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The Office of Internal Audit and Investigations (OIAI) conducted an audit of the Islamic Republic 
of Iran (Iran) Country Office, covering the period from January 2021 to September 2022. The audit 
was conducted as a hybrid engagement, with remote and in-person components, from 11 
September to 3 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 of the Country Office, including programme planning, monitoring and results 
reporting, the Afghanistan outflow emergency response, the Harmonized Approach to Cash 
Transfers (HACT), and ‘cash plus’ programme management. The descriptions of the specific risks 
identified during the engagement planning process are provided in the Audit Objective and Scope 
section of this report.  
 
The Iran Country Office operates in a unique environment under economic sanctions and a high 
level of restrictions that create operational challenges and affect almost all areas of programme 
implementation. The country is also highly prone to natural hazards (earthquakes, floods, 
landslides) that pose significant risks to the survival and well-being of children. During the period 
under review, the COVID-19 pandemic put pressure on the economy and social services. There 
had been an increased number of Afghans seeking protection and asylum in Iran. The audit team 
therefore sought to assess the adequacy and effectiveness of the Country Office’s management 
of the specific risks emanating from this challenging context, with respect to programme 
management, emergency preparedness and response and risk management activities. 
 
Overall Conclusion 
 
Based on the audit work performed, OIAI 
concluded that the assessed governance, risk 
management, or control processes were 
Partially Satisfactory, Improvement Needed, 
the weaknesses or deficiencies identified were 
unlikely to 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.)  
 
Summary of Observations and Agreed Actions 
 
OIAI noted the following areas where the Country Office’s controls were adequate and functioned 
well:  
 
 Staff morale and workplace culture: The results of the Country Office’s June 2022 ‘Pulse 

Check1’ showed a significant improvement in workplace culture compared to December 2021. 
Prompted by the results of the June 2021 Pulse Check, the Country Office conducted an all-
staff retreat in November 2021. The resulting action plan was reviewed by the Joint 
Consultative Committee2 on a quarterly basis, ensuring that positive changes were achieved. 
   

 
 
1 The ‘Pulse Check’ is an internal staff survey conducted every six months across all UNICEF offices to assess and 
allow follow-up of workplace cultural issues.    
2 The Joint Consultative Committee serves as a two-way channel of communication between management and staff 
on local administrative and human resources of general concern to staff members. 

 Satisfactory  

 Partially Satisfactory, 
Improvement Needed 

 Partially Satisfactory, Major 
Improvement Needed 

 Unsatisfactory 
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 Mandatory training on Ethics and PSEA: UNICEF staff completed the PSEA and Ethics 
mandatory training course and the PSEA framework was fully implemented by the two major 
NGO partners. 
 

 Annual priorities: The Country Office’s annual priorities were clearly defined in the Annual 
Management Plan for 2021 and 2022.   

 
The audit team also made several observations related to the management of the key risks 
evaluated. In particular, OIAI noted:  
 
 The Country Office did not regularly review and monitor programmatic activities against 

appropriate targets or provide timely, accurate reports on programme results.    
 

 The Country Office had been piloting new programmatic approaches for potential replication, 
especially in areas of need. The approach to managing the pilots needed to be strengthened 
to ensure that the right activities were selected and that the results would be evaluated against 
an appropriate set of criteria. 

 
 The Country Office faced challenges and limitations in its response to the Afghan crisis, 

resulting in significant delays in the implementation of the humanitarian response. The 
structure established by the Government to coordinate the response limited UNICEF’s options 
for direct partner engagement and there had been late requests to donors for grant 
extensions. 

 
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 with respect to the 
assessed governance, risk management and control processes. (See the definitions of the 
observation ratings in the Appendix.)  
 

OBSERVATION RATING 

Category of 
Process 

Area or Operation and Key Agreed Action Rating 

Risk management  

Risk Management (Observation 6):  Maintain a single office risk 
register and ensure that this is regularly reviewed by the Country 
Management Team to enhance appropriateness and implementation 
of mitigating actions. Ensure that the analysis of specific risks and their 
underlying causes is well formulated and effective mitigating actions 
are identified. 

Medium 

Controls processes 

Afghanistan Outflow Emergency Response (Observation 1): 
Strengthen the emergency preparedness and response by mapping 
potential partners/stakeholders as a basis for determining the level and 
modality of engagement and improving communication with donors.      

High 

Results Monitoring and Reporting (Observation 3): Strengthen 
programme monitoring processes so that monitoring activities (e.g. 
mid-year and annual reviews) are planned and implemented. 
Strengthen quality assurance to ensure the accuracy of information 
uploaded in the RAM.  

High 

Piloting programmatic approaches and innovations (Observation 
5): Introduce guidelines for the development, management and 

Medium 
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evaluation of pilot programmatic approaches, including budgetary 
considerations, evaluation criteria and documentation requirements. 

Harmonized Approach to Cash Transfers (Observation 8): In 
consultation with MENARO and DPAM, the Country Office should 
monitor the status of context-driven risks and define the extent to which 
the standard HACT framework can be applied to UNICEF’s activities 
in Iran, in view of the specific country context and government 
requirements, to ensure appropriate mitigation of cash transfer-related 
risks, in line with agreed risk appetite.  

