i

l

N
\

.
W

£

il
/

/
b

Office of Internal Oversight Services

INTERNAL AUDIT DIVISION

AUDIT REPORT

Internal Governance in UNEP

Implementation of the Medium Term Strategy
will be accomplished through provision of
adequate resources to strengthen consultation,
coordination and accountability mechanisms in
UNEP

23 September 2010
Assignment No. AA2009/220/01



United Nations @ Nations Unies

INTEROFFICE MEMORANDUM MEMORANDUM INTERIEUR

OFFICE OF INTERNAL OVERSIGHT SERVICES ' BUREAU DES SERVICES DE CONTROLE INTERNE
INTERNAL AUDIT DIVISION - DIVISION DE L'AUDIT INTERNE

- Mr. Achim Steiner, Executive Director pare: 23 September 2010
- United Nations Environment Programme

I REFERENCE; [AD: 10- OO? | D
(

. Fatoumata Ndiaye, Director

Internal Audit Division, OIOS |

. Assignment No. AA2009/220/01 — Audit of internal governance in UNEP

1. I am pleased to present the report on the above-mentioned audit.

2. Based on your comments, we are pleased to inform you that we will close
recommendations 1 and 5 in the OIOS recommendations database as indicated in Annex
1. In order for us to close the remaining recommendations, we request that you provide
us with the additional information as discussed in the text of the report and also
summarized in Annex 1.

3. Your response indicated that you did not accept recommendation 4. In OIOS’
opinion however, this recommendation seeks to address a significant risk area. We are
therefore reiterating it and requesting that you reconsider your initial response based on
the additional information provided in the report.

4. Please note that OIOS will report on the progress made to implement its
recommendations, particularly those designated as high risk (i.e., recommendations 1, 2
and 3), in its annual report to the General Assembly and semi-annual report to the
Secretary-General.

c: Ms. Angela Cropper, Deputy Executive Director, UNEP
Mr. Chris Kirkcaldy, Audit Focal Point, UNEP
Mr. Swatantra Goolsarran, Executive Secretary, UN Board of Auditors
Ms. Susanne Frueh, Executive Secretary, Joint Inspection Unit
Mr. Moses Bamuwamye, Chief, Oversight Support Unit, Department of Management
Mr. Byung-Kun Min, Special Assistant to the USG-OIOS

Form AUD-3 8 (2 January 2009)




FuNCTION

CONTACT
INFORMATION

INTERNAL AUDIT DIVISION

“The Office shall, in accordance with the relevant provisions of the
Financial Regulations and Rules of the United Nations examine,
review and appraise the use of financial resources of the United
Nations in order to guarantee the implementation of programmes and
legislative mandates, ascertain compliance of programme managers
with the financial and administrative regulations and rules, as

well as with the approved recommendations of external oversight
bodies, undertake management audits, reviews and surveys to
improve the structure of the Organization and its responsiveness

to the requirements of programmes and legislative mandates, and
monitor the effectiveness of the systems of internal control of

the Organization™ (General Assembly Resolution 48/218 B).

DIRECTOR:
Fatoumata Ndiaye: Tel: +1.212.963.5648, Fax: +1.212.963.3388,

e-mail: ndiaye@un.org

DEPUTY DIRECTOR:
Gurpur Kumar: Tel: +1.212.963.5920, Fax: +1.212.963.3388,

e-mail: kumarg@un.org

OFFICER-IN-CHARGE, NAIROBI AUDIT SERVICE:
Alpha Diallo: Tel: +254 20 762 4222, Fax: +254 20 762 4125,
e-mail: alpha.diallo@unon.org



mailto:ndiaye@un.org
mailto:kumarg@un.org
mailto:alpha.diallo@unon.org

EXECUTIVE SUMMARY

Audit of internal governance in UNEP

The Office of Internal Oversight Services (OIOS) conducted an audit of
internal governance in the United Nations Environment Programme (UNEP).
The overall objective of the audit was to assess the adequacy of controls to
manage inherent risks in internal aspects of governance in UNEP in order to
ensure accomplishment of organizational goals and objectives. The audit was
conducted in accordance with the International Standards for the Professional
Practice of Internal Auditing.

UNEP has developed a Medium Term Strategy (MTS) for the period
2010-2013 and a strategic framework for the period 2010-2011. The MTS is
being implemented through a complex matrix management approach that
involves six divisions implementing six sub-programmes across the divisions.
Therefore, the consultation, coordination, and accountability mechanisms need to
be strengthened with adequate resources for the successful implementation of the
sub-programmes.

