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Overall results relating to the effective
management of local procurement of goods
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assessed as partially satisfactory.
Implementation of six important
recommendations remains in progress.
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AUDIT REPORT

Audit of local procurement of goods and services ithe United Nations
Operation in Cote d'lvoire

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOShdocted an audit of local procurement of
goods and services in the United Nations Operati@dte d'lvoire (UNOCI).

2. In accordance with its mandate, OIOS provides as®er and advice on the adequacy and
effectiveness of the United Nations internal cdrggstem, the primary objectives of which are tewrs:

(a) efficient and effective operations; (b) accertancial and operational reporting; (c) safedusay of
assets; and (d) compliance with mandates, regonkaaad rules.

3. The UNOCI Procurement Section was responsible Hier gurchase and rental of goods and
services and was governed by the United NationsuPemnent Manual. The Section was headed by a
Chief Procurement Officer at the P-4 level who régab to the Chief of Administrative Services. The
Section had 18 authorized posts including nineratiional posts, eight national posts, and oneddnit
Nations volunteer. During the period 1 July 20 Bt December 2012, UNOCI processed and approved
1,172 purchase orders, excluding system contreaiised at $91 million.

4, Comments provided by UNOCI are incorporated iridsal

.  OBJECTIVE AND SCOPE

5. The audit was conducted to assess the adequacgfiutiveness of UNOCI governance, risk
management and control processes in providing nedd® assurance regarding thedfective
management of local procurement of goods and serés in UNOCI.

6. The audit was included in the OIOS 2013 risk-basedk plan due to operational and financial
risks relating to the procurement process, andctitecality of effective procurement of goods and
services for the implementation of UNOCI mandate.

7. The key control tested for the audit was regulatoaynework. For the purpose of this audit,
OIOS defined regulatory framework as controls thatvide reasonable assurance that policies and
procedures: (i) exist to guide the management oéll@rocurement of goods and services; (i) are
implemented consistently; and (iii) ensure theatslity and integrity of financial and operational
information.

8. The key control was assessed for the control diggscshown in Table 1.

9. OIOS conducted this audit from January to April 20The audit covered the period from 1 July
2011 to 31 December 2012.

10. OIOS conducted an activity-level risk assessmendle¢atify and assess specific risk exposures,
and to confirm the relevance of the selected kemtrots in mitigating associated risks. Through
interviews, analytical reviews and tests of costr@lOS assessed the existence and adequacy rmointe
controls and conducted necessary tests to detetheiecsffectiveness.



lll.  AUDIT RESULTS

11. The UNOCI governance, risk management and contratgsses examined were assessed as
partially satisfactory in providing reasonable assurance regardingeffective management of local
procurement of goods and services in UNOCIOIOS made six recommendations to address issues
identified. UNOCI had effective controls to enswempliance with the delegation of procurement
authority. However, there was a need to: (a) im@rthe vendor registration process; (b) provide
additional training to those staff involved in thi@curement process; (C) review the procuremertga®

of the cleaning services contract; (d) ensure @inahdequate procurement filing system was esta&loljsh
(e) ensure adequate segregation of duties werelace;pand (f) systematically complete vendor
performance evaluations.

12. The initial overall rating was based on the assessrof the key control presented in Table 1
below. The final overall rating ispartially satisfactory as implementation of six important
recommendations remains in progress.

Table 1 Assessment of key controls

Control objectives
Compliance
; -~ Efficient and _Accurate . wFi)th
Business objective Key control . financial and | Safeguarding
effective : mandates,
' operational of assets .
operations . regulations
reporting
and rules
Effective management | Regulatory Partially Partially Partially Partially
of local procurement | framework satisfactory satisfactory satisfactory satisfactory
of goods and services
in UNOCI

FINAL OVERALL RATING: PARTIALLY SATISFACTORY

Regulatory framework

Controls over delegation of procurement authoriéyevsatisfactory

13. A review of 117 of the 1,172 purchase orders eyt for local procurement of goods and
services, valued at $47.5 million, indicated thabcprement staff complied with their respective
delegations of procurement authority. Moreover, B# cases that required review by the Local
Committee on Contracts were presented as required.

The vendor registration process needed to improve

14. A review of the UNOCI vendor database and regfigtn process identified a number of
weaknesses in the vendor registration process. GK¥)ted a sample of 528 vendors for review, and
only 39 vendor registration files were availabléN@CI could not locate the remaining 489 registratio
files. A review of the 39 files indicated that thawas insufficient information to determine whettierse
vendors met the required criteria for registratidimis was due to missing registration documents
including copies of signed vendor registration agions, reference letters, certificates of incogtion
and details of financial capabilities. The poorisagtion process resulted as the Procurementd®ediil

not allocate sufficient resources to this function.



