergency, in coordination with the 
East Asia and Pacific Regional Office, and the EPP had not been updated.  
 
The Country Office, recognizing the increased need for robust Disaster Risk Reduction (DRR) 
efforts, obtained approval from the Programme Budget Review in September 2022 for a 
Humanitarian Affairs Specialist position to develop its emergency preparedness and disaster risk 
reduction capacity. The delay in completion of the emergency preparedness and recovery plan 
was the result of a conscious decision by the Representative to await the onboarding of the staff 
member in early October 2022. 
 
The risk analysis in the EPP should also inform the office’s risk register, to ensure regular review 
and monitoring of mitigating actions by the Country Management Team. However, the risks 
related to DRR and actions to mitigate the potentially negative impacts on programme delivery 
were not adequately reflected in the risk register. The Country Office stated that the need for 
emergency response is a recent development; while earthquakes are quite frequent in Mongolia, 
their average magnitude is below 5 on the Richter scale and minimal preparation is required. 
However, as the high-risk locations for the risks include the Ulaanbaatar area, with its high density 
of population accounting for over 40 per cent of the national population, it acknowledged the need 
to develop risk mitigation actions and update the risk register, as part of the broader risk 
management approach.  
 

AGREED ACTION 1 
 
The Country Office agrees to complete the annual emergency preparedness and recovery 
plans, update the EPP and include the risks and mitigating actions in the risk register, as an 
input to its broader risk management activities.   
 
Staff Responsible: Humanitarian affairs specialist 
Implementation Date: December 2022 
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2.  Prevention of sexual exploitation and abuse (PSEA) Medium 
 
Mapping PSEA efforts by all United Nations agencies present in the country and monitoring SEA 
risks in the communities will help the office to leverage United Nations’ efforts and complement 
its own PSEA activities aimed at preventing and adequately responding to sexual exploitation and 
abuse.  
 
There were several ways for the Mongolian community to report cases of sexual exploitation and 
abuse, including a child helpline and an online portal, each managed by a government partner 
and supported by UNICEF.  
 
UNICEF requires all country offices to perform certain tasks related to PSEA on a systematic 
basis, including CSO partner and UNICEF staff training, PSEA focal point training and monitoring 
PSEA activities. The Country Office had developed a PSEA action plan in May 2021, which 
included all standard requirements, as well as a quarterly review of the PSEA action plan and 
additional country-specific needs. These included printing and distributing PSEA material, 
especially among the nomadic (herder) community which did not have access to the PSEA 
reporting portal, and developing partner capacity in ‘survivor-centric services’ (including referral 
to specialists) by incorporating this in the partner training to be conducted in early 2023.  
 
However, some actions in the plan that were to be completed annually had not been performed 
in 2021 and were still pending in 2022. This included training and communication, as well as 
monitoring the implementation of the PSEA action plan by the Country Management Team (CMT).  
These actions had not been performed on a quarterly basis, as planned. The Country Office 
acknowledged that additional staff training, as well as an additional temporary appointment in 
2023, should improve the quality and completeness of SEA monitoring during programme visits, 
which OIAI identified as being inadequate.  
 
The Resident Coordinator’s Office was leading the PSEA in-country network, with technical 
support from another United Nations agency. The Country Office had consulted the Regional 
Office about mapping all PSEA efforts in Mongolia jointly with other UN agencies; however, it had 
not actively engaged the United Nations Country Team to take this forward. Such an exercise 
would allow UNICEF to identify opportunities to leverage other United Nations agencies’ PSEA 
activities to supplement its own efforts to ensure prevention of sexual exploitation and abuse. 
 

AGREED ACTIONS 2 
 
The Country Office agrees to: 

i. Monitor the PSEA action plan in the quarterly Country Management Team meetings 
to ensure timely implementation of pending actions; 

ii. Actively participate in the United Nations Country Team PSEA Task Force efforts, 
especially on mapping PSEA activities, with a view to agreeing a monitoring process 
to ensure prevention of sexual exploitation and abuse cases.  