In its biennial and support budget submissions for 2010-2011, which was
approved by the Governing Council, UNEP proposed the establishment of an
Office of Operations to be in charge of managing the Corporate Services Section
(CSS), the Quality Assurance Section (QAS), the Resource Mobilization Section
(RMS) and the Evaluation Unit in order to consolidate and rationalize these
offices. The proposed Office of Operations has still not been established, despite
a shared consensus that such an office is greatly needed. Moreover, UNEP
should consider excluding the Evaluation Unit from the proposed Office of
Operations as it could impair the unit’s independence. Currently, the Evaluation
Unit reports directly to the Executive Director.

Institutional knowledge is one of the key assets identified in the MTS for
UNEP. However, UNEP has not yet developed effective and efficient
mechanisms for gathering knowledge and feeding it into operations. Therefore,
there is a need for UNEP to develop a policy on knowledge management.

Other opportunities for improvement include the need for UNEP to
ensure the availability of required resources to support efforts underway in the
development of the Information and Communication Technology (ICT) strategy,
in line with the Secretariat-wide strategy.
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I. INTRODUCTION

1. The Office of Internal Oversight Services (OIOS) conducted an audit of
governance in the United Nations Environment Programme (UNEP). The audit
was conducted in accordance with the International Standards for the
Professional Practice of Internal Auditing.

2. UNEP has the principal responsibility for environment within the United
Nations system. The mandate of UNEP derives from General Assembly
resolution 2997 (XXVII) of 15 December 1972, which established the Governing
Council of UNEP, the Environment Secretariat and the Environmental Fund.
UNEP is governed by the Governing Council and its subsidiary organ, the
Committee of Permanent Representatives (CPR). The Governing Council is
composed of 58 members who are elected by the General Assembly for a four-
year term. The UNEP Headquarters is located in Nairobi, Kenya.

3. The mission of UNEP is to provide leadership and encourage partnership
in caring for the environment by inspiring, informing and enabling nations and
peoples to improve their quality of life without compromising that of future
generations.

4. UNEP has developed a Medium Term Strategy (MTS) for the period
2010-2013. The MTS defines the medium term vision for UNEP to be the
“leading global environmental authority that sets the global agenda, that
promotes the coherent implementation of the environmental dimension of
sustainable development within the United Nations system”, and “serves as an
authoritative advocate for the global environment”. To realize this vision, UNEP
identified and is implementing six cross-cutting thematic priorities: (a) climate
change; (b) disasters and conflict; (c) ecosystem management; (d) environmental
governance; (e) harmful substances and hazardous waste; and (f) resource
efficiency.

5. The UNEP organization structure consists of an Executive Office, seven
divisions, and eight Secretariats for Conventions. These divisions are: (a)
Division of Early Warning and Assessment (DEWA); (b) Division of
Environmental Law and Conventions (DELC); (c) Division of Technology,
Industry and Economics (DTIE); (d) Division of Regional Cooperation (DRC);
(e) Division of Environmental Policy Implementation (DEPI); (f) Division of
Communication and Public Information (DCPI); and (g) Division of Global
Environment Facility Coordination (DGEF). In addition, there are eight liaison
offices, six regional offices, six out-posted offices and five scientific advisory
groups. UNEP has also entered into various partnerships and United Nations
Inter-Agency Co-operations. As at 1 March 2010, UNEP had 1,160 staff posts at
the Professional and General Service categories.

6. In January 2010, UNEP adopted a matrix management approach. In this
matrix approach, six Divisions, with the exception of the Division of Global
Environment Facility (DGEF), are involved in the implementation and
accomplishment of objectives in the six cross-cutting thematic priority areas.



7. The main source of UNEP funding for the biennia 2006-2007 and 2008-
2009 was Extra Budgetary funds (XB), at 96 per cent, while the Regular Budget
funding accounted for only 4 per cent. For the biennium 2010-2011, the
Governing Council has approved an Environment Fund budget of $180 million.

8. Comments made by UNEP are shown in italics.

II. AUDIT OBJECTIVES

9. The main objective of the audit was to assess the adequacy of controls to
manage risks inherent in internal aspects of governance at UNEP in order to
ensure accomplishment of organizational goals and objectives.

1. AUDIT SCOPE AND METHODOLOGY

10. The audit covered internal aspects of governance in UNEP and
concentrated on organization structure and culture, performance management,
knowledge management, information and communication technology, human
resources and risk management. The audit was conducted from February to May
2010 and focused on the implementation of the UNEP MTS for 2010-2013
including the Strategic Framework for 2010-2011. The audit was carried out by
interviewing UNEP staff members and reviewing relevant documentation.

