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AuDIT OF THE UNFPA COUNTRY OFFICE IN CHINA

EXECUTIVE SUMMARY

1. The UNFPA Office of Audit and Investigation Services (OAIS) conducted an audit of the UNFPA
Country Office in the People's Republic of China (the Office). The audit was executed remotely from 28 April
to 10 June 2025. The audit aimed to assess the adequacy and effectiveness of the governance, risk
management and controls relating to the following areas:

a) Office Governance — Office management, organizational structure and staffing, and risk
management;

b) Programme Management — Programme planning and implementation, and management of
Implementing Partners and non-core funds; and

c) Operations Management — Human resources management, procurement, financial
management, and general administration.

2. The audit covered activities conducted by the Office from 1 January to 31 December 2024, which
corresponded to the fourth year of the ninth Country Programme 2021-2025, approved by the Executive
Board in its first regular session of 2021, with indicative resources of US$21.0 million ($7.7 million in core
resources and $13.3 million in non-core resources).

3. Expenses covered by the audit amounted to $4.3 million, executed by UNFPA ($4.2 million or 98
per cent) and two Implementing Partners ($0.1 million or two per cent), and were funded from core
resources ($3.8 million or 88 per cent) and non-core resources ($0.5 million or 12 per cent).!

4, The audit was conducted in conformance with the Global Internal Audit Standards of the Institute
of Internal Auditors (The IIA).

Overall audit rating

5. OAIS issued an overall audit rating for the Office of “Satisfactory”,2 which means that the
assessed governance arrangements, risk management practices and controls were adequately designed
and operating effectively to provide reasonable assurance that the objectives of the audited entity/area
should be achieved. The issues and improvement opportunities identified did not affect the achievement of
the audited entity or area’s objectives.

6. The audit provided recommendations to address the following issues: (a) inadequate programme
results planning; and (b) gaps in the management of individual consultancy contracts.

* Source: QuantumPlus Power BI Account Activity Analysis report (Internal financial report).
2 See complete set of definitions in Annex 1.
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7. Ratings by key audit area are summarized in the following table.
Audit ratings by key audit area
Office Governance Satisfactory
Office management Satistactory
Organizational structure and staffing Satisfactory
Risk management Satisfactory
Programme Management Satisfactory
Programme planning and implementation Some improvement needed
Implementing Partner management - Satisfactory
Programme supplies management Not assessed
Management of non-core funding - Satisfactory
Operations Management - Satisfactory
Human resources management Some improvement needed
Procurement Satisfactory
Financial management Satisfactory
General administration Satisfactory
Information and communication technology Not assessed
Staff safety and security Not assessed

Good practices identified

8. The Office established an activity tracking mechanism that covered its key functions: office
management, programme management, operations, communications, United Nations Country Team
activities, and resource mobilization. This mechanism assigned each activity to a responsible personnel
member and set a due date. It served as a comprehensive guide to the Office’s overall workplan status and
was regularly updated by the team and reviewed during Office meetings.

Key recommendations Total = 2, high priority = Nil

9. The audit did not result in any high priority recommendations (i.e. where failure to act could have
resulted in critical or major consequences for the Organization).

Implementation status of previous OAIS recommendations
10. The Office had not been previously audited by OAIS or the United Nations Board of Auditors.

Management comments and action plan

11. The Office management accepted all recommendations in the report and commenced their
implementation. Comments and/or additional information provided have been incorporated in the report,
where appropriate. The Office expressed its appreciation for OAIS' work and the constructive nature of the
audit process.

Acknowledgement

12. The OAIS team would like to thank the Management and personnel of the Office, the Asia and
Pacific Regional Office, and various Headquarter units for their cooperation and assistance throughout the
audit.

