DEEP DIVE

Into strengthening
internal control

Part 2 - March, 2026

COMPLIANCE SERIES




v> >MC & Digni

,// Lakarmissionen



COMPLIANCE SERIES 1

INTRODUCTION

v SMC §8 Digni
&’/ Lakarmissionen



INTRODUCTION

Overall learning objective

By the end of the webinar, participants will be able to:
 Managing financial risks
* Strengthen their organisation’s internal control

 Develop mechanisms and channels for feedback and reporting
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INTRODUCTION
Why?
Because we want to increase projects' effectiveness
through acting right by
* Taking appropriate steps to strengthening internal control
 Making it possible for staff and community to report and give feedback

 Handling, and learning from, reports and feedback
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DEFINITIONS

The chain of cooperation

Sida

Consortium
SMC lead

Partner

Partner




DEFINITIONS

... of terms used in the Grant Agreements

Breach of Agreement ZERO TOLERANCE
Sida agreement GC § 17 For corruption and
Norad agreement GC § 18 financial irregularities

All breaches of the Agreement
MISMANAGEMENT

are mismanagement

Material breaches are defined
—and will be reacted upon

Corruption is by Transparency International defined as CORRUPTION
“abuse of entrusted power for private gain”. It is:
e always a financial irregularity
* illegal for both parties




DEFINITIONS
The fraud triangle

Why is internal control important?

It is what we can control )
MOTIVE } [ JUSTIFICATION J
Two types of internal control _—
. pace for
1. Preventive mismanage-

ment to occur

2. Detective

[ OPPORTUNITY }
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DETECTION

Detect financial irregularities by: Project Costs - Local Partner
- Buildings/infrastructure
- Vehicles
- Equipment 12 766
1 - Other procurement, please specify
LO O kl n g fO rre d ﬂ d gS Procurement (capital expenses) 12 766
- Expenses local staff 329 017
- Expenses expatriate staff
Red flag Salaries 329017
: : : : : : Operating costs/administration 31408
A warning signal indicating potential e s 41
danger, problem, or undesirable situation Consultants and other external services 42 962
External evaluation
-Lobbying and advocacy 42 226
. . . e - Life skills education A 84 010
Using professional skepticism - Materials 16 203
Activities and other direct project costs 142 438
Tria ngu Iation - Monitoring and evaluation 14 239
- Staff training/competence building 9820
Using multiple sources or methods for T 19040
- General assemblies 16 412
ifi i i Monitoring, evaluation and learning 62 111
verification. Could be accountings Tramsoor and rage e i
mate ria| a nd conve rsations_ Total project costs - Local Partner 668 575




DETECTION

RISK AREAS creating opportunities for mismanagement
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PROCUREMENT SALARIES VEHICLE TRAININGS/
USE MEETINGS




DETECTION

PROCUREMENTS SALARIES VEHICLE USE
Written documentation Written documentation Written documentation
According to guidelines According to guidelines According to guidelines
Carbon copies - and labor laws Logbook with
Quotations / comparison Time tracking Mileage trip start/end
Reference to budget Cost sharing (Distance)

Dates and signatures Personnel file with Name of driver
Pre-printed numbering Employee contract (Name of passengers)
Vendor address (signed and updated) Purpose of trip

# of delivered goods Job description (updated)  Reference to activity
Goods received note Ethical guidelines Service/fix/fuel

Never underestimate documentation!

TRAININGS

Written documentation

According to guidelines

Narrative reports

Pictures, banners,
geotagging

Decisions of per diems
and allowances

Participant’s list with
activity, names, phone,
sign/finger, payments ++
(also for meetings)




DETECTION

Best practices for detection

Assess regular reporting systematically
Financial and narrative

Physical visit to project site by finance staff
Could be unannounced

Spot checks of accounting and vendors
Random or risk-based - surprise
Compare receipts from the same vendor
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REPORTING
What should you report?

If you suspect or detect mismanagement:

e Discuss internally (if you can): What do/did you see?

* Is/was the incident substantial? Only a mistake?

 Have a low threshold for contacting your member organisation

* You have some time to consider the substantiality (days rather than weeks)

* You have an obligation to report — and to report immediately



REPORTING

To whom should you report?

It is recommended to report .
in the cooperation chain: Norad Sida
1. Discuss suspicions/findings Digni
_ ) Consortium
2. Consider follow-up ) SMC lead

Member

Most important: Partner

Report immediately!

You will get some best practices today
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80 REQUESTS FOR COMPLIANCE SERIES 2

Next semester, the Compliance Series will return with a new course; are there any topics you want us to include?