IV. AUDIT FINDINGS AND
RECOMMENDATIONS

A. Organization structure and culture

Need to develop appropriate mechanisms for the coordination and integration of
sub-programme activities across divisions

11. In 2007, the Governing Council/Global Ministerial Environment Forum
requested the UNEP Executive Director to prepare, in consultation with CPR, an
MTS for 2010-2013 with a “clearly defined vision, objectives, priorities, impact
measures and a robust mechanism for review” and a “prioritized, results-oriented
and streamlined draft programme of work for the biennium 2010-2011.” The
Executive Director accepted the request and developed the MTS in consultation
with the CPR, the UNEP- administered Multilateral Environmental Agreements
(MEA) secretariats, civil society and the private sector, and the UNEP Secretariat
staff. The MTS has guided the preparation of the Strategic Frameworks 2010-
2011 and 2012-2013, which subsequently guided the preparation of the
Programmes of Work (PoW) for the same biennia.

12. In 2008, the General Assembly endorsed the Governing Council decision
on the MTS. In its resolution 63/220 on the Report of the Governing Council of
UNEP during its tenth special session, the General Assembly reaffirmed the role
of UNEP as the leading global environmental authority and principal body within
the United Nations system in the field of environment. It welcomed the continued
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efforts of UNEP in shifting emphasis from delivery of outputs to achievement of
results within its budget and programme of work. The General Assembly also
welcomed the MTS 2010-2013. In Resolution 63/247, the General Assembly also
approved the report of the Committee on Programme and Coordination (CPC),
including its recommendation on the proposed biennial programme of work for
2010-2011, and the environment sub-programmes.

13. Donors were generally positive about the UNEP matrix approach. For
example, in 2008 a consultancy study initiated by a key donor, Denmark,
observed that it “presented a departure from traditional UN approaches where
budgets and results frameworks are usually based on departments. In UNEP, this
has in the past resulted in a tendency to ‘silo-mentality’ and difficulties in getting
cohesion and collaboration across the organization and the new structure is
therefore seen as a major step forward to a stronger results oriented focus”.

14. Most of the senior managers interviewed expressed support for the
matrix approach, but acknowledged a number of challenges ahead. OIOS
identified two main challenges facing UNEP in the implementation of the matrix
approach:

@ The need for coordination and integration of activities across
divisions implementing sub-programmes and covering different
geographical areas. While UNEP has appointed coordinators for each
sub-programme, appropriate coordination mechanisms have yet to be
developed, and proper resources still needed to be allocated for this
purpose, which in our view is critical for the successful implementation
of the matrix system. In addition, there was a need for clarity on the
mechanism for allocating resources across divisions implementing a
single programme. In the past, coordination was not an issue because
each of the six divisions was solely and fully responsible for
implementing one sub-programme for which the division was
accountable and could therefore better coordinate activities within its
own division; and

(b) The need for clear definition and assignment of authority,
responsibility and accountability of the various divisions and staff
members involved in the implementation of sub-programmes. The
reporting lines in the new matrix approach are complex and staff
members are yet to learn how to implement a single programme cutting
across the six divisions. OlOS understands that UNEP is developing a
Programme Accountability Framework that will take these concerns into
account.

15. At the time of the audit, UNEP had just begun implementing the matrix
management approach. Therefore, OIOS was not in a position to assess the
effectiveness of the matrix approach in achieving the intended results.



Recommendation 1

@ The UNEP Executive Director should develop
appropriate mechanisms for an effective coordination and
integration of sub-programme activities across divisions and
allocate the required resources for effective implementation
of these mechanisms.

16. UNEP accepted recommendation 1 and stated that the approved biennial
programme and support budgets for 2010-2011 (UNEP/GC.25/12) provides
resources for the enhancement of UNEP’s coordination capabilities including
the creation of dedicated sub-programme coordination positions for three of the
six sub-programs and a Quality Assurance Section to oversee strategic planning
and management policy development, resource and programme analysis and
performance monitoring. UNEP further stated that revised Terms of Reference
have been issued for the inter-divisional Project Review Committee, a
Monitoring Policy and Plan have been approved and that it has a Programme
Accountability Framework, which describes important coordination mechanisms.
UNEP also indicated that, within the context of the proposed biennial
programme and budget for 2012-2013, and subject to the availability of
resources, it would endeavour to further strengthen the sub-programme
coordination function. Based on the action taken by UNEP, recommendation 1
has been closed.