Signed by:
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Director
Office of Audit and Investigation Services
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AuDIT OF THE UNFPA COUNTRY OFFICE IN CHINA

I. AUDIT BACKGROUND

1. The People's Republic of China (hereafter referred to as China) had an estimated population of
1,416.1 million in 2025.3 The country ranked 78 out of 193 countries and territories on the Human
Development Index for 2023, placing it in the high human development classification.* The maternal
mortality ratio in China was low at 16 deaths per 100,000 live births in 2023, and the unmet need for family
planning rate for all women aged 15-49 at 3 per cent in 2025. The modern method contraceptive prevalence
rate for all women aged 15-49 was 65 per cent in 2025. At three per cent in 2024, the country’s prevalence
rate of child marriage (i.e., married by age 18) was below the regional average of 18 per cent.> China had
a Gender Inequality Index value of 0.132 in 2023.6 China is classified as a Tier III programme country in
the UNFPA Strategic Plan 2022-2025.7

2. As set forth in the 2025 OAIS Annual Workplan, an audit of the UNFPA Country Office in China was
conducted in conformance with the Global Internal Audit Standards promulgated by The IIA, which require
that internal auditors plan and perform the audit to obtain reasonable assurance on the adequacy and
effectiveness of the governance, risk management and internal control processes in place. The audit aimed
to assess the adequacy and effectiveness of the governance, risk management, and controls relating to the
following areas:

a) Office Governance — Office management, organizational structure and staffing, and risk
management;

b) Programme Management — Programme planning and implementation, management of
Implementing Partners (IPs) and non-core funds; and

c) Operations Management — Human resources management, procurement, financial
management, and general administration.

3. The audit included such tests, as considered appropriate, to obtain reasonable assurance with
regard to:
a) Effectiveness and efficiency of the Office operations;

b) Conformity of expenses with the purposes for which the funds were appropriated;

c) Safeguarding of assets entrusted to the Office;

d) The level of compliance with applicable regulations, rules, policies, and procedures; and
e) Reliability of the Office’s financial and operational reporting.

4, The engagement was conducted remotely and, therefore, the audit procedures undertaken may
have been impacted by the following:

a) The audit team relied on scanned copies of documents provided by the Office;
b) Meetings with Office staff and personnel were carried out virtually;

c) Project visits (i.e., implementation site visits and in-person meetings with partners, and
beneficiaries) were not conducted; and

d) Physical verifications of assets were not performed.

5. The audit covered activities conducted from 1 January to 31 December 2024, which corresponded
to the fourth year of the ninth Country Programme 2021-2025, approved by the Executive Board in its first
regular session of 2021, with indicative resources of US$21.0 million ($7.7 million in core resources and
$13.3 million in non-core resources).

3 Source: https://www.unfpa.org/data/world-population/CN

4 Source: https://hdr.undp.org/data-center/specific-country-data#/countries/CHN

5 Source: https://www.unfpa.org/data/world-population/CN

6 Source: https://hdr.undp.org/data-center/thematic-composite-indices/gender-inequality-index#/indicies/GII

”Source: Tier III comprises programme countries that have met at least two of the UNFPA Strategic Plan’s three transformative results
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6. Expenses covered by the audit amounted to $4.3 million, executed by UNFPA ($4.2 million or 98
per cent) and two IPs ($0.1 million or two per cent), and were funded from core resources ($3.8 million or
88 per cent) and non-core resources ($0.5 million or 12 per cent).

7. Approximately 79 per cent of the expenses incurred in the period under review corresponded to
the UNFPA Strategic Plan’s “Policy and Accountability” output. The “Gender and Social Norms” output
accounted for 11 per cent, and the “Organisational Efficiency and Effectiveness” output accounted for the
remaining 10 per cent.

8. The UNFPA Office in China is in the capital city of Beijing. During the period under review and at
the time of the audit fieldwork phase, the Office was managed by a resident Representative, assisted by a
Deputy Representative. The Office had 14 personnel — two international professional posts, seven national
professional posts, and five general service posts.