15. Effective 1 July 2013, due to the implementatidnJonoja, all vendor registration was being
done and monitored by Headquarters. While this lshoaprove the registration process, UNOCI still
needed to perform significant work to cleanse itsent vendor data, and ensure that there was atiequ
documentation to support the creditability of versdalready registered. This needed to be donerasfpa
the transitional process to Umoja.

(1) UNOCI should, as part of the transitional processd Umoja, conduct a review to ensure
that all registered vendors are supported by the rguired vendor registration documents.

UNOCI accepted recommendation 1 and stated that it had created an Umoja team, which issued
guidelines to facilitate data cleansing and vendor registration to conform to Umoja requirements.
Recommendation 1 remains open pending receiptideree that UNOCI has cleansed its vendor
data and obtained adequate supporting documenfatioagistered vendors.

Staff involved in the procurement process needdfidutraining

16. At the time of the audit, only four of 17 procuremstaff had completed the mandatory training,
with the remaining staff only completing parts loé required mandatory courses.

17. Due to inadequate training, OIOS identified weakessn the: (i) preparation and use of Source
Selection Plans; (i) solicitation process; ani (fianagement and treatment of bids, as indicatémirb

(a) Source Selection Plans were not effectivelizat

18. UNOCI did not effectively utilize Source Selectidgflans, which was a quality assurance
document to describe the critical components of dhquisition process and to justify procurement
decisions that achieved the best value for moniegipie.

19. A review of 36 of the 180 formal solicitationssigd during the period indicated that the
Procurement Section had not prepared Source SwleBlans in 26 (72 per cent) cases totaling $3.1
million. For those Source Selection Plans that weepared, although the ‘risk of supply’ was ingdd

as a factor that needed to be considered, ther meeproposed actions to mitigate this identifisé.r

(b) The solicitation process needed to be improved

20. A review of 65 procurement cases indicated thatRrocurement Section was soliciting vendors
that were not registered to supply those goodapbregistered under the required commodity code. F
example: (a) 13 vendors, with no commodity codgsstered in Mercury were solicited and subsequently
awarded contracts totaling $1.2 million; and (b)d®@ of 79 invited vendors did not participate auif
solicitations because the solicited goods weramtteir product range. Moreover, a review of mpke

of 29 requests for quotation indicated that seviethem were sole-sourced, and for two of them there
was no approved written justification for selectangendor on a sole-source basis. The Mission mqula
that it wanted to expand the pool of invited versdoegardless of their registered commodity cottes,
ensure effective competition.

21. Additionally from a sample of 26 solicitationbetProcurement Section accepted, contrary to the
Procurement Manual, a requisitioner’'s recommendatioinclude a vendor on the list of the invitees f
four solicitations without a written declarationaththere was no conflict of interest with the pregd
vendor. The vendor was subsequently awarded $49%¢or&he procurement of spares and other related
items for information and communication technolaguipment. The lack of required declaration was
attributed to an oversight by both the requisitiosred the Procurement Section.



(c) Controls over the management and treatmebidgsfneeded strengthening

22. There were inadequate procedures over the Téngening Committee process, as members did
not have sufficient knowledge of the procedures.dx@ample: (i) seven vendors whose submissions were
opened late, were awarded contracts totaling al$i042,000; (ii) the dedicated fax machine usedHer
receipt of bids was located in the Tender OpeniogQittee Secretary’s office which was accessible to
Mission personnel; and (iii) facsimile and electoosubmissions were folded and stapled contrathé¢o
Procurement Manual which required submissions tglbeed in a sealed envelope and date and time
stamped.

(d) Acquisition plans were established but ndtrogally used to achieve Best Value for Money

23. The Procurement Manual required requisitionersrépgre acquisition plans and coordinate with
the Procurement Section to optimize the acquisibibgoods and services. Further, requisitionersilsho
to the extent possible, avoid last minute requisgi especially at the end of the budgetary petgod
ensure a transparent, efficient and timely procer@mrocess and Best Value for Money.