Current organizational structure is not in line with the Secretary General’s
Bulletin ST/SGB/2006/13 on the Organization of the Secretariat of the United
Nations Environment Programme

17. The current structure of UNEP had since evolved from ST/SGB/2006/13
on the Organization of the Secretariat of the United Nations Environment
Programme which was issued in December 2006. For example, the UNEP
current organigram contains sections that were not included in ST/SGB/2006/13
such as the Corporate Services Section (CSS), the Resources Mobilization
Section (RMS) (previously known as the Resource Management Unit (RMU)),
the Quality Assurance Section (QAS), the Office of Policy and Inter-Agency
Affairs (OPIA), the Environmental Management Group (EMG) and the Interim
Secretariat of the Stockholm Convention on Persistent Organic Pollutants
(POPs). ST/SGB/2006/13 also contains the office of Programme Coordination
and Management Unit (PCMU), which no longer exists. Therefore, there is need
for UNEP to seek an amendment to ensure that the current organizational
structure is adequately reflected.

Recommendation 2

2 The UNEP Executive Director should, through the
Department of Management, amend the Secretary General’s
Bulletin ST/SGB/2006/13 on the Organization of the
Secretariat of the United Nations Environment Programme
in order to reflect the evolvement of the organization
structure of UNEP since December 2006.



18. UNEP accepted recommendation 2 and stated that the UNEP
organizational structure is under review as part of the preparation of the
proposed biennial programme and budget for 2012-2013. In this regard, UNEP
hopes to submit a revised Secretary General’s Bulletin to the Department of
Management towards the end of December 2010. Recommendation 2 remains
open pending receipt of the amended Secretary General’s Bulletin.

Need for a consolidated Office of Operations

19. As per UNEP current organigram, the Executive Office includes CSS,
QAS, RMS and the Evaluation Unit, led by Directors at the D-1 level. From
discussions held with managers, it was clear that the functions performed by
these offices in areas such as strategy development, resource mobilization,
budgetary and financial reporting, human resource planning and performance
monitoring are interlinked. Therefore, it would be beneficial if they would be
merged into one office in order to avoid duplication and overlap of activities.
Another benefit would be the creation of a single channel of communication from
the Directors to the Executive Office in order to ensure that there is a clear,
consistent and effective information flow on operational activities.

20. In the proposed biennial programme and support budgets for 2010-2011
(UNEP/GC.25/12), UNEP had expressed the need for the establishment of an
Office of Operations which would be headed by a Director at D-2 level. The
Director would be in charge of managing CSS, QAS, RMS and the Evaluation
Unit in order to consolidate, streamline and rationalize the existing offices. The
Governing Council approved this budget proposal in February 2009. However,
at the time of the audit, the Office of Operations had not yet been established.
OIOS is of the view that the Evaluation Unit should be excluded from the
proposed Office of Operations as it could interfere with the independence of the
unit. As per the UNEP evaluation policy, the evaluation function should be
independent of operational sub-programmes to ensure freedom from undue
influence and to facilitate objective assessment of programme and project
activities.

Recommendation 3

3) The UNEP Executive Director should (a) expedite the
creation of the Office of Operations, which consolidates the
Corporate Services Section, the Quality Assurance Section
and the Resource Mobilization Section, as it seeks
amendment to ST/SGB/2006/13; and (b) maintain the
independence of the Evaluation Unit, which should continue
reporting directly to the Executive Director.

21. UNEP accepted recommendation 3 and stated that implementation of
part (a) of this recommendation is underway and was expected to be completed
by July 2010. Part (b) has been implemented through a monitoring policy (a
copy of the policy has been provided to OIOS). Recommendation 3 remains open
pending confirmation that the Office of Operations has been created.



Need for organization culture to be assessed and monitored on a periodic basis

22. There is no mechanism in place in UNEP for assessing organization
culture on a periodic basis and there is no requirement for UNEP to do so. In this
report, culture refers to a set of beliefs, values, and norms that represent the
unique character of an organization. An organization culture that is supportive of
UNEP’s goals is a critical success factor in ensuring implementation of
programmes and accomplishment of organizational objectives. Therefore, culture
should be monitored constantly in order to ensure that; (a) UNEP has an
organization culture supportive of its vision and goals; (b) staff members are
committed to achieving UNEP’s goals and objectives; (c) there is a common
vision and coordination among divisions as they implement sub-programmes; (d)
management is committed to competence and readiness to take corrective action
when needed; and (e) staff members support changes entailed by the adoption of
the MTS.

23. From our discussions with managers and UNEP staff, the overall
impression was that there is no “One UNEP” culture, but rather divisional
cultures. The Executive Director’s town hall meetings and monthly updates on
the progress on implementation of the programme of work were identified as
some of the essential ways in facilitating a positive culture in UNEP. UNEP staff
explained that it has a “Baobab Staff Awards programme”, which was designed
to recognize and reward individual staff members and teams at all levels of the
organization who exhibit exceptional performance and dedication to achieving
the goals of UNEP and the Multilateral Environmental Agreements (MEAS)
secretariats.

