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AUDIT REPORT

Audit of management of partnerships at UNEP

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of management of
partnerships at the United Nations Environment Programme (UNEP).

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations and rules.

3. UNEP has the principal responsibility for the environment within the United Nations system as
mandated by General Assembly resolution 2997 (XXVII) of 15 December 1972. UNEP established
partnerships with governmental, non-governmental, and inter-governmental bodies in order to support its
implementation of the Medium Term Strategy (MTS) and Programmes of Works (PoWs). General
Assembly resolution 60/215 defines partnership as a voluntary and collaborative relationship between
various parties and United Nations Agencies, which should be undertaken in a manner that upholds the
integrity, impartiality and independence of the United Nations. The main purpose of partnership is to
encourage participants to work to achieve goals mutually agreed and embodied in the United Nations
Charter. United Nations agencies enter into partnerships to make concrete contributions in the realization
of the Millennium Development Goals. Given the limited physical presence of UNEP at national and sub-
regional levels, partnership is key in the delivery of the UNEP PoW.

4, Table 1 shows the details of legal instruments that UNEP had signed with partners for the period
from October 2011 to March 2012.

Table 1: Summary of UNEP legal instruments signed from October to March 2012

Division Amount Nl.lmber of legal
instruments

Division of Environmental Policy Implementation (DEPI) $10,582,251 97
Division of Technology, Industry and Economics (DTIE) 9,506,023 151
Division of Regional Cooperation (DRC) 5,908,788 111
Division of Environmental Law and Conventions (DELC) 1,403,145 17
Division of Communication and Public Information (DCPT) 568,091 10
Division of Early Warning and Assessment (DEWA) 1,173,670 31
Total $29,141,968 417




II. OBJECTIVE AND SCOPE

5. The audit was conducted to assess the adequacy and effectiveness of the UNEP governance, risk
management and control processes in providing reasonable assurance regarding the efficient and
effective use of partnerships.

6. The audit was conducted because the overall risk was assessed to be high based on the significant
control weaknesses that OIOS identified in its report on the audit of UNEP project delivery arrangements
via partnerships (assignment number AA2010/220/03) issued in December 2010, including: (a) the lack
of an organization-wide, corporate strategic approach for the identification of partners and due diligence
process for the selection of partners which did not provide reasonable assurance that UNEP was entering
only into acceptable partnerships; (b) reports submitted by partners on the use of funds were not verified,
while UNEP disbursements to projects were substantially made before project commencement; and (c)
instances where donor funds were not accounted for completely.

7. The key controls tested for the present audit were: (a) regulatory framework; (b) delegation of
authority system; and (c) performance monitoring indicators and mechanisms. For the purpose of this
audit, OIOS defined these key controls as follows:

(a) Regulatory framework - controls designed to provide reasonable assurance that United
Nations Regulations and Rules relating to partnerships are complied with;

(b) Delegation of authority system - controls designed to provide reasonable assurance that
authority for certain functions has been delegated formally and in accordance with relevant
regulations and rules. This control also includes periodic reporting and monitoring of the
execution of delegated authority; and

(© Performance monitoring indicators and mechanisms - Controls designed to provide
reasonable assurance that metrics are established on when and how programme activities are
performed, and that such activities are carried out in accordance with the metrics.

9. The key controls were assessed for the control objectives shown in Table 2.

10. OIOS conducted this audit from March to August 2012. The audit covered the period from
October 2011 to May 2012.

11. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness.

III. AUDIT RESULTS

12. The UNEP governance, risk management and control processes examined were satisfactory in
providing reasonable assurance regarding the efficient and effective use of partnerships.

13. The initial overall rating was based on the assessment of key controls presented in Table 2 below.
The final overall rating is satisfactory. UNEP established and managed partnerships in accordance with
the UNEP Partnership Policy and Procedures and relevant United Nations Financial Regulations and
Rules.



Table 2: Assessment of key controls

Control objectives
Compliance
Business Efficient and Acc1.1rate . with
N Key controls . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
P g and rules
Efficient and (a) Regulatory Satisfactory Satisfactory Satisfactory Satisfactory
effective use of framework
partnerships (b) Delegation of Satisfactory Satisfactory Satisfactory Satisfactory
authority system
(c) Performance Satisfactory Satisfactory Satisfactory Satisfactory
monitoring
indicators and
mechanisms
FINAL OVERALL RATING: SATISFACTORY

A. Regulatory framework

All previous audit recommendations implemented

14. In its previous report on the audit of UNEP project delivery arrangements via partnerships, OI0S
issued 17 recommendations to addresses weaknesses in internal controls and to ensure compliance with
policies and procedures. At the time of the present audit, UNEP had satisfactorily addressed all the
recommendations.