Medium 

 

 
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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Context and operating environment 

 
The Islamic Republic of Iran is highly prone to 
natural hazards (earthquakes, floods, landslides) 
that pose significant risks to the survival and well-
being of children. The COVID-19 pandemic has 
put pressure on the economy and social services. 
The insecurity and political instability in 
neighbouring Afghanistan in 2021 have led to an 
increased number of Afghans seeking protection 
and asylum in Iran.   
 
UNICEF’s Iran Country Office operates in a 
unique local environment with a high level of 
restrictions that affect almost all areas of 
programme implementation. Economic sanctions 
have impacted financial dealings with Iran, which 
has led to operational challenges. A new 
government was elected in Iran in 2021. 
 

 
The Country Office is based in Tehran. It has a total workforce of 48 posts (4 international 
professionals, 27 national officers and 17 general service staff). 

  
Context of key risk areas covered in the audit 
 
The country programme (CP) 2017-2021 was adjusted in 2019 after the mid-term review, with 
increases in ‘other regular resources’3 (ORR) and ‘other resources - emergency’ (ORE) to 
address government priorities and, more specifically, to support children in Iran, including 
Afghan refugees. 
 

In February 2021, UNICEF’s Executive Board approved the extension of the country programme 
for one year, additional ‘other resources’ (OR) were granted and new partnerships in social policy 
and WASH were established. The one-year extension of the CP ensured full alignment of the 
Country Programme Document and the new UN Strategic Development Cooperation Framework 
(UNSDCF) with the new Iranian Government national development plans and built on lessons 
learned from the response to multiple ongoing crises. A further two-month extension was 
approved by UNICEF’s Executive Board in September 2022.  
  
Since the start of the Afghan refugee crisis in mid-2021, the Country Office has undergone a 
major shift – both in terms of technical capacity and work processes - from a predominantly 
development mandate to an additional humanitarian mandate, as set out in UNICEF’s Core 
Commitments for Children and the Afghan Refugee Coordination Mechanism led by UNHCR. 
UNICEF is the designated lead agency in Iran for WASH, child protection, education and nutrition 
activities, with substantial engagement on health and social protection.  

 
 
3 ‘Other resources’ are contributions that have been made for a specific purpose and may not therefore be used for 
other purposes without the donor’s agreement. An office is expected to raise the bulk of the resources it needs for the 
country programme itself, as Other resources. 
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The insecurity and political instability in Afghanistan in 2021 have led to increased cross-border 
movements of Afghans seeking protection and asylum in Iran. Estimates of the number of 
Afghans arriving in Iran in 2022 vary between 500,000 and 1 million, adding to the almost 3 million 

Afghans already living there. In 
line with the 2022 Afghan 
Situation Regional Refugee 
Response Plan, UNICEF’s 
humanitarian appeal for 2022 
amounted to US$81.2 million, to 
meet the needs of Afghans and 
affected host communities in 
neighbouring countries, including 
Iran. Of the US$81.2 million, Iran 
was to receive US$21.7 million, 
the bulk of which for WASH-
related activities.  
 

 
The fund utilisation by cost category shows significant supply and cash transfer components, 
amounting to US$11.6 million (44 per cent) and US$6.5 million (25 per cent), respectively. The 
supplies consisted primarily of medical and WASH supplies and educational material.  
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The 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 Iran Country 
Office, including risk management, the Harmonized Approach to Cash Transfers (HACT), 
programme planning, monitoring and results reporting, the Afghanistan outflow emergency 
response and ‘cash plus’ programme management. The audit scope included the key areas, set 
out in following table, that were selected during the audit planning process based on an 
assessment of inherent risks.4  
 

RISK AREA  DESCRIPTION KEY RISKS 

Risk management  The Country Office may not effectively identify and assess the risks to its 
programme and take effective measures to manage significant risks. 

Programme planning 
and monitoring 

The country programme results framework may not be reflected in the 
workplans and programme documents agreed with partners and/or be 
adequately monitored, increasing the risk that the activities implemented fail 
to achieve the intended results. Delays in finalising the country programme 
document could lead to the non-achievement of planned results. 

HACT assurance 
activities 

The office may not properly plan and execute spot checks and 
programmatic visits, resulting in non-discovery or untimely correction of 
issues that might prevent implementation of planned activities, achievement 
of objectives and unintended use of cash transfers, including fraud, waste, 
misuse and inefficiencies. 

Humanitarian response 
 

The Country Office may be slow to move from a predominantly development 
mandate to adapt to a humanitarian response and may be unable to fulfil 
UNICEF’s humanitarian mandate. Limited access may affect the Country 
Office’s ability to deliver and monitor its response to Afghan refugees. 

‘Cash plus’ programme 
management  
 

The mechanism for identification and verification of beneficiaries may not 
be adequate. Beneficiaries’ data may not be adequately protected. There 
may be delays in fund disbursement and limited access to beneficiaries. 
These factors may result in misuse of funds leading to loss of financial 
resources, non-achievement of results and reputational risks. 

Result reporting  
 

Inefficient and delayed recording of programme results may lead to 
inaccurate information in RAM.  

Cash transfers    Cash transfers during the audit period represented 25 per cent of fund 
utilisation, or US$6.5 million. This is significant, increasing the scope for 
fraud, waste and misuse.  

Supply and logistics During the period under audit, supplies amounted to US$11.6 million, which 
is 44 per cent of total fund utilisation. This is significant, increasing the scope 
for fraud, waste, and misuse and for supplies or services not being used for 
intended purposes. 