General, other topics

M&E

Financial follow-up

Procurement

Whistleblowing/CRM

Project follow-up

SEAH / safeguarding

Risk analysis

Best practices

Practical softwares

Financial irregularies; fraud detection
and prevention, practical case studies
on compliance challenges faced by
MGO= or faith-based organizations.

Procurement

Whistleblowing

Project management cycle and
application/ proposal submissions

Mainstreaming the crosscutting issues
and safeguarding

Some topic related to risk analysis

Practical exercises - practice sessions,
discuss various cases in detail

Go a little bit de

SMC: There ma
needed to look
new Sida agreel

The agreement:
what do we =sigr

Hawve more part
time to ask que

Fundraising

Money launderi

Guidance on et

accountability f

strengthen deci

reinforce integri

management (e

sthrengthen coi

Human Resoure =
Salary increase align with high market
price

Compliance with the Gowvt regulations

EU sanctions checklist check-up and
documentation

Knowledge management

What specific documentation should
an office have to be complainant;
Types of documentation of expenses

protection; Digital financial controls
and managing online transactions
securely; Alin finance; Data protection
and cyber security on financial data

Precurement and conflict of interest

Communication: How to communicate
our stands on compliance to the other
team members like the programs

Budget planning; Budgeting for projects

Gender equality and how to work with
SEAH and SOGIE rights

Risk management and internal control

systems, especially how to identify,

o

ssess, and mitigate financial and
organisations
ient, example of
wruption

he current

What have you done since Compliance Series 17?




Summary of improvements made by the participants

Better control of receipts and supporting documents: Stronger voucher checking and
ensuring that payments are supported by complete and valid documents.

Stronger procurement practices: Improved procurement systems, following procurement
procedures more carefully, changing procurement committee member selection
processes.

Improved compliance with financial procedures: Closer adherence to manuals, donor
rules, VAT/tax requirements, and internal approval processes.

Reinforced internal controls: Stronger check-and-balance mechanisms, internal control
checklists, segregation of duties, and closer review of financial documents to detect fraud.

Improved monitoring, reporting, and review processes: sharing monthly financial
reports, improving expense monitoring, and updating risk management plans.



80 REQUESTS FOR COMPLIANCE SERIES 2

1. Financial follow-up in project
- In general
- Per diem and allowances
- Vehicle logbook
- Running and following up workshops/trainings

2. Whistleblowing & complaints handling
- Whistleblowing Channel
- Complaints Response Mechanisms
- Investigations




Topic

Subtopic

Describing some main challenges
Example:

Typical problems in project follow-up

This could serve as an example of
documentation.

Example line 1:
Suggested controlling activities: Example line 2:

Example line 3:

Some recommended questions to ask or verifications to perform
during a spot check

After the course: Put all the suggested Suggested controlling
activities together and make your own check list for spot checks
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Financial follow-up in projects

In general

For budget planning & financial reporting:

 Work together program staff and finance team: explain format for
budgets and financial reports, and relation to narrative report

 Have regular checkpoints to discuss progress

* |dentify, assess, and discuss risk mitigation within the organisation
(see example on risk matrix next page)

Dialogue:

 Make sure that the staff knows their responsibilities

e Ensure that systems are working for both program and finance staff

Suggested controlling activities:

* Are there checkpoints in budgeting and reporting where program staff and finance team sit together?
* Does the program staff know their responsibilities? For instance, in procurement, documentation, etc.
* |f several projects: How is time sheets and other shared costs filled in?

* Does the finance team receive documentation on time? Are there often delays? Why?

* |sthere an updated risk matrix? How often is this updated? By whom?



Financial follow-up in projects

In general
A = C D E F G
Risk Likelihood (L) Impact(l) Score Rating Suggested response
Financial mismanagement due to weak Explore what possibilities there are in the current economy
. . 10 High
documentation when cash is used for using digital/online payment solutions

Lack of qualified auditors in the area leads
i : : 2 Medium Strong internal controls, e.g. internal audit committee
to poor audit quality
Shift to digital payments where possible, tighten verification
routines, spot checks, independent reconciliation

Foreign currency devaluation reduces Reforecast quarterly, create contingency line, renegotiate unit-

Fraud in cash transfers to participants

purchasing power 12 High cost outputs, consider partial hedging if permitted
Ineligible costs by partner due to weak . Training, standardized templates, pre-payment checks,
. 4 3 12 High : :
documentation sample-based transaction review
Late financial reporting from project sites . Reporting calendar + automated reminders, simplified chart
. 3 2 6 Medium :
affects disbursement of accounts, monthly check-ins
ﬁank transfer blocked due to compliance 2 4 8 Medium Improve screening, pre-clear payment corridors, maintain
issues alternate channels



Financial follow-up in projects

Per diem and allowances

Per diem/allowances:
* Money given to employees to cover expenses, typically while traveling or
working away from home Per diem means
* Allowances are sometimes paid to project participants for transport, “for each day”
food, participation

What about “sitting allowances”?
* In general, this is an unwanted practice
* According to donors: Forbidden to pay extra allowances for already paid staff

Suggested controlling activities:
* Are per diem/allowance rates always decided in advance (in guidelines or policies)?
* Are they regularly updated (for instance yearly)?