24, The Baobab programme is a positive initiative by UNEP which needs to
be complemented by a mechanism that also identifies the dysfunctions that could
be prevailing in the organization culture in UNEP. This could be obtained from
feedback received from staff through surveys for example. This is vital especially
in light of the significant changes the organization is undergoing. An example of
such a mechanism is the bi-annual staff surveys conducted by the Office of the
United Nations High Commissioner for Refugees (UNHCR). These surveys are
used as a management tool to understand what matters most to staff and respond
to their needs and views in order to strengthen the culture of accountability, and
to enhance staff/management dialogue.

Recommendation 4

4) The UNEP Executive Director should institute a
mechanism for assessing organization culture in UNEP on a
periodic basis in order to ensure that the culture is
supportive of UNEP’s goals and objectives.

25. The UNEP did not accept recommendation 4 and stated that the findings
on which this recommendation is based would be enriched by an analysis of the
changes wrought through the Medium Term Strategy 2010-2014 and the
Programme of Work 2010-2011. These reforms resulted from an extensive
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process of internal consultations, in which a great many UNEP staff
participated. They have resulted in a programme that is implemented across
organizational units, the establishment of new mechanisms for coordination and
cooperation and the molding of corporate culture in support of organizational
objectives. Given the significant efforts already undertaken, UNEP should not be
asked to take further steps without careful justification (and in principle should
not need to take management actions that are not required of other UN
Secretariat programmes unless OlIOS has found a particular problem with
UNEP’s organizational culture vis-a-vis other UN Secretariat programmes and
departments). The findings on which this recommendation is based describe the
absence of this mechanism, and some of the positive activities undertaken by
UNEP in this regard (paragraph 24), rather than the particular problem this
mechanism would solve. It must also be noted that the formal assessment of
organizational culture is not well developed in the UN Secretariat and that the
implementation of UN reforms does not yet require or necessitate such
assessments.

26. OI0S thanks UNEP for the additional information provided, but is of the
opinion that, while the implementation of the UN reform may not have required a
formal assessment of organization culture, this is a good business practice that
could be beneficial to UNEP. OIOS would therefore like to reiterate the
importance of instituting a mechanism for periodically assessing organization
culture. Recommendation 4 will remain open pending establishment of a
mechanism for assessing organization culture.

B. Performance management, reporting and accountability

Resources for programme monitoring need to be reviewed

217. The QAS s, among other roles, responsible for monitoring the
implementation of sub-programmes in UNEP. According to the programme
performance monitoring policy, monitoring is a continuing programme
management function which systematically collects pre-determined data on an
on-going basis to provide management and member states with progress reports
on programme implementation, the achievement of results and progress in the
use of resources.

28. With the introduction of the matrix approach, there is a need to review
the adequacy of tools and resources currently available to QAS for supporting
divisions. This review is critical at this stage because with the new approach,
QAS will be taking additional responsibilities such as: (a) developing baseline
data for monitoring expected accomplishments; (b) facilitating meetings of teams
involved in the implementation of sub-programmes in order to review progress
and take corrective action where necessary and identify emerging issues of
concern across sub-programmes; and (c) reporting progress on the
implementation of the sub-programmes across divisions. Effective monitoring is
a critical successful factor for the implementation of the sub-programmes, which
requires adequate tools and resources.



Recommendation 5

%) The UNEP Executive Director should assess the
adequacy of resources available to the Quality Assurance
Section for monitoring the implementation of sub-
programmes.

29. UNEP accepted recommendation 5 and stated that the approved biennial
programme and support budgets for 2010-2011 (UNEP/GC.25/12) provided
additional resources for the enhancement of monitoring capabilities. A further
reorganization of QAS was undertaken earlier this year and a P-4 position was
redeployed to the Monitoring and Analysis Unit.  Within the context of the
proposed biennial programme and budget for 2012-2013, and subject to the
availability of resources, UNEP will endeavor to further strengthen the
monitoring function. Based on the action taken by UNEP, recommendation 5 has
been closed.

There is a need for a peer review of programme evaluation

30. The Evaluation Unit is responsible for the evaluation of programmes in
UNEP. According to the UNEP evaluation policy dated September 2009,
evaluations in the United Nations system are designed to “determine as
systematically and objectively as possible the relevance, efficiency, effectiveness
and impact of the organization’s activities in relation to their objectives”. The
purpose for conducting evaluations of projects and programmes in UNEP are to:
(a) enable senior management and project/programme managers to demonstrate
and measure performance; (b) identify where improvements can be made to
design or delivery methods; (c) identify good practices and lessons learned for
the future; (d) provide feedback for adaptive management and positive learning;
(e) assess how UNEP activities have impacted environmental policy-making and
management at national, regional and global levels; and (f) provide a means,
through disclosure, to enhance transparency in the way the organization
implements its programme activities and uses its resources.