 
The audit was conducted as a hybrid engagement, with remote and in-person components, from 
11 September to 3 October 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 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.  

 
 
4 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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The key areas where actions are needed are summarized below.  
 

1. Afghanistan Outflow Emergency Response High 
 
Contextual challenges and limitations in responding to the Afghan crisis could affect the Country 
Office’s ability to fulfil its development and humanitarian mandates and increase risks to 
UNICEF’s reputation. 
 
To meet the needs of the increasing number of Afghans seeking protection and affected 
communities in neighbouring countries, UNICEF launched a regional humanitarian appeal based 
on an estimate of 3.5 million people in need of humanitarian assistance, including 1.6 million 
children.  
 
UNICEF’s planned interventions were based on a target of 3 million people, including 1.2 million 
children. The estimates of the target population were made by the interagency coordination 
mechanism, informed mainly by UNHCR predictions. OIAI discussions with UNHCR indicated 
that a more rigorous approach to identifying the target population would take place as part of the 
review of the 2022 appeal and would inform the preparation of the 2023 Afghan emergency 
response, to ensure more effective planning and execution of the planned activities.   
 
Emergency grant management: UNICEF’s appeal amounted to US$81.2 million, of which the 
Iran Country Office was to receive US$21.7 million. Of the US$21.7 million allocated to UNICEF 
Iran, as at 30 September 2022, the Country Office had received US$15 million and utilised 
US$11.2 million (70 per cent). Of 14 emergency grants that began in 2021, eight had a duration 
of one year or less. Delays in implementation, some beyond UNICEF’s direct control, created 
challenges in meeting donor timelines and led to last-minute requests for extensions.  
 
Mapping of partners/stakeholders: Delays to UNICEF’s response were, in part, due to the fact 
that emergency programmes and activities relating to the Afghanistan crisis were not part of the 
Country Office’s workplans coordinated by the Ministry of Foreign Affairs (MFA). Refugee matters 
were managed by the Ministry of Interior through its subsidiary bureau, BAFIA, working with 
UNHCR. This structure led to partner coordination challenges and meant that UNICEF had to 
negotiate with BAFIA in order to be able to commence its response to the crisis. Also, the Iranian 
Government required that UNICEF not work directly with CSOs without its endorsement. To 
respond to the Afghan refugee crisis, the Country Office approached four CSOs, including two 
international NGOs. The two international NGOs were not registered with the Iranian Government 
and had to obtain annual permits to work in the country. All activities in their respective workplans 
had to be approved by BAFIA, creating additional delays.  
 
The Country Office recently established a Donors and Grant Management Taskforce (DGMT) to 
ensure better management of the grants (applicable to all funding agreements). However, at the 
time of the audit, it was too early to assess the potential impact of this initiative. 
 
The Country Office did not fully achieve its Emergency Preparedness Key Performance Indicators 
in 2021 which may reflect an inability to provide a timely, adequate response to any unplanned 
crisis. The Country Office indicated that the Regional Office would provide support in November 
2022 to strengthen its capacity for risk-based programming and preparedness for emergency 
situations. An Emergency Preparedness risk mapping exercise was planned for November 2022, 
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after which the Emergency Preparedness Plan risk plan would be updated. Compliance scores 
were expected to increase accordingly.  
 

AGREED ACTIONS 
 
The Country Office agrees to continue to strengthen its emergency preparedness and 
response by conducting a lessons-learned review of the Afghanistan Outflow Emergency 
Response to identify and analyse the causes of delays and constraints and to establish 
mechanisms to address them. More specifically, it should:    

i. Map potential partners/stakeholders as a basis for determining the level and modality 
of engagement to enhance responsiveness;  

ii. Improve communication with donors (i.e. updates on challenges and avoiding late 
requests for grant extensions).  

 

Staff Responsible: Deputy Representative Programme 

Implementation Date: 30 June 2023 
  

 
 

2. Work Planning  Medium 
 
Not clearly formulating output and outcome results, weaknesses in defining timelines of planned 
activities and not defining indicators and targets could reduce the Country Office’s ability to 
measure progress in achieving planned results.  
 
The Iran country programme document (CPD) 2017-2021 was extended twice: a one-year 
extension to the end of 2022 was followed by a two-month extension to the end of February 
2023. 
 
Programme Structure: The Country Office correctly defined output/outcome results to align 
with the Country Programme Results Resource Framework (RRF). The activities to be carried 
out were reflected in workplans agreed with the Iranian Government and other partners. As part 
of the 2019 mid-term review, the Country Office, in agreement with the Iranian Government, 
updated the Results Resource Framework indicators. However, the programme structure and 
expected results were not adjusted to include WASH and Social Policy programme components, 
which had previously been part of Programme Effectiveness. There were no specific 
output/outcome results defined for WASH and Social Policy, which reduced the Country Office’s 
ability to assess and report on the results achieved and the contribution of outputs and activities 
from those components to the overall outcome. Manually extracting information for reporting 
purposes creates unnecessary inefficiencies. 
 