* Are payments approved according to policies (a third person)?
S0



8.2 The following costs shall not be considered eligible for financing from this
Agreement:

a) debts. and in the case of Projects. also debt service charges (interest):
b) provisions for losses or potential future habilities:

¢) items already financed from another agreement with Sida or another financing
agency.

d) purchases or construction of real estate (land or buildings):

¢) credits to third parties:

f) travel costs for business or first class:

g) extra allowances, such as sitting allowances. or equivalent in order to finance
allowances for participating staff/invited speakers/participants of workshops
tor already paid staff: or

h) the build-up of reserves.



Financial follow-up in projects

Per diem and allowances

A government official is taking part in your seminar and ask you for allowance.
What should you do?

* As a main rule: Not pay, because their employer should pay their travels and per diems
* “Small gift” can be allowed (what is a small gift? In Norway up to USD 50)

Example:
Suggested controlling activities:
1. Isit common that officials are attending trainings and asking for allowances?
2. Does the organisation have a policy/guidelines/templates for allowances?
A good practice would be to have they signing a declaration stating:
e They are not employed by your organisation Employer / institution:
e They are not receiving a salary for the same activity Kol [ i e SEvE
. .. ) Type of payment expected:
 The payment is not duplicating another benefit

3. Has the solution been discussed with the donor? Signature confirming accuracy:
eSS Pl a A A2

Allowances must only be paid to
individuals not receiving a salary from
this organisation for the same activity




Financial follow-up in projects

Vehicle logbook

Tracking of vehicle use

Managing fuel usage




Financial follow-up in projects

VEHICLE DAILY LOG
Vehicle logbook
VEHICLE PLATE NO: DATE:
TIME METER READING PURPOSE TRIP PASSENGER DEIVER™S
NAME AND NAME AND
. . oUT IN ATTIME OUT AT TIME IN INITIAL INITIAL
Tracking of vehicle use
Vehicle logbook is required because all costs
need to be satisfactorily documented
Suggested controlling activities: —
* How is the vehicle logbook filled in? How often? TSCHASE OF FUEL Oves Ono
* Are distances correct? Can you track with GPS? METER READING:
. . ) i . AMOUNT OF FUEL:
e Are there special conditions to consider in this
context ? Reviewed by:

* Does the logbook refer to project/activity? Is all SIERAITES corsssvvvrrss s

vehicle use for the project? Check logbooks, budgets,

w

Title:
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Financial follow-up in projects

Vehicle logbook

Managing fuel usage

For risk mitigation, digital solutions for fuel

payments should be explored
fuelplus U
Suggested controlling activities: 0123 4567 8901 2345
* |[sit possible in this context to use card payment for fuel? R 01/22
mSAHPLE

If yes If no

Who has access to the card? Are there guidelines for fuel management?

Are only people with access using the How can the system be misused?

card? Is the documentation satisfactory?

What is the system for signatures, Can you enter into framework agreement?

receipts, invoicing, and controlling?
e |s fuel consumption realistic? Calculate distances, normal averages, etc.

* Does the organisation keep track of maintenance?




Financial follow-up in projects

Running and following up workshops/trainings

What is the best way of registering project participants in the
field?

What about children and other illiterate adults?

Remember “satisfactorily documented”:
How can we know that these people were actually there?

M

Suggested controlling activities: r
 What is the policy for allowances to project participants?

* How is participation documented? Is fingerprint or signature required?

* Does the project use geotagging and/or take photos of the project activity?

e Are two or more staff members always present in cash handling?

* Does the organisation perform callbacks to participants? (If participants have connection/phone)
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Whistleblowing & complaints handling

What do you believe is the main obstacle for people to
report corruption, financial irregularities or

mismanagement?

Answer in the chat!
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REPORT
CORRUPTION
CASES HERE

E-mai): cpc@museums.or. ke
kace@j ntegrity.go. ke

AboutUs v Results Integrity News Events LearningHub ContactUs

Welcome to Digni!