31. The Evaluation Unit is not adequately staffed to effectively undertake the
above responsibilities to support UNEP accomplish its objectives. Independent
reviews on the capacity of the unit have recommended UNEP to strengthen it.
Two examples are relevant in this regard. Firstly, in 2008, in preparation for the
Nordic donors’ traditional consultations with major international partners, the
Danish government commissioned a study on the implementation of Results
Based Management (RBM) that concluded that the evaluation function was
“weak in UNEP” and that “the function disposes of few resources.” The study
further observed that "credibility and capacity is needed for the evaluation
function to play the role it should in an RBM system”. Secondly, an OIOS
Inspection Report on UNEP dated 18 June 2008 ‘observed that “UNEP seeks
bold reforms in spirit of result-orientation, but accountability arrangements need
to be more clearly addressed” and that the “Evaluation and Oversight Unit should

! Assignment No. IED-08-005 Inspection report on results based management practices at
UNEP
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be provided with an adequate resource envelope and clear reporting lines”.
Strengthening the Evaluation Unit would be in line with the MTS which states
that “emphasis will increasingly be on outcome evaluations that provide insights
on achievement of impact. Selected mid-term and terminal evaluations of high
value and strategic activities will also be conducted. This is something requiring
considerable resources and evaluation capacity, as it entails difficult
methodological issues."

32. The Chief of the Evaluation Unit confirmed that with three professionals,
one volunteer and three administrative staff to evaluate 60 programmes every
year, the unit was not adequately staffed. Therefore, consultants were contracted
to carry out most of the evaluations while the Evaluation Unit concentrated on
quality assurance and benchmarking of these evaluation reports. Senior
management commented that they were aware of the need for additional
resources and had allocated an extra $300,000 in the current budget for the
Evaluation Unit, having recognized that evaluation has become more complex in
the matrix management approach that UNEP has adopted. Management also
added that the increment in resources will have to be done gradually given other
competing needs.

33. Notwithstanding the inadequacy in resources available to the Evaluation
Unit, the 2008 annual performance report produced by the Global Environmental
Fund’s Evaluation Office indicated that UNEP’s Evaluation Unit performs well
compared to those of the World Bank and the United Nations Development
Programme (UNDP). The report states, inter alia, that there had been "significant
improvements in the quality of terminal evaluations submitted by UNEP."

34. UNEP’s Evaluation Policy provides for “periodic peer review by an
independent external review team in order to evaluate the efficiency and
effectiveness of UNEP’s evaluation function. The decision to review the
evaluation function of UNEP will be made by the Executive Director”. A peer
review has not yet been carried out.

Recommendation 6

(6) The UNEP Executive Director should initiate a peer
review to evaluate the efficiency and effectiveness of UNEP’s
evaluation function. In particular, the peer review should
assess and make recommendation on the adequacy of the
staffing levels in the Evaluation Unit.

35. UNEP accepted recommendation 6 and stated that the monitoring policy
and plan represent the outcome of a review of UNEP’s evaluation function.
These documents describe a new approach to evaluation in relation to UNEP’s
MTS 2010-2014. The approved biennial programme and support budgets for
2010-2011 (UNEP/GC.25/12) provide additional resources for the enhancement
of evaluation capabilities.  Additional resources have subsequently been
identified to facilitate sub-programme evaluations. In light of the above, UNEP
believes that it would be premature to undertake another review of UNEP’s
evaluation policy, plan and function at this point in time. This recommendation
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will be implemented when we can assess the experience from at least 2 of the 4
years for which the current reforms were implemented. The recommendation will
be implemented by December 2012. Recommendation 6 remains open pending
the confirmation that UNEP has undertaken a peer review of the Evaluation Unit.

C. Knowledge management

Need for a policy on knowledge management

36. Institutional knowledge is one of the key assets identified in the MTS for
UNEP. However, UNEP does not have a policy on knowledge management. As a
result, UNEP has not yet developed effective and efficient mechanisms for
gathering knowledge and feeding it into operations. Furthermore, according to
management and staff interviewed, UNEP has not invested adequate resources to
enhance its capacity for knowledge management. In this report, knowledge
management refers to a systematic creation, organization, storage and sharing of
knowledge in order to better achieve organizational goals.

37. At the time of the audit in March 2010, UNEP had already engaged a
consultant for the development of a “knowledge management strategy
encompassing governance and implementation modalities that will provide
UNEP and its partners with the information, tools and a knowledge framework to
support effective delivery of the MTS 2010-2013 and Programme of Work
2010-2011". A draft report on the consultancy had been issued and UNEP was
considering it.

