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Acronyms and abbreviations 

 
CAC Cities Alliance Cluster  

IAASB International Auditing and Assurance Standards Board 

IAIG Internal Audit and Investigations Group 

IP Implementing Partner 

IPSAS International Public Sector Accounting Standards 

NGO Non-Governmental Organisation 

OC Operations Centre 

PC Project Centre 

RO Regional Office 

SOP Standard Operating Procedures  

UNDP United Nations Development Programme 

UNFPA United Nations Population Fund 

UNICEF United Nations Children's Fund 

UNOPS United Nations Office for Project Services 

US$ United States Dollars 

WFP World Food Programme 
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Executive summary 

The engagement context 

The Internal Audit and Investigations Group (IAIG) of the United Nations Office for Project Services 
(UNOPS), through BDO LLP (“the audit firm”), conducted an audit of the project ‘Partnership - Cities 
Alliance’ (“the project”) (oneUNOPS project ID 11934-001), which is implemented and managed by UNOPS 
Cities Alliance Cluster (CAC). The audit firm was under the general supervision by IAIG in conformance 
with the International Standards for the Professional Practice of Internal Auditing. 
 
The project reported expenditure amounting to US$ 4,587,174 during the period from 1 January 2020 to 31 
December 2021. 

Audit objectives 

The overall objective of the audit was to assess the management of the project operations to obtain 
reasonable assurance towards the achievement of the project objectives.  

The areas of focus included:  

a) Effective, efficient and economical use of resources;  

b) Reliability of reporting; 

c) Safeguarding of assets; and  

d) Compliance with applicable legislation. 

The purpose of the audit was to provide reasonable assurance that: 

a) Client/donor contributions and project expenditure are properly accounted for; 

b) Project expenditure was incurred in accordance with the contribution agreement, and is 
supported by adequate documentation; and 

c) The related financial statements prepared by UNOPS for the year under review present a fair 
view of the operations. 

In particular, the audit firm provided an overall assessment of the operational and internal control systems 
that are in place for the management of the project so that related transactions are processed in accordance 
with UNOPS policies and procedures to achieve the project’s objectives. 

Audit scope 

The audit firm conducted the audit in accordance with International Standards on Auditing issued by the 
IAASB and UNOPS internal audit practices, and in consideration of the requirements of International Public 
Sector Accounting Standards (IPSAS).  

Audit rating  

Based on the audit report and corresponding management letter submitted by the audit firm, IAIG assessed 
the management of the project as satisfactory, which means, “The assessed governance arrangements, 
risk management practices and controls were adequately established and functioning well. Issues identified 
by the audit, if any, are unlikely to affect the achievement of the objectives of the audited entity/area”. The 
details of the audit results are presented in Tables 1 and 2. 
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Table 1: Summary results of the financial audit 

Project title Period Project no. 

Partnership - Cities Alliance 
1 January 2020 to 31 
December 2021 

11934-001 

Financial statement Statement of non-expendable property 

Amount US$ Opinion Amount US$ Opinion 

4,587,174 Unmodified 665 Unmodified 

Table 2: Internal control rating summary for project 

Rating summary by functional area 

Functional area Rating 

Project management Satisfactory  

Finance Partially satisfactory  

Procurement and supply chain Satisfactory  

Human resources  Satisfactory  

General administration Satisfactory  

Overall rating of internal control Satisfactory   

Key issues and recommendations   

The audit raised three issues. There are three recommendations, all of which are ranked medium priority, 
meaning “Action is considered necessary to avoid exposure to significant risks (that is, where failure to take 
action could result in significant consequences).” 
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Below is a list of the audit findings, further details of which can be found in the detailed assessment section.  
 

No. Functional area Audit finding title Priority rating 
(high / medium) 

Financial 
impact (US$) 

1 Project 
management 

Late submission of reports to 
donors 

Medium - 

2 Finance Cut-off error – expenditure reported 
in incorrect period 

Medium 4,928 

3 Finance Insufficient monitoring of 
expenditure for grants up to 
$50,000 

Medium - 

Total 4,928 

Management’s comments  

The Head of Finance of Cities Alliance accepted all recommendations.  
 
 
 
 
 
Signed: 
 

 
 
Robert Waters 
Partner 
BDO LLP 
 
20 October 2022 
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Operational overview  

The Cities Alliance is a global partnership for urban poverty reduction, promoting and strengthening the role 
of cities in sustainable development, bringing together key actors including national governments, bilateral 
donors, multilateral organisations, associations of cities and Non-Governmental Organisations (NGOs). 
Members of the partnership provide strategic direction, contribute to the financing of the fund, and engage 
in advocacy and operational activities to realize sustainable development. 

Since September 2013, Cities Alliance has been hosted by UNOPS. UNOPS acts as the trustee and 
administrator of Cities Alliance funds in accordance with the agreed Standard Operating Procedures (SOP) 
and UNOPS Financial Rules and Regulations, including those relating to internal and external audits. Cities 
Alliance Secretariat is based in Brussels, Belgium. 