Audit Report No. IA/2025-15, 12 August 2025; UNFPA China Page 5 of 14



Docusign Envelope ID: 77D80887-A2EA-4864-A400-97F51921CAOB

AuDIT OF THE UNFPA COUNTRY OFFICE IN CHINA

II. AUDIT RESULTS

9. The audit results are presented below, by audit area.

A. OFFICE GOVERNANCE

10. The Office established an activity tracking mechanism that covered its key functions: office
management, programme management, operations, communications, United Nations Country Team
activities, and resource mobilization. This mechanism assigned each activity to a responsible personnel
member and set a due date. It served as a comprehensive guide to the Office’s overall workplan status and
was regularly updated by the team and reviewed during Office meetings.

A.1 — OFFICE MANAGEMENT

11. Audit work performed in this area included the review of the: (a) Office’s results planning process
in 2024 and 2025; (b) relevance of the 2024 and 2025 annual management plans, and the level of
implementation of activities in the period covered; (c) alignment of the 2024 performance plans of key
personnel with Office priorities; (d) effectiveness of Management oversight of programme delivery and
operational activities; (e) accuracy of the 2024 Office annual report data; and (f) level of familiarization of
Office personnel with UNFPA policies and procedures.

12. No reportable matters were identified based on the audit work performed.

A.2 — ORGANIZATIONAL STRUCTURE AND STAFFING

13. Audit work performed in this area included a review of the: (a) alignment of the organizational
structure and personnel arrangements with the Office’s programme delivery and operational activities; (b)
use of proper personnel contractual modalities; (c) effectiveness of the performance planning and appraisal
process; and (d) relevance and sufficiency of staff development activities conducted during the period under
review.

14. No reportable matters were identified based on the audit work performed.

A.3 — RISK MANAGEMENT

15. Audit work performed in this area included: (a) a review of the process followed in identifying and
assessing risks and controls, and the actions taken to respond to significant residual risks; and (b) interviews
with Office Management to gain an understanding of the risks identified by the Office and actions taken to
respond to them.

16. Other than those issues raised in the various sections of this report that touch on overall risk
management of the Office, no reportable matters were identified based on the audit work performed in this
area.
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B.1 — PROGRAMME PLANNING AND
IMPLEMENTATION

SOME IMPROVEMENTS NEEDED

Issue 1 Inadequate programme results planning

17. The audit was conducted during the Office’s transition from its ninth Country Programme cycle
(2021-2025) to the next cycle, and identified weaknesses in annual programme results planning. These
issues pose risks to both effective closure of the current programme and a smooth transition to the next,
specifically:

Delayed finalization of 2025 Results and Resources Plan (RRP)

18. UNFPA mandated that all business units document and approve the initial version of their 2025 RRP
by 21 January 2025, a crucial benchmark for timely programme results planning.

19. However, the audit found that the first three approved versions of the Office’s 2025 RRP (dated 30
December 2024, 6 January 2025, and 13 January 2025) utilized "Dummy milestone" entries for all output
indicators, despite the Organization’s directive. The Office only replaced these placeholders with actual
milestones in the fourth version, approved on 3 March 2025, nearly two months after the deadline.
Consequently, no significant activities were planned in the first quarter of the year.

20. The Office’s consistent use of generic placeholder milestones deviated from standard programme
results planning practices, hindering meaningful progress tracking in early 2025. While the Office technically
met the submission deadline, substantive planning lagged behind formal approvals. This approach risked
misleading stakeholders, as dummy entries did not reflect actual planned achievements or timelines. The
delayed milestone finalization also suggested challenges in aligning the Office’s planning with corporate
reporting requirements.

21. Management stated that dummy milestones were temporary placeholders, allowing deadline
compliance while finalizing actual milestones, and emphasized that all placeholders were replaced in the 3
March 2025 version. However, the audit views this as a reactive planning approach, prioritizing deadline
adherence over substantive readiness. Continued use of placeholders without controls could undermine
results-based management.

Lack of detailed budget breakdowns

22. The applicable policy,® requires that all financial allocations be supported by a detailed budget
breakdown by inputs, particularly for office-implemented workplans, thereby ensuring financial
transparency and accountability.