38. The lack of a coherent knowledge management system, which could be
attributed to the absence of a knowledge management policy, has a crippling
effect on UNEP. For example, UNEP did not have an integrated system in place
for sharing information across projects and divisions. This results in a risk of
duplication of projects as there is no readily available data on what projects
UNEP has undertaken in a particular country, when, how and by whom.
Furthermore, since there is no systematic archiving of UNEP’s responses/advice
to requests by stakeholders, there is a risk of inefficiencies in obtaining data, and
relying on staff memory which could lead to UNEP giving inaccurate,
incomplete or contradictory advice on the same subject hence damaging the
organization’s reputation. A knowledge management policy is therefore essential
for UNEP.

39. OIO0S acknowledges the fact that UNEP has recognized the need for
better knowledge management and has set up a working group that was expected
to review the draft report on knowledge management by the consultant.

Recommendation 7

@) The UNEP Executive Director should draft and issue
a policy on knowledge management at UNEP.

40. UNEP accepted recommendation 7 and stated that UNEP as a
programme of the UN Secretariat is not at liberty to issue policies that
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prequalify, compromise, confuse or complicate UN Secretariat-wide policies. In
this regard, this recommendation is accepted on the understanding that UNEP’s
policy will be drafted and issued after that of the UN Secretariat. As is the case
where UNEP issues its own policies, the knowledge management policy will
respect the broad parameters set by the UN and define its implementation and
augmentation of these policies. This point notwithstanding, the problems that this
recommendation seeks to correct will be substantially addressed by the
development of a practical project management tool. To this end, UNEP is
presently developing a Programme Information Management System (PIMS).
This system will have project search, retrieval and editing functionality, an IMIS
interface, monitoring functionality and will serve as a document repository and
reports generator. This system will be launched in 2010.

41. OIOS thanks UNEP for the additional information provided especially
the intended launching of PIMS, but reiterates that knowledge management
policy will in no way prequalify, compromise, confuse or complicate UN
Secretariat-wide policies. UNEP Executive Secretary is responsible for managing
the programme which means establishing and maintaining all necessary systems.
Recommendation 7 remains open pending confirmation that UNEP has issued a
knowledge management policy.

D. Information and Communication Technology (ICT)

Lack of ICT strategy that supports UNEP in the accomplishment of its goals and
vision

42. There is no ICT strategy to efficiently and effectively support
accomplishments of UNEP goals and vision. This could adversely impact
implementation of sub-programmes. Two examples that are relevant in this
regard are: (a) for over two years, UNEP had been developing an information
system, referred to as Programme Information Monitoring System (PIMS), for
collecting, analyzing, monitoring and reporting on projects/programmes across
divisions, but the project had no definite manager or budget; and (b) UNEP
divisions develop applications which meet divisions needs but the applications
are not integrated to readily meet UNEP’s overall requirements.

43. UNEP has recognized the need for an ICT strategy. The Executive
Director’s compact with the Secretary General for 2010 requires the director to
“facilitate the implementation of the Secretariat-wide ICT strategy [A/62/793 and
A/RES/63/262]” by the “Establishment of a local ICT strategy that is aligned
with the Secretariat-wide ICT strategy”. An ICT governance framework has been
developed and was approved by the Senior Management Team (SMT) on 13
April 2010, while the strategy is expected to be completed by December 2010.
However, budgetary resources have not yet been allocated for coordination of
activities in the development of the strategy. OIOS was informed that CSS has
already sent a proposal to the Executive Director on the working group’s
resource requirements.
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Recommendation 8

(8) The UNEP Executive Director should support efforts
underway in the development of the ICT strategy by
ensuring that resources are available to facilitate completion
of the strategy in line with Secretariat-wide strategy.

44, UNEP accepted recommendation 8 and stated that implementation of
this recommendation is underway and is expected to be completed by December
2010. Recommendation 8 remains open pending UNEP’s issuance of the ICT
strategy.

E. Risk management

Need for the development of a risk management framework

45, There was an opportunity for UNEP to strengthen its risk management
activities by adopting a comprehensive framework and policy. Currently, UNEP
considers risk management mainly at the project level where a detailed analysis
of risks is done. The analysis includes identification and description of risks,
categorization of risks, assessment of the severity if the risks occur, assessment
of the likelihood of risks occurring, crafting risk management strategies and
safeguards, as well as identification of when and who should undertake the risk
management activities. However, the risk analysis is not adequately considered
at a higher organizational level.