Work planning: UNICEF country offices set out their activities for the year in workplans agreed 
to with the local government and other partners. Workplans detail the activities to be carried out, 
the responsible implementing institutions, and timeframes and planned inputs from the 
government and UNICEF. The UNICEF Iran multi-year workplans for 2021-2022 were 
developed with partners and included outputs and outcomes, annual targets, planned activities, 
timelines (by quarter) and planned budgets. Implementing partners were indicated for each 
activity for all programmes. The Country Office had 14 different government implementing 
partners, each with its own workplan, signed by the Iranian Government and UNICEF’s 
representative.  
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A review of 6 of the 14 workplans showed weaknesses in defining timelines of planned activities, 
indicators and targets. One workplan omitted all activities for the year 2022; the extension of 
planned activities for 2022 had been agreed through separate correspondence between the 
Country Office and the government partner, however, this did not specify the indicators to be used 
to monitor progress. In three instances, the workplans were signed late, which delayed 
programme implementation. With respect to targets and indicators, one two-year workplan failed 
to define annual targets, and a workplan related to the COVID-19 emergency included CPD 
targets instead of emergency-related indicators. In three instances, the workplan and revised 
results framework had different output indicators.  
 
The Country Office staff explained that there were challenges in accessing data and some 
information required for the indicators and targets. Including indicator targets in the signed 
government workplans was challenging because the culture of results-based management is 
not present in the Government’s joint work with international partners and government ministries 
are not accustomed to setting targets for planning. OIAI was informed that partners may be 
reluctant to commit to hard targets because of the uncertain context, which can result in rapid 
and dramatic changes.  
 
The absence of output indicators and annual targets reduces the Country Office’s ability to 
measure, monitor and report progress towards the achievement of planned results. 
 

AGREED ACTIONS 
 
The Country Office agrees to strengthen programme planning by ensuring that there is:  

i. a mechanism to ensure that expected results are revised at outcome/output result 
levels, as needed, for example, as part of mid-year and annual reviews; 

ii. adequate formulation of results with indicators, targets, and timelines aligned with the 
implementation period.  

 

Staff Responsible: Planning, Monitoring and Evaluation Officer and Heads of Sections 

Implementation Date: 30 June 2023 
 

 
 

3. Results Monitoring and Reporting High 

 
The absence of systematic monitoring activities and appropriate indicators may reduce the 
Country Office’s ability to manage programme effectiveness.  
 
Programme monitoring: OIAI reviewed six sample workplans that had been established by the 
Country Office with six government partners and noted that in three cases, the workplan did not 
refer to monitoring activities. Although the Country Office conducted an internal mid-year review 
and held regular meetings with government partners, the mid-year reviews required by the 
Country Programme Document (CPD) were not conducted with government partners in 2021 and 
2022 and no annual review was conducted in 2021. Without such reviews, the Country Office did 
not have a systematic mechanism to assess the programme implementation, analyse and agree 
on results achieved, constraints and priorities for the year.  
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Reporting Results: A comparison of the Country Office’s 2021 year-end report and a sample of 
workplans indicated in four cases that the UNICEF results assessment module (RAM) did not 
include or report on the indicators shown in the workplan at all. In two cases, the RAM and 
workplan indicator targets were not the same. In two cases, the RAM indicator target exceeded 
the workplan target and in another, the workplan had a numeric target, whereas RAM had a 
percentage target. Three outputs in the RAM report indicated that fewer than half of the indicator 
targets had been fully achieved by the end of 2021, whereas the Country Office rated the three 
outputs as ‘on track’.  
 
Incomplete or inaccurate indicators and targets limit the ability to measure performance and to 
report reliable, meaningful analysis of results against workplans.  
 

AGREED ACTIONS 
 
The Country Office agrees to:  
i. ensure that monitoring activities (such as mid-year and annual review) are planned with the 
government partners and reflected in the signed workplans;  
ii. strengthen the quality assurance process to ensure consistency and alignment of the results 
with the joint workplans and upload the information in the RAM;  
iii. ensure that the results achieved, bottlenecks and constraints, as well as priorities for the 
year, are discussed during the mid-year and annual reviews and recorded in the RAM. 
 
Staff Responsible: Planning, Monitoring and Evaluation Officer and Heads of Sections 
Implementation Date: 1 August 2023 

 
 

4. Cash Plus Programme Management 
 
Not adequately identifying and mitigating key risks related to the ‘Cash Plus’ programme could 
result in non-implementation of planned activities and misuse or loss of funds. This programme 
was discontinued in October 2022 as a result of a change in government priorities. 
 
The ‘Cash Plus5’ programme started in Iran in March 2021 with pilots in two provinces. It was built 
on the existing national system to transfer cash and in-kind assistance to selected beneficiaries. 
The immediate objective of the programme was to improve psychosocial health, nutrition and 
access to education for the most vulnerable children during the COVID-19 pandemic, and in the 
medium to long term, to develop a national roadmap to scale up conditional cash transfers for 
current and future crises.  
 
Since the start of the programme, the Country Office spent US$157,464 on conditional cash for 
education and provision of in-kind assistance to 6,500 vulnerable households, including 7,215 at-
risk children. As there was no contractual relationship between UNICEF and the financial service 
provider (FSP) by which to hold it to account, the Country Office contracted a local audit firm to 
conduct an audit of the FSP in 2022, in order to gain assurance that the intended cash had 
reached the selected beneficiaries.  

 
 
5 Cash plus’ programmes can be characterized as social protection interventions that provide regular transfers in 
combination with additional components or linkages that seek to augment income effects. 
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In a meeting with OIAI, the local audit firm stated that they had obtained a payment list of the 
beneficiaries from the FSP and confirmed that the selected beneficiaries had received the 
intended cash plus programme payments. There was, however, no indication in the report that 
there was a review of the accuracy of the lists of the beneficiaries against defined criteria and that 
it was only those listed beneficiaries that received cash. Also, a joint UNICEF/government partner 
field mission report confirmed that selected beneficiaries in the three schools visited had received 
cash transfers. There was, however, no evidence of any triangulation with UNICEF to confirm that 
the selected beneficiaries met the selection criteria.  
 
