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AUDIT REPORT
Audit of procurement activities in UNSOA

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of local procurement by the
United Nations Support Office for the African Union Mission in Somalia (UNSOA) in support of the
African Union Mission in Somalia (AMISOM).

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations, and rules.

3. The Security Council resolution 1863 requested the Secretary-General to provide a United
Nations logistical support package to AMISOM to enable it to conduct peacekeeping operations. A
Memorandum of Understanding was signed between the United Nations and the African Union on 12
July 2009 for the provision of logistical support to AMISOM through UNSOA. UNSOA has been
delegated the authority for procurement of core requirements up to $1 million. Core requirements are
essential goods and services that lend themselves to local procurement and are not available through
United Nations Headquarters systems contracts.

4. During the period from 1 July 2009 to 30 April 2011, UNSOA had 36 locally awarded contracts
valued at $64 million and processed 400 purchase orders valued at $52 million. The Procurement Section
had 12 staff members.

5. Comments provided by UNSOA are incorporated in italics.

II. OBJECTIVE AND SCOPE

6. The audit of procurement activities in UNSOA was conducted to assess the adequacy and
effectiveness of UNSOA governance, risk management and control processes in providing reasonable
assurance regarding the effective management of procurement activities.

7. The audit was included in the 2011 OIOS risk-based work plan due to the need for timely
procurement of goods and services to AMISOM, as well as vulnerability of the procurement process to
fraud.

8. The key controls tested for the audit were: (a) risk management and strategic planning; (b) project
management; and (c) regulatory framework. For the purpose of this audit, OIOS defined these key
controls as follows:

(a) Risk management and strategic planning - controls that provide reasonable assurance
that risks and opportunities relating to the planning and implementation of procurement activities
are identified and assessed, and that action is taken to mitigate risks and seize opportunities.

(b) Project management - controls that provide reasonable assurance that UNSOA has
sufficient and competent human resources to manage its procurement activities efficiently and
effectively.



(©) Regulatory framework - controls that provide reasonable assurance that procurement
activities are in compliance with the United Nations Procurement Manual, United Nations
Financial Regulations and Rules and other policies and procedures established by UNSOA
management.

9. OIOS conducted this audit from May to July 2011. The audit covered the period from 1 July 2009
to 30 April 2011. A sample of 9 of 36 locally awarded contracts and 20 of 400 purchase orders valued at
$32.2 million and $1.1 million respectively were selected for review.

10. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to assess their effectiveness.

III. AUDIT RESULTS

11. UNSOA governance, risk management and control processes examined were assessed as
partially satisfactory in providing reasonable assurance regarding the effective management of
procurement activities. OIOS made three recommendations to address issues identified in the audit.
UNSOA has discontinued the use of individual contractors to carry out core procurement activities and
was in the process of strengthening its permanent procurement capacity and establishing procedures to
ensure compliance with its delegation of authority. Action to periodically review and update acquisition
plans to ensure cost-effective purchasing was completed.

12. The initial overall rating of partially satisfactory was based on the assessment of key controls
presented in Table 1 below. The final overall rating is partially satisfactory as implementation of one

important recommendation remains in progress.

Table 1: Assessment of key controls

Key controls Control objectives
Efficient and | Accurate Safeguarding | Compliance
effective financial and | of assets with
operations operational mandates,
reporting regulations
and rules
Effective (a) Risk Partially Partially Partially Partially
management of management and satisfactory satisfactory satisfactory satisfactory
procurement strategic planning
activities (b) Regulatory Partially Partially Partially Partially
framework satisfactory satisfactory satisfactory satisfactory
(c) Project Partially Partially Partially Partially
management satisfactory satisfactory satisfactory satisfactory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY




A. Risk management and strategic planning

Acquisition planning

13. During the fiscal year 2010/11 AMISOM operations expanded. Troops increased in numbers and
support requirements changed significantly. However, revised purchasing needs and hence acquisition
plans were not up-dated. As a result, the Procurement Section could not do advanced planning, and
simply reacted to requisitions raised by self-accounting units, impacting on the competiveness of the
procurement process. For example, various sections raised 115 requisitions totaling $13 million in the
month of June 2011 compared to an average of 44 requisitions at about $12 million per month in the
previous 11 months. This increased workload was difficult to deal with, and there was no prioritized
purchasing of requirements. UNSOA advised that monitoring and up-dating of plans due to the expansion
of AMISOM could not be formally analyzed and documented due to the lack of staff. Additional posts
have been approved in the 2011/12 budget, and UNSOA has the capacity to better manage acquisition
plans.

(1) UNSOA should periodically review and up-date its acquisition plans to improve
procurement planning and to ensure cost effective purchasing. Self-accounting units also
need to properly plan to ensure that requisitions are submitted to the Procurement Section
in a timely manner.