46. An effective risk management framework across UNEP would enable the
organization to exploit opportunities to: (a) identify risks, assess its potential
impact and proactively manage the risks not only at project level but also for the
whole organization; (b) support alignment of strategy with objectives, risks
actions and controls for the strategic framework and work programmes; (c)
provide a mechanism for identifying, not only the existing risks, but also new
emerging risks; (d) provide a common definition of risk and common
terminology to use throughout the organization; (e) enable management and staff
to embrace risk management as part of its responsibilities; and (f) provide
management with timely reports on significant risks and management action
being taken to address them.

Recommendation 9

9) The UNEP Executive Director should develop and
adopt an organization-wide risk management framework to
facilitate its risk analysis and response across the
organization.

47. UNEP accepted recommendation 9 and stated that UNEP as a
programme of the UN Secretariat is not at liberty to issue policies that
prequalify, compromise, confuse or complicate UN Secretariat-wide policies.
Moreover, UNEP should not be asked to undertake management actions not
required of other UN Secretariat programmes unless OIOS has found a
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particular problem vis-a-vis other UN Secretariat programmes and departments.
In this regard, this recommendation is accepted on the understanding that
UNEP’s policy will be drafted and issued after that of the UN Secretariat.

48. OIO0S thanks UNEP for the explanations given, but wishes to clarify that
it is not its intention to pre-qualify, compromise, confuse or complicate
implementation of UN Secretariat-wide policies, but rather to seek ways for
UNEP to better manage its risks in order to achieve its objectives. UNEP
Executive Secretary is responsible for managing the programme which include
identifying threats and opportunities in a systematic manner. Recommendation 9
remains open pending confirmation that UNEP has drafted and issued a risk
management framework.
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STATUS OF AUDIT RECOMMENDATIONS

ANNEX 1

Recom.
no.

Recommendation

Risk category

Risk
rating

C/

Actions needed to close recommendation

Implementation
date?

The UNEP Executive Director should
develop appropriate mechanisms for an
effective coordination and integration of
sub-programme activities across divisions
and allocate the required resources for
effective  implementation  of  these
mechanisms.

Governance

High

None

Implemented

The UNEP Executive Director should,
through the Department of Management,
amend the Secretary General’s Bulletin
ST/SGB/2006/13 on the Organization of
the Secretariat of the United Nations
Environment Programme in order to reflect
the evolvement of the organization
structure of UNEP since December 2006.

Compliance

High

Receipt by OIOS of the amended Secretary
General Bulletin

30 December
2010

The UNEP Executive Director should (a)
expedite the creation of the Office of
Operations, which  consolidates  the
Corporate Services Section, the Quality
Assurance Section and the Resource
Mobilization ~ Section, as it seeks
amendment to ST/SGB/2006/13; and (b)
maintain  the independence of the
Evaluation Unit, which should continue
reporting directly to the Executive
Director.

Governance

High

Confirmation by OIOS that the Office of
Operations has been created

31 July 2010

The UNEP Executive Director should
institute a mechanism for assessing
organization culture in UNEP on a periodic

Strategy

Medium

Confirmation by OIOS of the
establishment of a mechanism for assessing
organization culture.

Not provided




develop and adopt an organization-wide
risk management framework to facilitate its
risk analysis and response across the
organization.

issued a risk management framework after
UNEP’s receipt of guidance from the UN
Secretariat.

REETL Recommendation Risk category R'.Sk C{ Actions needed to close recommendation Implemenztatlon
no. rating 0 date
basis in order to ensure that the culture is
supportive of UNEP’s goals and objectives
5 The UNEP Executive Director should | Strategy Medium C | None Implemented
assess the adequacy of resources available
to the Quality Assurance Section for
monitoring the implementation of sub-
programmes.
6 The UNEP Executive Director should | Strategy Medium O | Confirmation by OIOS that UNEP has | December 2012
initiate a peer review to evaluate the undertaken a peer review of the Evaluation
efficiency and effectiveness of UNEP’s Unit.
evaluation function. In particular, the peer
review should assess and make
recommendation on the adequacy of the
staffing levels in the Evaluation Unit.
7 The UNEP Executive Director should draft | Information Medium O | Confirmation by OIOS that UNEP has | December 2010
and issue a policy on knowledge | resources launched a Project Information
management at UNEP. Management System (PIMS)
8 The UNEP Executive Director should | Information Medium O | Confirmation by OIOS that UNEP has | December 2010
support  efforts underway in  the | resources issued an ICT strategy.
development of the ICT strategy by
ensuring that resources are available to
facilitate completion of the strategy in line
with Secretariat-wide strategy.
9 The UNEP Executive Director should | Strategy Medium O | Confirmation that UNEP has drafted and | Not provided

1. C =closed, O = open