 
Staff Responsible: Representative and Child Protection Specialist 
Implementation Date: December 2022 

 
 

3. Monitoring programme activities  Medium 
 
Systematic monitoring of supplies and partners’ progress reporting will help the Country Office to 
ensure that the intended progress with planned results is achieved.   
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The purpose of end-user monitoring is to assess whether programme supplies contributed by 
UNICEF are received by the intended beneficiaries on time, in the right quantity and good quality. 
Findings are used to guide improvements in supply chain management, product design and 
programmatic interventions. All country offices are required to monitor supplies for government 
and CSO partners receiving resources with a value of US$2,500 or more from UNICEF in a 
calendar year. It is a manual process which relies on observations being recorded in Programme 
Visit reports. 
 
Supplies amounting to about US$1.9 million were sent to partners from suppliers between 
January 2021 and mid-September 2022. However, not all programmatic visit reports for the period 
under review included evidence that supply end-user monitoring had been performed wherever 
applicable. OIAI was therefore not able to verify whether or not receipt of supplies had been 
monitored. Inadequate supply end-user monitoring means that any issues with the quality or 
quantity of supplies delivered may not be identified and timely corrective actions may not be taken.   
 
Between January 2021 and 20 September 2022, the Country Office disbursed about US$1.2 
million in cash transfers to 17 CSO partners. The Country Office stated in its 2021 annual report 
that it was planning to implement the Partner Reporting Portal (PRP) module of the partner 
management tool ‘eTools’, to report progress and jointly track and analyse results achieved for 
children and communities. This tool has inbuilt alerts to facilitate timely and systematic follow-up 
and receipt of reports. However, the PRP module had not been fully implemented as planned. 
 

AGREED ACTIONS 3 
 
The Country Office agrees to: 
i. Establish a systematic reporting process for end-user monitoring of programme 

supplies where applicable; 
ii. Complete implementation of the partner reporting portal for monitoring and follow-up of 

progress in programme implementation. 
 
Staff Responsible: Deputy representative 
Implementation Date: January 2023 

 
 

4. Cash transfer assurance activities  Medium 
 
The lack of a monitoring mechanism to ensure timely and complete implementation of 
recommendations from cash transfer assurance activities may delay partner capacity 
development and increases the risk that resources may not be used for their intended purpose.   
 
Between January 2021 and 20 September 2022, the Country Office disbursed about US$22.9 
million in cash transfers to 48 government partners (US$21.7 million) and 17 CSO partners 
(US$1.2 million). This includes US$1 million transferred to six government partners and US$0.6 
million transferred to five CSOs assessed as high risk under the Harmonized Approach to Cash 
Transfers (HACT) 2. As 95 per cent of total disbursements were cash transfers (as opposed to 

 
2 Harmonized Approach to Cash Transfers (HACT) is used by UNICEF, the United Nations Development Programme 
and the United Nations Population Fund in working with their implementing partners. Its principle is the systematic 
assessment of the level of risk of working with a given partner and adjustment of the method of funding and assurance 
practices accordingly. It includes tools to provide assurance that partners have used resources for their intended 
purpose, including micro-assessments (to establish the risk rating of a partner), programmatic visits (to check on 
progress), spot-checks and scheduled audits of a partner’s financial management. Special audits may also be 
commissioned by the Country Office to verify management of emerging risks.   
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direct payment or reimbursement) the effective use of HACT assurance activities was particularly 
important to ensure that partners had used funds for intended purposes. 
 
OIAI noted ten overdue action points from programmatic visits, as at 20 September 2022. Three 
of these were outstanding from December 2021 and seven from May 2022.  
 
The Country Office did not have a systematic process to ensure that actions recommended by 
programmatic visits, spot checks and audits are followed up and implemented, to address gaps 
noted by HACT assurance activities. OIAI noted that the recommendations made in 12 spot 
checks and a scheduled audit completed in 2022 had not been captured in the Action Points 
module of UNICEF’s partnership management tool ‘eTools’. In addition, the responsibility for 
quality assurance and oversight of the follow-up of HACT assurance recommendations was not 
clear. 
 