The partnership manages a Core Fund, which is a pool of resources that can be used for any activity falling 
within the work programme approved by the Board.  The expenditure of the core fund falls under this project 
code. 

The audit team extends its appreciation to the management and staff members of the Cities Alliance project 
team in Brussels for their full cooperation during the audit.  
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Detailed assessment 

1. Title:  Late submission of reports to donors 

Functional area: Project management  

Comparison 
criteria: 

Section 63 Reporting of the Cities Alliance programme Standard Operating 
Procedures (SOPs) states that: 

“The Secretariat will provide the Donors with:  

● Annual result-based narrative reports [the “Annual Report”] by 31 March 
following the end of each calendar year.  

UNOPS will provide the Donors with:   

● Semi-annual interim financial statements as of 30 June and 31 December 
within one month of the end of each reporting period;   

● Annual certified financial statements as of 31 December by 30 June of the 
following calendar year;   

● Certified final financial statements will be provided no later than 31 July of 
the calendar year following the year during which activities funded by the 
Contribution are operationally completed.” 

Priority: Medium 

Cause: Guidelines Inadequate or lack of supervision by supervisors 

Responsible 
manager: 

Head of Strategy and Results & Head of Finance 

Due date: 31 December 2022 

Financial impact: - 

Facts / 
observation:  

We noted that financial and narrative reports were not always submitted in line 
with the deadlines stipulated in the Cities Alliance SOPs and donor agreements, 
as shown in the table below: 

Reporting period Due date Submission 
date 

Delay 
(days) 

Core - Annual certified financial 
statements as of 31 December 2020 
and Budget v Actual 

30/06/2021 23/08/2021 54 

Core - annual narrative report 2020 31/03/2021 16/04/2021 16 

Core - annual narrative report 2021 31/03/2022 13/04/2022 13 
 

Impact: Non-compliance with the SOPs and donor contribution agreements. 

Recommendation: Management should ensure they submit all requested reports as per the 
timeframes stipulated in the Cities Alliance SOPs and the contribution agreements 
for each donor.   
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Where delays are expected, these should be formally agreed with the donor in 
writing in advance of the submission date. 

Management reply 
and action plan: 

Accepted. The reporting deadlines have already been entered for all projects in 
the UNOPS ERP – Project Module, which will enable automatic tracking and 
monitoring. 

 
 

2. Title:  Cut-off error – expenditure reported in incorrect period 

Functional area: Finance 

Comparison 
criteria: 

UNOPS Executive Office Directive Ref. EOD.ED.2017.04 “Financial Regulations 
and Rules” Regulation 23.01 states: “Financial statements shall comply with 
accounting policies which shall prescribe accrual-based accounting in accordance 
with IPSAS”.  

Under the definition of “Accrual” Regulation 1.02 states “The transactions and 
events are recorded in the accounting records and recognized in the financial 
statements of the periods to which they relate”.  

Priority: Medium 

Cause: Guidance Inadequate or lack of supervision by supervisors 

Responsible 
manager: 

Head of Finance  

Due date: 31 December 2022 

Financial impact: 2020 expenditure is overstated by US$ 4,928 

Facts / 
observation:  

We noted that the following transaction was recorded in the wrong financial period.  

Voucher 
number  

Account name Vendor name Date  Amount 
(INR) 

Amount 
(US$) 

100194251 Travel Tickets-
International 

 
 

9 June 
2020 

373,315 4,928 

The expenditure related to flights and visa costs for core activities of Cities Alliance 
and was paid in June 2020, however, the costs were incurred in 2017 and 2018 
as evidenced by the invoices, which were issued in 2017 and 2018.  

As this expense related to previous periods, it should have been reported as 
expenditure in the 2017 and 2018 financial statements. 

Impact: Overstatement of 2020 expenditure in the financial statements 

Recommendation: We recommend that management perform year-end completeness checks for 
unrecorded invoices, open purchase orders, and received goods and services to 
ensure that expenditure is recorded in the correct reporting period. 

Management reply 
and action plan: 

Noted and review of pending commitments and open receipts will be carried out 
at Year-end. 
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3. Title:  Insufficient monitoring of expenditure for grants up to $50,000 

Functional area: Finance   

Comparison 
criteria: 

Article 107 of Cities Alliance: Standard Operating Procedures states “Reporting. 
As agreed through the grant agreement in any of the appropriate modalities, the 
recipient submits—if not otherwise specified—narrative progress and interim 
unaudited financial reports on a six-month basis. The CA TM, in consultation with 
the CA fiduciary team members, reviews the progress and financial reports to 
determine whether the implementation arrangements—including those covering 
financial management, procurement and safeguards—remain satisfactory and 
whether the recipient needs to implement any follow-up actions, including a 
timeline for their implementation.” 