Beneficiary identification: Validation of the list of potential beneficiaries is a key control to 
identify any duplicate or excluded beneficiaries. In November 2021, the Country Office conducted 
a field monitoring visit with the government partner to four schools and interviewed beneficiaries 
to triangulate the data. The mission team raised a concern about omission of children from some 
of the most vulnerable families who were not enrolled in schools; the list of school-age children 
had not been shared with schools to triangulate and identify children who were not enrolled. OIAI 
also noted that the field visit report was not recorded in eTools for monitoring purposes and there 
was no evidence that the issues identified in the report had been addressed. (See also 
Observation 9 in this report, Assurance Activities.) 
 
Protection of beneficiaries’ data: Since March 2021, all monitoring data was collected and 
uploaded to an Integrated Management Information System (IMIS) which is a government-
managed system. However, UNICEF did not have access to the system to be able to confirm 
whether there were sufficient controls in place to protect confidential beneficiary data. As part of 
UNICEF’s system strengthening support, the Country Office stated that it planned to enhance the 
IMIS in 2022 with improved data protection measures for the management of beneficiary data, 
including sensitive Personally Identifiable Information but, at the time of the audit, this had not yet 
been done. 
 
Grievance system: The main mechanism for registering and addressing complaints was the 
government hotline, also used for other services and therefore widely known across the country. 
The number assigned to the Cash Plus programme was included in all the information sessions 
and SMS messages sent to households, to encourage them to use it to communicate any 
concerns. Complaints were to be recorded, prioritised, investigated and referred to a Steering 
Committee. However, there was no evidence that the system had been used during the audit 
period and the reasons for this had not been provided. This represented a missed opportunity to 
identify and address any weaknesses in the Cash Plus management process. 
 
The Country Office took actions to strengthen controls over the Cash Plus programme, including 
development of a comprehensive standard operating procedure, with a risk mitigation matrix. It 
planned to incorporate lessons learned from the pilot phase in a revised operating procedure. 
However, following completion of the audit fieldwork, the Country Office informed OIAI that the 
Cash Plus programme had been discontinued in October 2022, as a result of a change in 
government priorities, and the audit conducted by the third-party firm would determine the amount 
to be reimbursed to the implementing partner for the activities already carried out. The Country 
Office indicated its intention to review the risks and mitigation measures associated with the Cash 
Plus programme on a quarterly basis, and to include the planned IMIS system strengthening in 
the joint workplan with the implementing partner, should the programme be reestablished. 
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5. Piloting new programmatic approaches   Medium 
 
The Country Office was piloting new programmatic approaches for wider potential application. 
Failure to define criteria for selection of appropriate activities and for evaluation of their suitability 
for replication may result in inefficient use of resources and missed opportunities for programmatic 
innovation and development. 
 
The 2017-2022 extended CPD states that one feature of the Iran Country Office strategy is to 
support the piloting of new programmatic approaches for potential replication or adaptation to 
address the country’s various challenges. The 2017-2021 Results and Resources Framework 
(RRF) focused on modelling innovative approaches to demonstrate results and inform policies 
and programmes at the national level.  
 
OIAI noted that 9 out of 13 activities selected as pilot initiatives had no scope for replication. Pilot 
activities that were not conceived with replication in mind may not be suitable for scaling up and 
may result in inefficient use of time and resources. 
 
Four of 13 pilot activities were valid pilot initiatives. One of them was being implemented, two had 
been discontinued, and one did not start due to external factors. No review of lessons learned 
had been conducted and the results of the pilots, including the reason for discontinuation, had not 
been documented for the purpose of informing future pilot initiatives.   
 
The absence of a clearly defined approach to piloting new programmatic approaches increases 
the risk of inefficient use of resources and of pursuing activities which may not be most relevant 
or sustainable. There should be clear criteria for defining what constitutes a pilot project and for 
evaluating its success and suitability for wider application.  
  

AGREED ACTION 
 
The Country Office agrees to define and implement an approach to piloting new programmatic 
approaches, to include:  

i. clear criteria for determining what qualifies as a suitable activity for piloting with a 
view to its potential relevance for wider application and sustainability; 

ii. the approach/criteria for evaluation of the results of the pilot; 
iii. a requirement to assess and document lessons learned from the pilot, and to 

record the results and cause of any discontinued pilots, to inform future pilots. 
 
Staff Responsible: Planning, Monitoring and Evaluation Officer, Heads of Sections and 
Deputy Representative Programme 

Implementation Date: 30 June 2023 
 
 

6. Risk Management Medium 
 
While the Country Office maintained and periodically reviewed a risk register, it was not sufficient 
to ensure that all key risks were regularly assessed, progress with mitigating actions reviewed 
and any matters requiring additional guidance escalated to the Regional Office or Headquarters.  
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A regularly updated office risk register is a key component of a robust risk management plan.  It 
ensures visibility of key risks, for the purpose of agreeing and monitoring mitigating actions, and 
thus encouraging risk-informed decision making. The Country Office maintained an Excel-based 
risk register that was reviewed periodically in Country Management Team meetings and updated 
annually for uploading to UNICEF’s corporate risk management system.  