24, UNOCI requistioners prepared and submitted to tltoeed®ement Section their acquisition plans
for the years 2011/12 and 2012/13. However, theclement Section and requisitioners did not
optimally use these plans. For example, out of $&iillion of goods and services procured in 2011/12
$12.6 million of unbudgeted items were procuredirduithe last month of 2011/12 resulting in last
minute requisitions being processed. This was aontto the Procurement Manual as last minute
procurement may not result in Best Value for Monggditionally, three cost centers raised requistio
totaling $7.5 million (an average of 40 per centtadir annual total) during the last month of 2a21/
This resulted as requistioners had not been prdvidkequate guidance and training to ensure thgt the
properly planned their procurement requirementsafmyuisition planning purposes. The processing of
procurement actions to meet unrealistic deadlireesulted in an unmitigated risk of an ineffective
procurement process.

25. Moreover, a sample of 131 out of 1,306 requisitig®wed that the initial values of 11
requisitions were increased by about 24 per ceatadinaccurate cost estimations. These increasssdr
the values of four of the 11 requisitions beyonel $40,000 threshold that previously qualified tHem
an informal solicitation. The Procurement Sectioovimled additional guidance to requisitioners ois th
to ensure that estimates were based on accuraketoata.

(2) UNOCI should provide additional training to procurement staff, requisitioners and
members of the Tender Opening Committee to ensurehat procurement activities are
conducted as required by the Procurement Manual.

UNOCI accepted recommendation 2 and stated that the Procurement Section would coordinate with
the Integrated Mission Training Center to develop additional training for procurement staff,
requisitioners and members of the Tender Opening Committee. Recommendation 2 remains open
pending receipt of evidence that a training prognams in place to adequately train those staff
involved in the procurement process.

The award of a cleaning services contract wasrapsparent

26. Financial Rule 105.15(b) stipulated that a procweimcontract established in response to a
request for proposal should be awarded to thefipchbidder whose proposal, all factors considevess

the most responsive to the requirements set forttihé solicitation. Further, the Procurement Manual
stated that solicitation documents should inclutlecigteria that would be used to evaluate vendors’



proposals, and should remain unchanged througheuirbcurement process. The same criteria should be
used to evaluate all vendors’ proposals.

27. The technical evaluation of two technically cleareeindors’ proposals in response to a
solicitation for the provision of cleaning and gnoumaintenance services in Abidjan and the seotas,
flawed. One of the criteria used to award the @mttwas not prescribed in the solicitation document
sent to vendors and favored the winning biddertraoynto Section 9.38 of the Procurement Manual. In
addition, the integrity of the evaluation processsweompromised as a procurement officer was paat of
three-person team that conducted site visits tavloetechnically qualified bidders to physicallyspect
their equipment. To ensure clear segregation ofeslutthe Procurement Manual stipulated that
procurement officers should not be part of the hédi evaluation team.

28. Although the request for proposal indicated thatcontract would be awarded to the vendor with
the overall lowest cost technically compliant prego the contract was awarded to the highest cost
technically compliant proposal. The contract watially awarded to the vendor with the higher quote
(Vendor A) at an initial cost of CFA 410,625,077 %9,500) for one year. This cost was 84 per cent
higher than the bid of the second technically dieali vendor (Vendor B) whose value was CFA
223,165,800 ($434,500). Further, the Chief of MissiSupport approved negotiations with the
recommended winning bidder prior to its submisstonthe Local Committee on Contracts. This
contravened Section 11.33.1 of the Procurement Blanbich stipulated that negotiations with vendors
after submission openings shall be subject to resendations by the Committee of Contracts. The
Procurement Section entered into negotiations thighwinning bidder and was successful in redudieg t
offer by $191,180 to $608,320 for one year of sarvirhis was still $173,800 higher than the propoka
the other technically qualified vendor, who wasagcluded from the negotiations.

29. UNOCI issued a one-year contract with the optionextend it for an additional period but
advised that the contract would not be extendedl@g@rocurement exercise would be subject to ia.reb

(3) UNOCI should review the process, and take approprig action, for the award of the
contract to a vendor for the provision of cleaningand ground maintenance services that
(a) was based on criteria not included in the soli@tion; and (b) was considerably more
expensive than the other technically compliant offe

UNOCI stated that while it did not agree that the contract was based on criteria not included in the

solicitation, it was concerned about the higher cost of Vendor A; therefore, it had issued a request

for proposal for a new contract. Recommendation 3 remains open pending OIOS watidin of the
new procurement process for cleaning services.