Priority: Medium 

Cause: Guidelines Lack of or inadequate RO/OC/PC policies or 
procedures 

Responsible 
manager: 

Head of Portfolio and Operations  

Due date: 31 December 2022 

Financial impact: - 

Facts / 
observation:  

UNOPS issues grants to other organisations to implement the Cities Alliance 
programme. We found that there is no requirement for grants of up to US$ 50,000, 
defined as ‘small’ grants, to be audited. We also noted that the Cities Alliance 
project team does not perform a verification of the expenditure reported by the 
grantees to the underlying supporting documents. This means that the 
expenditure for ‘small’ grants is not subject to any verification and the only control 
over the use of funds is the general oversight and monitoring of the execution of 
project activities performed by the Cities Alliance project team.  

Impact: There is a risk that the unaudited reported expenditure is misstated, has not been 
incurred, or did not represent best value for the project. 

Recommendation: We recommend that a policy is updated so that expenditure reported by ‘small’ 
grant recipients is either audited externally or verified by qualified Cities Alliance 
staff using an established methodology. 

Management reply 
and action plan: 

Noted and accepted. While maintaining the audit exemption threshold for small 
grants, the grant management guidelines will be updated to include the verification 
requirement with detail of methodology and frequency of verification. The 
verification will be carried out by CA finance personnel in charge of the fiduciary 
aspects of grants. The same info will be included in the upcoming grant 
management refresher sessions. 
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Annex I - Definitions 

Standard audit ratings for overall performance of internal control system 

Effective 1 January 2017, the internal audit services of UNDP, UNFPA, UNICEF, UNOPS and WFP adopted 
harmonized audit rating definitions, as described below. IAIG assesses the entity under review as a whole 
as well as the specific audit areas within the audited entity:   

(a) satisfactory (effective),  

(b) partially satisfactory (some improvement needed),  

(c) partially satisfactory (major improvement needed), and 

(c) unsatisfactory (ineffective). 

The elements of the rating system take into account the audited office’s internal control system, risk 
management practices, and their impact on the achievement of office objectives. 

The definitions of the ratings are, as follows: 

Standard rating Definition 

Satisfactory  

(effective) 

The assessed governance arrangements, risk management 
practices and controls were adequately established and functioning 
well. Issues identified by the audit, if any, are unlikely to affect the 
achievement of the objectives of the audited entity/area. 

Partially satisfactory  

(some improvement needed) 

The assessed governance arrangements, risk management 
practices and controls were generally established and functioning, 
but need some improvement. Issues identified by the audit do not 
significantly affect the achievement of the objectives of the audited 
entity/area. 

Partially satisfactory  

(major improvement needed) 

The assessed governance arrangements, risk management 
practices and controls were established and functioning, but need 
major improvement. Issues identified by the audit could significantly 
affect the achievement of the objectives of the audited entity/area. 

Unsatisfactory  

(ineffective) 

The assessed governance arrangements, risk management 
practices and controls were either not adequately established or not 
functioning well. Issues identified by the audit could seriously 
compromise the achievement of the objectives of the audited entity. 

 
  



 
INTERNAL AUDIT AND INVESTIGATIONS GROUP  

UNOPS Internal Audit and Investigations Group 
Internal audit report 
Partnership - Cities Alliance, 11934-001, Belgium 
1 January 2020 to 31 December 2021 12 

 

Categories for priorities of audit recommendations 

The audit observations are categorized according to the priority of the audit recommendations and the 
possible causes of the issues. The categorized audit observation provides a basis by which the UNOPS 
country office management is to address the issues. 

The following categories of priorities are used: 

Categories Definition 

High Prompt action is considered imperative to ensure that UNOPS is not exposed 
to high risks (that is, where failure to take action could result in critical or major 
consequences for the organization). 

Medium Action is considered necessary to avoid exposure to significant risks (that is, 
where failure to take action could result in significant consequences). 

Low Action is considered desirable and should result in enhanced control or better 
value for money.  

 
Possible causes  

The following categories of possible causes are used: 
 

• Guidelines: absence of written procedures to guide staff in performing their functions; 

o Lack of or inadequate corporate policies or procedures 

o Lack of or inadequate RO/OC/PC policies or procedures 

o Inadequate planning 

o Inadequate risk management processes 

o Inadequate management structure 

• Guidance: inadequate or lack of supervision by supervisors; 

o Lack of or inadequate guidance or supervision at the RO/OC/PC level 

o Inadequate oversight by Headquarters  

• Resources: insufficient resources (funds, skill, staff) to carry out an activity or function; 

o Lack of or insufficient resources (financial, human, or technical resources) 

o Inadequate training 

• Human error: Un-intentional mistakes committed by staff entrusted to perform assigned functions;  

• Intentional: intentional overriding of internal controls; 

• Other: Factors beyond the control of UNOPS. 

 