 

While the Country Office had assessed all mandatory risks, the analysis of the specific risks 
related to child protection and child safeguarding was not sufficient to comply with UNICEF risk 
management policies. Similarly, the risks related to Sexual Exploitation and Abuse (SEA) and 
Sexual Harassment (SH) had not been separately assessed, as required. There was no detailed 
analysis of fraud risk, and the distinction between the underlying cause of a risk and the mitigating 
control measure employed was not always clear. Not all contextual risks related to the challenging 
operating environment were reflected and the register had not been updated to include the risks 
related to the new ‘Cash Plus’ programme, although a separate risk matrix was included in the 
related operating procedures.  

 

Not maintaining a sufficiently detailed and complete central risk register reduces the likelihood 
that all key risks are identified and assessed, that mitigating actions are properly identified and 
monitored and adjusted as necessary and that any critical risks can be promptly escalated, as 
appropriate.  
 

AGREED ACTIONS 
 
The Country Office agrees to strengthen its risk management by: 

i. ensuring that all key risks are identified and subsequently reflected in a single office 
risk register, for regular (at least quarterly) CMT review and update, to facilitate 
monitoring of the implementation of mitigating actions and timely escalation of 
issues requiring Regional Office and/or Headquarters guidance  

ii. ensuring that the analysis of specific risks and their underlying causes is well 
formulated and effective mitigating actions are identified, implemented and 
monitored. 

 
Staff Responsible: Planning, Monitoring and Evaluation Officer, Heads of Sections and 
Deputy Rep. Programme 

Implementation Date: 30 June 2023 
 

 
 

7. Cash transfers to implementing partners   Medium 
 
Cash transfers to implementing partners which are not correctly authorised, payment claims which 
are not adequately supported and cash disbursed before receipt of the goods or service increase 
the risk of misuse of funds and damage to UNICEF’s reputation. 
 
During the period under audit, the Country Office transferred cash amounting to US$4.6 million 
to 14 implementing partners, including 12 government partners and 2 international non-
governmental organizations. OIAI reviewed a sample of nine cash disbursements totalling US$2.6 
million made to six implementing partners. The following exceptions were noted:  
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A partner request for approximately US$237,000 related to procurement of COVID-19 cold chain 
and laboratory equipment was treated by the Country Office as a direct cash transfer and recorded 
as an expense. It was not clear why this payment modality was used instead of raising a purchase 
order, as required for procurement of supplies. (See also Observation 8 in this report, HACT.) 

 
In three cases, cash transfers were approved without adequate supporting documentation. For 
example there were no documents linking the disbursement to workplan activities, including one 
for a total of approximately US$203,000.  
 
In the Country Office’s delegation of authority table, the threshold for payment approval by an 
acting section chief (OIC) was US$50,000. The audit team noted that three out of nine sampled 
transactions were certified and approved by the OIC, for amounts exceeding the US$50,000 
threshold. One of those was the request mentioned above, related to government procurement, 
for US$237,000.  
 
The Country Office had not adequately assessed the risk of delegating authority to an OIC for 
high value emergency activities, as there were no control mechanisms in place to ensure 
adequate, timely oversight of the OIC role. Other cases were noted where OIC duties were 
delegated to another OIC, further increasing the risk of error, and with potential to cause staff 
workload issues. These emergency activities took place during the COVID-19 pandemic. 
 
The Country Office recognized the need to address this issue and in December 2021 developed 
a learning module on delegation of duties. The weaknesses noted above indicated a need for a 
better oversight in addition to the training and guidance offered.  
  

AGREED ACTIONS  
 
The Country Office agrees to reinforce staff responsibility and accountability for approving and 
certifying cash transfer requests by:  
i. ensuring that Funding and Authorisation Certificate of Expenditure (FACE) forms are 
correctly completed and supported, and approved at the right level;  
ii. establishing additional measures to mitigate OIC-related risks and through regular 
monitoring of the implementation of OIC roles and accountabilities.     
 

Staff Responsible: Finance Assistant, HACT focal point and Deputy Rep. Operations 

Implementation Date: 30 June 2023 
 

 
 

8. Harmonized Approach to Cash Transfers  Medium 
 
Contextual challenges limited full operationalization of the Harmonized Approach to Cash 
Transfers. A better understanding of the local public finance environment and of national laws 
and regulations will inform the best way to implement HACT in Iran, to ensure appropriate 
mitigation of cash transfer-related risks, in line with agreed risk appetite. 
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The Harmonized Approach to Cash Transfers (HACT) 6  is a risk-based framework aimed at 
reducing the transaction costs associated with programme implementation and improving the 
capacity of implementing partners to effectively manage resources.  
 
The framework principles of the Iran 2017–2021 United Nations Development Assistance 
Framework did not include any reference to HACT, as the CPD was signed in 2016 before 
issuance of the relevant HACT guidance. UNICEF had, however, secured government 
commitment by including HACT framework clauses as an addendum to each approved rolling 
workplan signed by the implementing partner and UNICEF Iran. This facilitates access to 
personnel and records and promotes national ownership. However, the HACT clauses refer to 
the need to comply with certain national laws and regulations. 
 