UNSOA accepted recommendation 1 and stated that it has implemented for the 2011/12 budget
cycle a comprehensive integrated procurement plan, which is up-dated on a quarterly basis or as
and when required. With the current change in the UNSOA mandate reflecting an increase in
troops, the acquisition plan is currently being revised to reflect the increase in requirements. OlOS
has reviewed the acquisition plans for the periods 1 July to 30 September 2011 and 1 January to 31
March 2012 and is satisfied with the action taken by UNSOA. Recommendation 1 has been closed.

B. Regulatory framework

Delegation of authority

14. Delegation of procurement authority was in place for the UNSOA Director and the Officer-in-
Charge of the Procurement Section. A Local Committee on Contracts and a Tender Opening Committee
were also in place. However, UNSOA did not comply with the delegation of authority, as follows:

e Prior to receipt of a Local Procurement Authority (LPA) in June 2011, in November 2009
UNSOA entered into a one year contract for air medical services with a Not-to-Exceed amount of
$991,933. The contract was extended, and had a cumulative cost of $4.7 million by April 2011.
This contract was not presented to the Headquarters Committee on Contracts (HCC) for review
prior to the contract award. As of January 2012, the post-facto approval for the initial contract
award and subsequent extension was still pending with the HCC. Evaluation of offers received
for a new contract for air medical services was ongoing.

e UNSOA independently procured air chartering services, which are normally procured by the
Headquarters Procurement Division (PD) in consultation with the Department of Field Support
(DFS). In July 2009, UNSOA undertook an evaluation of air transport service providers in the
region and contracted two vendors. As of April 2011, the cost of air transport services was $4.5
million, and on 12 May 2011, the Local Committee on Contracts recommended to extend the



current contracts with a Not-to-Exceed amount of $6.3 million, subject to the approval of PD.
UNSOA subsequently requested a LPA from PD which was still pending as of 31 January 2012.

Written contracts

15. During the fiscal year 2010/11 UNSOA incurred expenditures estimated at $5 million for hospital
bills in Kenya for injured AMISOM soldiers. OIOS acknowledges that UNSOA may have been dealing
with emergency situations. Nevertheless, written contracts should have been entered into with hospitals in
the region prior to using services. The lack of compliance in procuring services renders procurement
actions ineffective in ensuring best value for money.

(2) UNSOA should ensure compliance with the United Nations Procurement Manual by
establishing contracts in a timely manner and initiating procurement actions only after
receipt of a Local Procurement Authority, where necessary.

UNSOA accepted recommendation 2 and stated that it has implemented a system to track
contracts, and will ensure compliance with the United Nations Procurement Manual and that
procurement actions are initiated after receipt of the LPA, whenever applicable. In addition, the
Mission has established contracts with local hospitals. Recommendation 2 remains open pending
verification of procedures established to ensure that procurement actions are initiated only after
receipt of a LPA, where applicable, and that contracts are established in a timely manner.

C. Project management

Capacity

16. The Procurement Section had 10 authorized posts, nine of which were encumbered. The
Procurement Section was managed by an Officer-in-Charge, as the Chief Procurement Officer post had
been vacant since August 2010. To augment the staffing level of the Section, three individual contractors
were hired on three-month temporary contracts. However, due to the learning curve involved in
understanding the United Nations systems and procedures as confirmed by UNSOA, the continual hiring
and re-hiring of temporary staff was not effective, and the following functions were not performed
effectively:

e Monitoring of purchase orders to ensure the timely delivery of goods and services.
e Closing and canceling outstanding and partially-delivered purchase requisitions.
e Registering of vendors and reporting on vendors’ performance.

(3) UNSOA should discontinue the use of individual contractors to carry out procurement
activities. Recruitment should be initiated for all authorized posts.

UNSOA accepted recommendation 3 and stated that three additional posts have been approved in
the 2011/12 budget for the Procurement Section. Offers have been made and accepted for the
vacant FS-6 and CPO posts. However, whereas UNSOA accepts that there may be accountability
concerns with individual contractors being directly involved in the procurement process, they can
be used for other activities not directly related to the procurement process such as filing, archiving
and reporting functions during surge periods. Based on the action taken, recommendation 3 has
been closed.




Mandatory training

17. All staff members involved in procurement activities are required to complete the following
mandatory training modules: (i) fundamentals of procurement; (ii) overview of the United Nations
Procurement Manual; (iii) best value for money; and (iv) ethics and integrity in procurement. At the time
of the audit, only four of 12 staff members / individual contractors had completed the required training
courses. UNSOA confirmed and OIOS verified that all procurement staff members have now completed
the four mandatory courses.

IV. ACKNOWLEDGEMENT

18. OIOS wishes to express its appreciation to the Management and staff of UNSOA for the
assistance and cooperation extended to the auditors during this assignment.
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Ms. Fatoumata Ndiaye, Difector
Internal Audit Division, OlOS
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