23. A review of the 2025 RRP revealed that while milestone activities were described at a high level,
the plan lacked detailed input-level budget breakdowns. This omission made it difficult to assess the
rationale behind budget allocations and verify expenditure appropriateness during programme activities
monitoring.

Guidance: Inadequate supervision at the Office level (prioritizing formality over
RooT CAUSE accuracy in programme results planning, and inadequate Management enforcement
of strict budgeting standards).

Inaccurate progress tracking and poor financial accountability — Dummy entries distort
performance monitoring, leading to unreliable reports for stakeholders, and high-level
budgets obscure spending rationales, increasing the risk of inefficient or misaligned
fund allocation.

IMPACT

8 Policy and Procedures for Preparation, Management and Monitoring of Workplans
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CATEGORY Operational.

Recommendation 1 Priority: Medium

Enhance supervisory oversight of programme results planning by: (a) establishing concrete milestones
prior to approving the Results and Resources Plan in QuantumPlus; (b) developing detailed input-based
budget breakdowns for all workplans; and (c) implementing supervisory controls to ensure compliance
with milestone and budgeting requirements before approval.

Manager Responsible for Implementation: Representative.

Status: Agree.

Management action plan:
The Office will take the following actions:

a) Conduct targeted training for relevant staff members to enhance planning and budgeting processes.

b) Review and update its planning calendar and processes to strengthen supervisory controls and ensure
timely preparation, review, quality assurance and approval of workplans in line with corporate
requirements.

Estimated completion date: June 2026.

B.2 — IMPLEMENTING PARTNER MANAGEMENT _

24. Audit work performed in this area included the review of: (a) IP selection and capacity assessment
processes; (b) existence of appropriate IP agreements; (c) controls implemented for the review,
authorization and processing of fund advance requests and expense reports submitted by IPs through
Funding Authorization and Certificate of Expenditure forms; (d) controls implemented over the Operating
Fund Account, used to record and control funds advanced to IPs; and (e) the process followed to monitor
the activities of IPs engaged by the Office in the period under review.

25. Based on the work performed in this area, no reportable matters were identified.
B.3 — PROGRAMME SUPPLIES MANAGEMENT NOT ASSESSED
26. There were no programme supplies provided by the Office and, therefore, the area was not included

in the scope of the audit.

27. Audit work performed in this area included tests of compliance with donor agreement requirements,
interviews with the Office’s and Regional Office’s staff responsible for donor relations, and review of donor
reports for timeliness and compliance.

28. No reportable matters were identified based on the audit work performed in this area.
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C.1 - HUMAN RESOURCES MANAGEMENT SOME IMPROVEMENT NEEDED
Issue 2 Gaps in the management of individual consultancy contracts
29. The audit reviewed six individual consultancy contracts and identified systemic gaps in planning,

contracting, and monitoring of individual consultants, including non-compliance with competitive selection,
contractual documentation, and performance evaluation requirements. The details are as follows:

Individual consultancy roles not specified in planning documents

30. There were three instances where consultancy roles were not included in the Results and Resources
Plan or a UNFPA-specific workplan. The roles played by these consultancies were critical to the Office’s
operations but lacked formal documentation in planning frameworks. This non-compliance with UNFPA’s
results-based management guidelines® undermined accountability and strategic alignment.

Policy-required waiver template not used in Individual consultant selection

31. There were three cases where the competitive selection process was waived. The Office prepared
justifications for all three cases, but did not use the prescribed Individual Consultant Competitive Selection
Process Waiver template. The policy!® mandates the use of this template, which lists eight acceptable waiver
reasons, to ensure consistency and transparency. The absence of standardized waivers increases the risk
of non-objective selections.

Delays in contract signing

32. The audit identified two instances where individual consultant contracts were signed after their
commencement dates. Such delays expose UNFPA to legal and operational risks.