OIAI noted an increase in the level of late payments to implementing partners from 19 (6 per cent 
of the total) in 2021 to 36 (14 per cent) in the period from January to mid-September 2022. 22 of 
the 36 delayed payments in 2022 took 20 days or more to process; of these, five took between 
33 and 58 days. The benchmark for payment is 14 days. Any delay in processing payments 
increases the likelihood that programme implementation may also be delayed. The Country Office 
explained that the delays were due to the need to request clarifications and/or supporting 
documents from partners.  
 

AGREED ACTIONS 4 
 
The Country Office agrees to: 
i. establish a process to ensure systematic and timely implementation of HACT assurance 

recommendations; 
ii. assign responsibility for quality assurance and oversight of the recording of partner 

payment requests and follow-up of HACT assurance recommendations;  
iii. provide training to ensure that partners provide complete and accurate supporting 

documentation with their payment claims.  
 

Staff Responsible: Deputy representative, Operations Manager and Officer in charge of HACT 
Implementation Date: June 2023 

 
 

5. Fraud risk management Medium 
 
Robust fraud risk management requires regular review of fraud-related risks and systematic 
recording in the Country Office’s risk register. This will ensure timely completion of mitigating 
actions, including partner and supplier anti-fraud training, and contribute to the management of 
the risk of reputational damage and financial loss. 
 
During the period under review, the Country Office transferred approximately US$22.9 million in 
cash to 48 government partners (US$21.7 million) and 17 CSO partners (US$1.2 million), which 
represented about 65 per cent of total expenditure. OIAI noted that two partners had not reported 
missing programme supplies procured using cash transfers made by UNICEF. In line with 
UNICEF’s anti-fraud policy, the Country Office issued a warning letter to one partner and ensured 
replacement of missing items from the other.  
 
The Country Office’s management had set a positive ‘tone at the top’, establishing a supportive 
‘speak up’ culture, based on UNICEF’s core values, encouraging staff to report suspected fraud. 
All staff had completed the mandatory anti-fraud training. Although face-to-face partner training 
could not be conducted in 2021 due to the COVID-19 pandemic lockdowns, this was planned for 
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early 2023. The Country Office’s action plan resulting from the 2021 internal control self-
assessment recognised the need to update staff on the latest internal control policies and 
procedures, including awareness of fraud prevention and whistle-blower policies. 
 
The Country Office had acknowledged that, as part of its broader risk management activities, it 
should conduct an annual fraud risk assessment to identify, prioritize and agree mitigating actions 
required to prevent the most significant risks of fraud in its operations and among its partners. 
This includes recording the results of the annual fraud risk assessment in the risk register to 
ensure that there is proper and continued follow-up of implementation of the actions required to 
mitigate the identified risks, in line with the Country Office’s agreed risk tolerance levels.  
 
Among the risks previously identified by the Country Office was the risk of misuse of UNICEF 
resources that could create further risk of reputational damage to UNICEF. However, OIAI noted 
that the risk register did not adequately reflect existing and planned fraud prevention, detection 
and response actions, such as training for partners and suppliers on UNICEF’s anti-fraud policy.  
In addition, no fraud risk assessment had been performed in 2021.  
 

AGREED ACTIONS 5 
 
The Country Office agrees to review the adequacy of its overall management of fraud risk at 
least annually and to ensure that the risk assessment and all key mitigating actions – existing 
and planned – are recorded in the Country Office’s risk register. Planned actions should have 
clear accountabilities and deadlines and be monitored by the Country Management Team to 
ensure timely and adequate implementation.  
 
Staff Responsible: Operations Manager 
Implementation Date: December 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 
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, 

Major 
Improvement 

Needed 

The assessed governance, risk management or control processes 
needed major 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 
were not adequately established or not functioning well. 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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