Revised UNEP Partnership Policy and Procedures were adequate and complied with

15. The UNEP Partnership Policy and Procedures promulgated in October 2011 were satisfactorily
implemented. The Partnership Committee was established in late 2011 to review partnership proposals
above the pre-determined thresholds stated in the partnership policies and procedures. The purpose of the
Partnership Committee is to ensure that the cases submitted have been subjected to the required due
diligence checks, including confirmation that potential partners’ activities are aligned with United Nations
values, that partners have appropriate capacities to support the implementation of the UNEP PoW
activities and that the appropriate types of implementing instruments are used to establish the
partnerships. OIOS assessed that the Partnership Committee had been functioning well: meetings were
convened as and when required, quorums were reached for each of the meetings and minutes were
prepared and kept on file. All Division Directors interviewed expressed satisfaction that the UNEP
Partnership Policy and Procedures had provided appropriate guidance on the management of partnership.

Programme Manual was being updated

16. At the time of the audit, UNEP was updating its Programme Manual to replace the 2005 UNEP
Project Manual. A draft of the manual was prepared in May 2012, and the Office for Operations was
consulting with other divisions to finalize it. OIOS assessed that the draft manual had taken into account
all recent developments in the area of partnerships, including detailed requirements applicable to all
projects implemented by UNEP to ensure efficient programme and project delivery, procedures to
develop and manage projects within UNEP quality standards, and the respective roles and responsibilities



of Division/Regional Directors, Sub-programme Coordinators, Project Managers, Fund Management
Officers, supervisors of Project Managers and project implementing partners.

Due diligence process was strengthened and documented

17. UNEP identified and selected partners in accordance with the UNEP Partnership Policy and
Procedures. Potential partners were identified through prior work experiences with UNEP and other UN
organizations and networking. The partners were screened in accordance with the prescribed due
diligence procedures which included an assessment of the partners’ alignment with United Nations values
and capacity to deliver expected results, and justifications for recommending any particular partner. The
Partnership Policy and Procedures provide for two separate due diligence procedures for for-profit and
not-for-profit entities. Depending on the overall scores obtained during the assessment, potential partners
were recommended to the respective Division/Regional Directors for establishment of agreements,
referred to the Partnership Committee for additional review, or rejected.

Receipt and disbursement of funds were made in accordance with UN Regulations and Rules

18. UNEP received funds from partners in accordance with UNEP Fund Financial Rule 203.3. This
rule requires that any voluntary contribution of over $500,000 from a non-governmental organization
(for-profit or not-for-profit) may be accepted only with the approval of the Governing Council or its
subsidiary body, the Committee of Permanent Representatives. UNEP obtained clearance from the UNEP
Governing Council before it received $3.4 million in its bank account for three agreements that were over
$500,000 that were reviewed by OIOS.

19. For cases where UNEP provided financial support to partners, funds were disbursed in
accordance with partnership agreements. In a sample of 94 agreements reviewed out of a population of
167 partnership agreements (56 percent), initial advances to projects were assessed as reasonable and
subsequent releases of funds were based on satisfactory delivery of clear expected output/results, which
were generally well documented.

B. Delegation of authority system

Delegation of authority was being revised

20. The delegation of authority from the Executive Director to Divisional Directors was being revised
to prevent further delegation by the Directors to other staff members. The new delegations of authority to
Directors state that the delegation is personal and cannot be further delegated except that the director
“may assign this authority, totally or in part, for a limited period of time to a staff member designated to
act as your stead (as Officer in Charge) when you are on mission or on leave.” OIOS is therefore not
making any recommendation on this issue.

C. Performance monitoring indicators and mechanisms

Clear performance indicators were included in agreements and monitored

21. UNEP developed clear performance indicators, which formed part of partnership agreements,
indicating the expected results/outputs. Programme managers and Fund Management Officers (FMOs)
monitored the performance of partners by ensuring that disbursement of funds to partners, other than the
initial advance, were based on delivery of the expected results/outputs as per agreed schedules of
payments included in the agreements.



Data management system for partnership management was being developed

22. OIOS’ previous report on the audit of UNEP delivery arrangements via partnerships
recommended that UNEP develop a centralized database for managing partnerships in order to facilitate
information sharing and knowledge management. At the time of the present audit, UNEP had developed a
database of partnership agreements as part of a partnership management module in the Programme
Information Management System (PIMS) that was under development. However, while the database was
able to provide details such as the number of agreements (and a PDF copy of the agreements) signed per
division, the database was unable to provide consolidated values of partnerships per division or details of
how partners were performing against agreed milestones. UNEP management stated that divisions were
still updating the database with agreements entered into in 2012 and that once PIMS has been stabilized,
the partnership management module would be developed to support management activities such as
centralized performance monitoring. Based on this management commitment, OIOS is not making any
recommendation.
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