Retiree engaged for a contract period exceeding six months

33. A retired UNFPA official was engaged for a 10-month consultancy, exceeding the policy!! limit of
six months per calendar year for pension-receiving retirees. This non-compliance risks violating UNFPA's
financial and ethical guidelines.

Total contract amount not indicated on individual consultancy contract

34. In one instance, an individual consultancy contract specified a daily rate but omitted the total
contract amount, as the number of working days was not stated. This breaches the standard Individual
Consultant Contract requirements, which mandate full fee transparency.

Missing mandatory approval and performance evaluation documentation

35. Accountability and auditability were compromised due to the absence of approval documents for
two contract extensions, and the absence of post-engagement performance evaluations for three
consultancy engagements. UNFPA policy mandates these evaluations to assess consultant effectiveness and
guide future hiring.

9 Guidelines for Results Planning, Monitoring, and Reporting.
° Policy and Procedures for Contracting Individual Consultants.
11 Policy and Procedures on employment of retirees.
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Missing health statements

36. Two consultancy engagements lacked the consultants’ health statements. In another instance, a
non-standard health statement was used, which did not include a physician’s attestation for required
vaccinations. This statement, dated 22 July 2022, was also invalid for a 2024 assignment, as health
statements are only valid for one year. These omissions created duty-of-care risks.

Root Cause Guidance: Inadequate supervision at the Office level (inadequate enforcement of
consultant contracting policies leading to inconsistent application of mandatory
requirements across selection, contracting, and performance evaluation).

Non-compliance with the applicable policies for contracting individual consultants

IMPACT undermines accountability, increases legal and financial risks, weakens strategic
alignment, and exposes UNFPA to reputational risks and operational inefficiencies.

CATEGORY Compliance.

Recommendation 2 Priority: Medium

Enhance the management of individual consultancy contracts by enforcing full compliance with all
planning, selection, contracting and performance evaluation policy requirements. The Office should
establish and enforce supervisory review controls before any contract approval or extension.

Manager Responsible for Implementation: Representative.

Status: Agree.

Management action plan:

The Office will take the following actions:

a) Review and update the standard operating procedure for management of individual consultant
contracts in line with the applicable corporate policy.

b) Conduct training for all relevant staff members on the applicable policy, and carry out a review on
a quarterly basis to ensure compliance with applicable policies and procedures.

Estimated completion date: June 2026

37. Audit work performed in this area included the review of a sample of local purchases for linkage to
the corresponding workplans; compliance with the UNFPA procurement principles,'> policies and
procedures, as well as the operating effectiveness of controls in the areas of: (a) procurement planning;
(b) requisitioning; (c) solicitation and bidding; (d) bid assessment; (€) vendor selection; (f) contract award;
(9) purchase order issuance; and (h) receiving.

38. No reportable matters were identified based on the audit work performed in this area.

39. Work performed in this area included a review of the: (a) financial management capacity of the
Office; (b) authorization and processing of financial transactions; (c) coding of transactions to the correct
project, activity, general ledger account, IP and fund codes; (d) operating effectiveness of controls over the
accounts payable and payment processes; and (e) effectiveness of the financial management accountability
process.

12 Best value-for-money; fairness, integrity and transparency; open and effective competition; and protection of the interest of UNFPA.
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40. No reportable matters were identified based on the audit work performed in this area.
41. Work performed in this area focused on the travel management process. The audit included a walk-

through of the processes and testing of a sample of eight travel-related transactions for appropriateness of
business purpose, compliance with policies and procedures, and operating effectiveness of controls.

42, No reportable matters were identified based on the audit work performed.

C.5 - INFORMATION AND COMMUNICATION

TECHNOLOGY NOT ASSESSED
43, The area was assessed as low risk during the audit and, therefore, was not tested.