Digni is apimbrelia ofganisation for. 17 Norwegian
churchesand faith;based Organisations involved in long-
term development ceoperation around the world.

——

Digni Staff Visit Partners in Kenya and Digni soker controller

Participate in Regumal Workshop Digni sgker nd en faglig dyktig controller som kan bidra til
Digni employees Hanna Sofie Johansen and Lilliann Wje styrking av internkontroll og forvaltning av var portefalje.
are currently visiting projects and partners in Kenya. On Hovedfokuset [...]

Friday the &th, [..]



Complaints mechanism

A channel to provide feedback
and make complaints

Aimed at different groups in the
partner/project community

Safe, accessible, and appropriate

Must be informed about

) https://digni.no/en/welcome/
aDigni AboutUs v  Results Integrity News Events LearningHub ContactUs Search Q

EN FR

Whistleblowing system

A system for reporting mismanagement,
financial irregularities, or corruption

For staff and external actors
Possibilities for anonymous reporting

Also for reporting of Sexual Exploitation,
Abuse, and Harassment (SEAH)

Seeallnews >



Whistleblowing & complaints handling

WHISTLEBLOWER CHANNEL COMPLAINTS RESPONSE MECHANISM (CRM)

Primary purpose Report serious wrongdoing Resolve dissatisfaction or grievances

) Employees, contractors, insiders (sometimes third .. .
Who uses it p. y ( Beneficiaries, customers, partners, public

parties)

Typical issues lllegal, unethical, systemic misconduct Service problems, dissatisfaction, disputes
Legal framing Often legally regulated Usually policy-based, not mandated
Anonymity Often allowed or required Usually not anonymous
Protection focus Protects the reporter Focuses on remedy for the complainant
Investigation level Formal, independent investigation Case handling / resolution
Typical outcome Corrective action, sanctions, reporting Apology, correction, compensation, improvement



Whistleblowing Channel
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SR

Notify us Secure Inbox

What can be reported?

Explanation

Unlawful or unethical practices in Digni or related to Digni's work that should be reported could be, but is not limited to:

« financial irregularities

. . + sexual exploitation, abuse and harassment
WWW, d Ig n l. n O o « other forms of discrimination, harassment or improper conduct
- » conditions that endanger the life and health of persons
« other breaches of the requirement for a fully satisfactory working environment
What can be repo rted= « digital privacy violations

« something of public interest in the organisation
« other breaches of the grant agreement with Norad

What should the whistleblow contain?

The whistleblow should contain at least the following information:
« your name and contact information (through the use of Dignis whistleblowing channel you can also report anonymously)
+ what entity/project/organisation/department the concern relates to
+ when the reported incident happened
+ more specific information or details on the issue(s) reported
+ information about documentation that can enlighten the conditions
B « information of whether the conditions are reported through other channels

What is the whistleblowing channel not for?
About the Secure Inbox

The whistleblowing channel is not for:

+ making false accusations against others

» reporting information that you know is untrue



http://www.digni.no/

Whistleblowing & complaints handling

Whistleblowing Channel

Make it a staff obligation to blow the whistle against corruption
Everyone has a right to whistle — ensure it is also an obligation
Should be written in Code of Conduct or Ethical guidelines

Staff need to sign that they have read and understood




Whistleblowing & complaints handling

Whistleblowing Channel

Give staff user-friendly ways to blow the whistle

All staff should know and understand how to whistle
- Languages available
- Internet access
- User-friendly interfaces

What is possible in your context considering technology?
- Web page
- QR-code
- Post box




Whistleblowing Channel

Ensure all staff understand the entire process
Is the process explained in the whistleblowing channel?

Is possible consequences for the individual described?




Whistleblowing Channel

Ensure that investigations revealing corruption result in action

How do you communicate with the whistleblower? Is it possible?

How do you follow-up the findings?




Whistleblowing & complaints handling

Whistleblowing Channel

e ) TRANSPARENCY
INTERNATIONAL
the global coalition against corruption

Further resources

Transparency International’s Humanitarian Handbook:
https://files.transparencycdn.org/images/2014 Huma
nitarian Handbook EN.pdf

Suggested controlling activities:

e Does the organisation have Code of Conduct or Ethical guidelines defining the duty to blow the whistle?
* Isit required that the staff sign on Code of Conduct or Ethical guidelines?