In preparation for the next Country Programme cycle UN Strategic Cooperation Framework, the 
Country Office, in collaboration with other UN agencies present in Iran, recognized the need for 
a better understanding of the implications of the need to respect national laws. While the draft 
CPD for 2023-27 included HACT, improved contextual knowledge will be key to ensure informed 
risk assessment and decision-making processes in relation to the country operations going 
forward.  
 
Against this background and despite the challenging operational context, the Country Office was 
implementing HACT in accordance with the framework and UNICEF’s operating procedures. 
However, as UNDP and UNFPA had opted for direct implementation, the common approach was 
not fully operational. OIAI noted the following: 
 
Macro-assessment: A macro-assessment is an assessment of the public financial management 
(PFM) environment as a basis for determining the operating modality in the country. Although 12 
of 14 implementing partners were government partners, no macro-assessment had been 
conducted during the current country programme cycle. While not a requirement of the HACT 
Framework, such assessments would be particularly valuable for the management of partner risk 
in Iran, given the dependence on government partners and the requirements of the HACT clauses 
noted above. Minutes from the HACT interagency committee meeting of July 2022 indicated that 
a macro-assessment would be conducted in 2023 for the next country programme cycle. 
 
OIAI discussions with a local audit firm that had recently performed an audit of a government 
implementing partner indicated that there was limited or no government oversight of payments 
made using the direct payment modality. As such, the risks related to this payment modality were 
higher than those related to direct cash transfer, which is UNICEF’s recommended modality for 
significant and high-risk partners. It is important that the local context and any legal requirements 
are understood and taken into account when determining the most appropriate cash transfer 
modality. 
  
Micro-assessments: The HACT framework requires that micro-assessments are undertaken for 
implementing partners in receipt of US$100,000 or more from UNICEF in a calendar year, or that 
high risk is assumed. The overall risk rating determined by a micro-assessment is used to 

 
 
6 Harmonized Approach to Cash Transfers (HACT) is an approach used by UNICEF, the United Nations Development 
Programme (UNDP) and the United Nations Population Fund (UNFPA) in working with their implementing partners. Its 
principle is the systematic assessment of the level of risk of working with a given partner, and adjusting the method of 
funding and assurance practices accordingly. The framework includes a number of tools to obtain 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 and special audits (these are not scheduled beforehand; however, are commissioned by the office to 
verify management of emerging risks).   
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determine the appropriate cash transfer modality for a partner and the corresponding assurance 
activities. During the audited period, the Country Office was required to conduct six micro-
assessments. Three had been completed, two were finalised during the audit and one had not 
yet been done. The micro-assessment reports had not been uploaded in UNICEF’s partnership 
management platform ‘eTools’ to ensure monitoring of recommendations. The Country Office 
explained that this was due to staff capacity issues related to the Afghan emergency response 
and the COVID-19 pandemic. 
 
Failure to follow up on recommendations from micro-assessments may limit the Country Office’s 
ability to assess and mitigate any risks of working with a partner and to determine, based on the 
risk rating, which cash transfer modality to use.  
 

AGREED ACTION  
 
In consultation with MENARO and DPAM, the Country Office agrees to monitor the status of 
relevant risks, as a basis for reviewing and defining the extent to which the standard HACT 
Framework can be applied to UNICEF’s activities in Iran and to ensure implementation of 
appropriate mitigation measures for cash transfer-related risks, in line with agreed risk 
appetite.  
 
Staff Responsible: HACT focal point 

Implementation Date: 30 January 2023 
 

 
 

9. Assurance Activities    Medium 
 
When assurance activities are not systematically used to strengthen partners’ risk management 
practices, the level of assurance that funds are being used for their intended purposes is reduced.  
 
Assurance activities are tools that UNICEF uses to verify progress on implementation of agreed 
activities, as well as results reported to UNICEF. HACT assurance activities are risk-based and 
focused on verification of the programme implementation and use of UNICEF resources by the 
implementing partner. In 2021 and 2022, the Country Office developed a HACT assurance 
workplan including audit, spot checks and programmatic visits.  
 
Spot checks: During the period under review, 16 spot checks were conducted, exceeding the 
planned total of 13. Several ineligible expenses were identified with respect to the following: 
expenditure claimed but activities not undertaken; expenditure exceeding the approved budget or 
amount; expenditure not recorded in the correct period on the FACE form; insufficient supporting 
documentation; poor record keeping; ineligible salary cost; lack of segregation of duties; absence 
of competitive procedures for awarding contracts; and lack of written agreement between 
implementing partners and subcontracted parties.  
 
Programmatic visits: Programmatic visits (PVs) provide assurance regarding the status of 
programme implementation compared to the workplan and the reliability of programme results 
reported by implementing partners. The Country Office planned 46 PVs for 2021/22 and carried 
out 56 as at the end of September 2022. In June 2022, the Country Office provided training for all 
staff on PV requirements and introduced a PV template. OIAI reviewed the quality of 14 PV reports 
and noted the following:   
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 Only 9 of 14 had completed PV reports, and all were in Word format, which can be easily 
edited, even after upload in eTools (see below). In the remaining five cases, the Country Office 
uploaded meeting minutes, a letter and a progress report, rather than completed 
programmatic visit reports. 

 In seven cases, the reports did not have clear evidence of verification of the results achieved 
and/or use of resources, thus may not qualify as programmatic visits.  

 In all nine cases, there was no evidence of supervisory review of the report.   
 The Country Office did not conduct in-person field visits due to COVID-19 restrictions; instead, 

meetings with partners were used to discuss programme implementation and were recorded 
as PVs. 