C.6 — STAFF SAFETY AND SECURITY NOT ASSESSED
44, The area was assessed as low risk during the audit and, therefore, was not tested.
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A. AUDIT RATINGS

ANNEX 1 - DEFINITION OF AUDIT TERMS

Audit rating definitions, adopted for use in reports for audit engagements initiated as from 1 January 2016, 13

are explained below:

= Satisfactory

= Partially
satisfactory
with some
improvement
needed

= Partially
satisfactory
with major
improvement
needed

= Unsatisfactory

The assessed governance arrangements, risk management practices and
controls were adequately designed and operating effectively to provide
reasonable assurance that the objectives of the audited entity/area should be
achieved.

The issue(s) and improvement opportunities identified, if any, did not affect the
achievement of the audited entity or area’s objectives.

The assessed governance arrangements, risk management practices and
controls were adequately designed and operating effectively but needed some
improvement to provide reasonable assurance that the objectives of the audited
entity/area should be achieved.

The issue(s) and improvement opportunities identified did not significantly affect
the achievement of the audited entity/area objectives. Management action is
recommended to ensure that identified risks are adequately mitigated.

The assessed governance arrangements, risk management practices and
controls were generally established and functioning but need major
improvement to provide reasonable assurance that the objectives of the audited
entity/area should be achieved.

The issues identified could significantly affect the achievement of the
objectives of the audited entity/area. Prompt management action is required to
ensure that identified risks are adequately mitigated.

The assessed governance arrangements, risk management practices and
controls were not adequately established or functioning to provide reasonable
assurance that the objectives of the audited entity/area should be achieved.

The issues identified could seriously compromise the achievement of the audited
entity or area’s objectives. Urgent management action is required to ensure that
the identified risks are adequately mitigated.

B. CATEGORIES OF ROOT CAUSES AND AUDIT ISSUES

Guidelines: Absence of written procedures to guide staff in performing their functions
= Lack of or inadequate corporate policies or procedures

Lack of or inadequate Regional and/or Country Office policies or procedures
Inadequate planning

Inadequate risk management processes

Inadequate management structure

Guidance: Inadequate or lack of supervision by supervisors

= lLack of or inadequate guidance or supervision at the Headquarters and/or Regional and
Country Office level
= Inadequate oversight by Headquarters

Resources: Insufficient resources (funds, skills, staff) to carry out an activity or function:

= Lack of or insufficient resources: financial, human, or technical resources
= 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 UNFPA.

13 Based on the proposal of the Working Group on harmonization of engagement-level audit ratings approved by the United Nations
Representatives of Internal Audit Services (UN-RIAS) in September 2016
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C. PRIORITIES OF AGREED MANAGEMENT ACTIONS

Agreed management actions are categorized according to their priority, as a further guide to Management
in addressing the related issues in a timely manner. The following priority categories are used:

= High Prompt action is considered imperative to ensure that UNFPA 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 desirable and should result in enhanced control or better value for money.
Low priority management actions, if any, are discussed by the audit team directly with
the Management of the audited entity during the course of the audit or through a
separate memorandum upon issued upon completion of fieldwork, and not included in
the audit report.

D. CATEGORIES OF ACHIEVEMENT OF OBJECTIVES

These categories are based on the COSO framework and derived from the INTOSAI GOV-9100 Guide for
Internal Control Framework in the Public Sector and INTOSAI GOV-9130 ERM in the Public Sector.

= Strategic High level goals, aligned with and supporting the entity’s mission

= Operational Executing orderly, ethical, economical, efficient, and effective operations and
safeguarding resources against loss, misuse, and damage

= Reporting Reliability of reporting, including fulfilling accountability obligations

= Compliance Compliance with prescribed UNFPA regulations, rules, and procedures, including acting
in accordance with Government Body decisions, as well as agreement specific
provisions
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Acronym
IIA
IP
OAIS
QuantumPlus
RRP
UNFPA
uss

GLOSSARY

Description

Institute of Internal Auditors

Implementing Partner

Office of Audit and Investigation Services

UNFPA's Results-Based Planning and Management System
Results and Resources Plan

United Nations Population Fund

United States Dollars
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