Procurement case files were incomplete and imphppeganized

30. Sixty-two of 65 procurement case files reviewed dat contain one or more of the required

minimum documents, including the Source Selectitam Pstatement of award, notice of award, regret
letters, vendor’s signed acceptance of award, teahmnd commercial evaluations and sole source
justification memorandum. Procurement documentsewsst filed in a consistent manner, and staff
members did not accurately complete the checkliptemented in 2012 for locating documents included
in procurement files. This impeded the clarity ofiens taken in the award of some contracts, ansl wa
attributed to the lack of supervisory review of thhecurement case files.

(4) UNOCI should improve the maintenance of procurementase files in compliance with the
Procurement Manual.




UNOCI accepted recommendation 4 and stated that it had established a new filing system, which
would be completed by 30 June 2014. Recommendation 4 remains open pending receitidence
that the new filing system has been completed sufdly operational.

Inadequate segregation of duties

31. In the Mercury system, some staff were able tfope incompatible functions including adding,
registering, deleting, approving, re-registeringspgending and rejecting vendors. A procurement team
leader had access to edit all procurement tramsecin Mercury, and a non-procurement staff hagssc

to the system as an administrator, requisitiondrkaryer. In addition, a former procurement staffmber

who separated in January 2013 was still an actser. Unappropriate access to the system created an
unmitigated risk of data being manipulated. Thisuteed as the Chief Procurement Officer and the
Mercury Administrator did not conduct periodic rewis of assigned roles and privileges in the Mercury
system to ensure adequate segregation of dutieswpéece.

32. Also, an analysis of all purchase orders andr&pRisitions indicated inadequate segregation of
duties between the: (i) preparation and approvausthase orders; and (ii) approval and certiftoatf
requisitions. Three procurement staff prepared @isd approved 16 purchase orders valued at about
$346,000. Additionally, 11 of the requisitions mwed were approved and certified by the same
individual. There was no evidence of irregularitthge to the lack of segregation of duties. However,
there remained an unmitigated risk of unauthoriagplisitions and purchase orders that could result
financial loss to the Mission.

(5) UNOCI should ensure that there is adequate segredah of duties in procurement
functions and responsibilities.

UNOCI accepted recommendation 5 and stated that implementation of Umoja on 1 November 2013
significantly changed the procurement process, including roles and responsibilities and this would
ensure adequate segregation of duties. Recommendation 5 remains open pending OIOS veiiita
that adequate segregation of duties is in place.

Vendor performance evaluations were not being done

33. The Procurement Section and requisitioners wese systematically preparing contractor

performance evaluation reports. A review of 29alocontracts indicated that nine of them were not
evaluated. Nine of the performance reports had nsistencies, including providing a rating of

satisfactory, although a number of problems wite tontractor were raised. There were also two
vendors rated as unsatisfactory but were not edeto the Vendor Review Committee for review and
action.

34. The lack of adequate performance evaluationdtegsin UNOCI continuing to work with poor
performing vendors. For instance, 18 purchasersrdalued at $797,000 were cancelled due to the
inability of 15 vendors to supply the required gead services. UNOCI subsequently awarded five of
these 15 vendors, 43 purchase orders totaling dtionrillion.

(6) UNOCI should implement a procedure to ensure that ppcurement staff and requisitioners
complete vendor performance evaluations.

UNOCI accepted recommendation 6 and stated that all formal solicitations and purchase orders




above $40,000 would be subject to performance evaluations and that implementation of Umoja
Master Data on 1 November 2013 would ensure compliance. Recommendation 6 remains open
pending receipt of evidence that performance evialugrocedures are complied with.
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STATUS OF AUDIT RECOMMENDATIONS

Audit of local procurement of goods and services ithe United Nations Operation in Cote d'lvoire

ANNEX |

—— :
REET Recommendation ez /2 Cé Actions needed to close recommendation Implemen4tat|on

no. Important (6] date

1 UNOCI should, as part of the transitional prodessmoja,| Important O | Receipt of evidence that UNOCI hasrdea | 1 November 2013
conduct a review to ensure that all registered oenére its vendor data and obtained adequate
supported by the required vendor registration damnts supporting documentation for registered

vendors.

2 UNOCI should provide additional training to proement| Important O | Receipt of evidence that a traininggpaonme| 1 February 2014
staff, requisitioners and members of the Tendern®pe is in place to adequately train those staff
Committee to ensure that procurement activities |are involved in the procurement process.
conducted as required by the Procurement Manual.