 How is the duty to blow the whistle informed about? Are different ways of communicating discussed?

e Are disciplinary actions defined? For instance, how malicious or frivolous reports are handled?



https://files.transparencycdn.org/images/2014_Humanitarian_Handbook_EN.pdf
https://files.transparencycdn.org/images/2014_Humanitarian_Handbook_EN.pdf

Whistleblowing & complaints handling

Whistleblowing Channel

When you receive a whistleblow, assume it may be true, act as if people’s

safety and the organisation’s credibility depend on your response — and
® only later determine the facts

Suggested controlling activities:

* What is the systems for whistleblowing? Does it cover anonymity and confidentiality?
* Are there guidelines describing how incoming cases should be handled?

* |sit prompt confirmation of receipt defined?

* Does the guidelines mention who will discuss incoming complaints?

* Does the guidelines include declaration of conflict of interest?

* Are there procedures for documentation of ALL steps?



Whistleblowing & complaints handling

Complaints Response Mechanism

How to start developing a Complaints Response Mechanism (CRM)?

Consult with communities Make sure to consult with Consultation methodology can

on how they would like to different groups, especially include focus group discussion,

feed back and complain marginalized groups and those key stakeholder interviews,
with accessibility issues participatory activities

Source: GCPS Consulting/SMC
e



Whistleblowing & complaints handling

Complaints Response Mechanism

Different approaches in different projects

Short-term activity/time-limited programme in new or different area

Programme with limited contact with community/remotely operated



Whistleblowing & complaints handling

Complaints Response Mechanism

Short-term activity/time-limited programme in new or different area

AWARENESS RISING REPORTING CHANNEL

* Leaflet included in distribution * Mobile phone number, answered by trained staff in
e Posters in distribution site nearest district/regional office
« Agenda item in meetings with community  Staff member who works in community appointed as

* Community leaders or elders Focal Point

* Designated confidential mobile phone number,

* Selected Focal Points from team conducting _
answered by trained staff

activities
e Utilizing exiting structures, such as child-friendly

* Radio broadcasts )
spaces or women'’s groups

Source: GCPS Consulting/SMC
e



Whistleblowing & complaints handling

Complaints Response Mechanism

Programme with limited contact with community/remotely operated

AWARENESS RISING REPORTING CHANNEL

* Clear messaging on organisation’s website * Mobile phone number, answered by trained
e Reference in communications materials, for staff in nearest district/regional office, with
example, ‘X organisation is committed to times when phone is staffed that are
safeguarding/Do No Harm in its work. Please communicated with community
contact us with any concerns’  Complaints form on website
* Leaflet included in distribution e Trusted third party trained to confidentially,
* Posters in distribution site for partners to display safely and appropriately receive reports, for

example church or other religious institution, or

* Selected Focal Points briefed on communicating ,
community group

message in community meetings etc.

* Radio broadcasts Source: GCPS Consulting/SMC



Whistleblowing & complaints handling

Complaints Response Mechanism

Further resources

CHS Alliance: https://www.chsalliance.org/accountability-to-affected-people/

|ASC Accountability & Inclusion: https://aap-inclusion-psea.alnap.org/

Suggested controlling activities:

* Does the organisation have channels for reporting? Best practice: Multiple channels such as online
forms, email, phone, and in-person. Are the channels easily accessible?

* Does the organisation have guidelines on how they inform the communities on expectations, and
how they can provide feedback and make complaints (awareness raising)

* When visiting projects: Do project participants know that they can feed back and make
complaints? Do they know how to do this?
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Follow-up of incoming case

Important to remember that investigation and follow-up depends on:
- What the case is: Each case is unique

-  Where you are in the chain: What are your requirements according to the Agreements?




Whistleblowing & complaints handling

Follow-up of incoming case

Recommended steps when you receive a complaint I This depends on the

case and where you

Refer to your organisation’s guidelines: Involve necessary staff . )
y & & y ® areinthechain

g

Confirm receipt of complaint: Should be done promptly

J Y 4

Consider available information: What do you know, and need to know?

Consortium
SMC lead

Inform your donor: That you have an incident or a suspicion

Partner

Consider further steps: In dialogue with donor. Internal/external?

. Norad

Furter investigations: Be factual. Remember contradiction

Final report to donor: Be specific, refer to findings and agreements + Member

Partner

 Norad |
t Dign ]
\
|

Conclusion: Learning should be included in reporting to donor

€E€ECECECECECL
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INTRODUCTION

Overall learning objective

By the end of the webinar, participants will be able to:
 Managing financial risks
* Strengthen their organisation’s internal control

 Develop mechanisms and channels for feedback and reporting
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INTRODUCTION
Why?
Because we want to increase projects' effectiveness
through acting right by
* Taking appropriate steps to strengthening internal control
 Making it possible for staff and community to report and give feedback

 Handling, and learning from, reports and feedback
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