 
Use of e-tools and follow up of assurance recommendations: UNICEF requires offices to use 
a system called eTools to track and follow up assurance activities and micro-assessment 
recommendations. OIAI’s review of assurance-related data in eTools indicated issues related to 
its completeness and use. For example, of the 14 PV reports, recommendations included in three 
reports had not been recorded in eTools for tracking and the follow-up of PVs was not recorded 
in eTools. It was therefore not clear whether the issues identified in the report had been 
addressed. In four reports, the due dates of the recommendations had already passed and 
evidence of follow-up with the partners was not uploaded in eTools. 
 
Monitoring of action points: The assurance activity action points recorded in eTools showed 
action points that were overdue. Discussions with Country Office staff revealed that the 
weaknesses were mainly due to insufficient oversight of activities to review and monitor 
implementation of actions raised by assurance activities. 
 
The audit team was informed that a root cause/gap analysis of weaknesses in assurance activities 
was carried out by a third-party audit firm for all country offices in the MENA region, including Iran. 
The Iran Country Office indicated that it intended to use the findings in this report as a basis for 
implementing corrective actions.   
 

AGREED ACTIONS 
 
The Country Office agrees to: 

i. improve the PV quality assurance process and provide feedback to colleagues to 
reinforce training and ensure that all requirements are met; 

ii. strengthen the oversight and monitoring of all assurance activities, to ensure prompt 
and accurate recording of findings in eTools and timely, effective follow-up of actions, 
both internal and with partners. 
 

Staff Responsible: HACT Focal Point and Planning, Monitoring and Evaluation Officer 

Implementation Date: 1 April 2023 
 
 

10. End-user monitoring of supplies Medium 
 
A more coordinated approach to planning field monitoring visits would ensure that adequate 
checks are performed to confirm delivery of supplies to the intended end-users. 
 
Between 1 January 2021 and 31 August 2022, the Country Office procured supplies amounting 
to US$9 million.  
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During the audited period, the Country Office shipped US$3.1 million worth of programme 
supplies (including health, WASH and education supplies) directly from suppliers to 13 
government implementing partners. Supplies amounting to US$53,000 were dispatched from the 
local UNICEF warehouse to one partner for distribution to end-users. OIAI reviewed documents 
from six partners that received a total of US$3 million worth of supplies. While the Country Office 
received official acknowledgement of receipt of goods from the partners, it did not conduct field 
visits to check whether the supplies had actually been delivered to the end-users. The Country 
Office indicated that this was mainly due to COVID-19-related restrictions.  
 
There was limited coordination between the Country Office’s programme and supply sections in 
relation to the planning and implementation of supply end-user monitoring during field monitoring 
visits. This was a missed opportunity to leverage the expertise of both sides, to strengthen supply 
end-user monitoring and build the capacity of partners to effectively manage and distribute the 
supplies to the intended end-users. The Country Office indicated that, since the relaxation of 
COVID-19 restrictions, it planned to resume in-person field monitoring visits, including ensuring 
that supplies had reached the intended beneficiaries.  
 

AGREED ACTIONS 
 
The Country Office agrees to:  

i. strengthen supply end-user monitoring planning between programme and operations 
sections to ensure adequate coverage of programme supplies delivered to end-users;  

ii. conduct end-user monitoring reviews for supplies delivered by implementing partners.   
 

Staff Responsible: Supply and Programme Sections 

Implementation Date: 30 March 2023 
 

 
 

11. Value Added Tax Medium  
 
Submissions of VAT for reimbursement that do not comply with host government requirements 
could result in rejection of VAT claims and potential loss of resources. Partnering with civil society 
organizations that are not tax exempt may result in the cost of unrecoverable VAT being passed 
on to donors.  
 
UNICEF is entitled to value added tax (VAT) refunds. Since the last quarter of 2021, the Country 
Office faced challenges in recovering VAT, with refunds being received nine months after the 
claim. This resulted in outstanding refunds amounting to US$28,400 as of 29 June 2022. This 
included 2021 VAT claims partially refunded and 2022 VAT claims submitted but not yet refunded. 
  
Some VAT claims had to be resubmitted. The minutes of meetings of the Finance Business 
Operations Strategy working group noted an increase in the number of rejections for all UN 
agencies and the need for a meeting with the host government to seek guidance on how to 
improve the quality of VAT submissions. VAT claims that are not compliant with host government 
requirements may result in rejection of claims and loss of funds. 
 
UNICEF signed programme cooperation agreements (PCA) with two international non-
governmental organizations (INGOs) operating in the country on annual renewable permits. 
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These INGOs are not tax-exempt, which means that they are unable to recover VAT. OIAI noted 
that the Country Office had not sought guidance from the Headquarters Division of Financial and 
Administrative Management on how to record the taxes for programmatic reporting purposes and 
how best to mitigate the risk of unrecoverable VAT being passed on to donors.  
 

AGREED ACTIONS 
 
The Country Office agrees to:  

i. In collaboration with other UN Agencies, obtain guidance from the host government on 
the requirements for VAT recovery to ensure all potential refunds are obtained; 

ii. Seek guidance from DFAM as to how to treat unrecoverable VAT incurred by partners 
that are not tax-exempt. 
 

Staff Responsible: Finance working group and HACT Focal Point 

Implementation Date: 30 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 
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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