3 UNOCI should review the process, and take apmtgpr Important O | OIOS verification of the new procuremerd March 2014
action, for the award of the contract to a vendur the process for cleaning services.
provision of cleaning and ground maintenance sesvthat:
(a) was based on criteria not included in the #ation;
and (b) was considerably more expensive than ther ¢t
technically compliant offer.

4 UNOCI should improve the maintenance of procumne Important O | Receipt of evidence that the new filaygtem| 30 June 2014
case files in compliance with the Procurement Manua has been completed and is fully operational

5 UNOCI should ensure that there is adequate setioegof| Important O | OIOS verification that adequate segiegaf | November 2013
duties in procurement functions and responsibslitie duties are in place.

6 UNOCI should implement a procedure to ensure that Important O | Receipt of evidence that performapééovember 2013

procurement staff and requisitioners complete vendo
performance evaluations.

evaluation procedures are complied with.

! Critical recommendations address significant angéovasive deficiencies or weaknesses in govemaigk management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
2 Important recommendations address important @efites or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofienintrol and/or business objectives under review.
3C =closed, O = open

* Date provided by UNOCI
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MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and services ithe United Nations Operation in Cote d'lvoire

Rec. . Critical °/ Accepted? | Title of responsible | Implementation .
Recommendation 6 L Client comments
no. Important (Yes/No) individual date

1 UNOCI should, as part of the transitionallmportant Yes Team Leaders and] 1 November | Umoja Team was created at Mission
process to Umoja, conduct a review |to the Chief 2013 level as part of the transitional
ensure that all registered vendors are Procurement Officer process to Umoja. The Unit issued
supported by the required vendor guidelines which facilitated cleaning
registration documents. of data and vendor registration in

conformity with Umoja
requirements.

2 UNOCI should provide additional trainirig Important Yes Chief Procurement| February 2014 | To ensure that procurement activities
to procurement staff, requisitioners and Officer are conducted as required, additional
members of the Tender Opening training for procurement staff,
Committee to ensure that procurement requisitioners and members of the
activities are conducted as required by the Tender Opening Commitee is being
Procurement Manual. developed in collaboration with

ONUCI Integrated Mission Training
Center

3 UNOCI should review the process, antmportant | No(for a) Chief Procurement | 1 March 2014 | Whilst ONUCI does not agree with
take appropriate action, for the award |of Yes (for b) Officer the observation(a),the Request for
the contract to a vendor for the provisipn Proposals for a new contract has

already been issued as the higher gost

of cleaning and ground maintenance
services that: (a) was based on criteria |not
included in the solicitation; and (b) was

considerably more expensive than the

other technically compliant offer.

one(b) was noted and of concern

® Critical recommendations address significant angéovasive deficiencies or weaknesses in govemarak management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
® Important recommendations address important @efaes or weaknesses in governance, risk managememéernal control processes, such that reasenabl

assurance may be at risk regarding the achieveofieointrol and/or business objectives under review.



MANAGEMENT RESPONSE

APPENDIX |

Audit of local procurement of goods and services ithe United Nations Operation in Cote d'lvoire

Rec. . Critical / Accepted?| Title of responsible Implementation :
Recommendation 8 L Client comments
no. Important (Yes/No) individual date

4 UNOCI should improve the Important Yes Team Leaders and theAlready implemented A new filing system has bee
maintenance of procurement cdse Chief Procurement to be completed 30| established and will be
fles in compliance with the Officer June 2014 completed by 30 June 2014.
Procurement Manual.

5 UNOCI should ensure that there|is Important Yes Team Leaders and the Effective 1 Implementation of Umoja
adequate segregation of duties |in Chief Procurement | November 2013 but| Enterprise scheduled on 1
procurement functions and Officer will be progress with| November 2013 brings in
responsibilities. as clients get used to significant changes to the

Umoja Procurement Process
including Roles and
Responsibilities. Supplier
Relationship Management
Portal ensures compliance.

6 UNOCI should implement a Important Yes Team Leaders and thg Effective 1 All formal solicitations and
procedure to ensure that Chief Procurement | November 2013 but| Purchase Orders above this
procurement staff and requisitiongrs Officer will be progress with| threshold of over USD
complete  vendor  performance as clients get used t9 40,000 are subject to
evaluations. Umoja performance evaluations.

Implementation of Umoja
Master Data on 1 November
2013 will ensure and also
facilitate compliance.

" Critical recommendations address significant angéovasive deficiencies or weaknesses in govemarak management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
8 Important recommendations address important @efaes or weaknesses in governance, risk managemamérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofieointrol and/or business objectives under review.



