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Addendum

SECRETARIAT ACTIVITIES

Audit of the Multilateral Fund by the Office of Internal Oversight Services (OIOS)
Background
[bookmark: _GoBack]As part of standard exit procedures put in place by the two former Chief Officers of the Multilateral Fund, the Chief Officer requested UNEP to conduct, prior to his departure on retirement, an audit of the Fund Secretariat, in its role of facilitating the work of the Executive Committee. Upon this request, the Office of Internal Oversight Services (OIOS) conducted an audit of the Secretariat for the Multilateral Fund for the Implementation of the Montreal Protocol (“the Fund Secretariat”), covering the period from January 2018 to December 2020. The objective of the audit, as per OIOS, was to assess the adequacy and effectiveness of governance, risk management and control processes for the provision of services by the Fund Secretariat. It covered risk areas relating to: strategic planning, performance management, and financial management.
The audit was conducted from January to May 2021. The methodology used included interviews with key personnel; review of relevant documentation; analytical review of data from Umoja;[footnoteRef:2] and sample testing of transactions. Due to constraints imposed by the COVID-19 pandemic, the audit team was unable to travel to Montreal, Canada, the seat of the Fund Secretariat. Therefore, the team relied on information and documentation provided by the Fund Secretariat, in addition to data in Umoja, and a number of online meetings. The audit was conducted in accordance with the International Standards for the Professional Practice of Internal Auditing. [2:  The Enterprise Resource Planning System of the United Nations.] 

Results of the audit

At the conclusion of the audit, OIOS made the following six recommendations, classified as “important”[footnoteRef:3] that would need to be addressed by the Fund Secretariat (five recommendations) and UNEP as the Treasurer of the Multilateral Fund (one recommendation): [3:  According to the OIOS classification, “Important recommendations” address those risk issues that require timely management attention; failure to take action could have a high or moderate adverse impact on the Organization. “Critical recommendations” address those risk issues that require immediate management attention; failure to take action could have a critical or significant adverse impact on the Organization.] 

(a) Bring to the attention of the Executive Committee the need to further enhance performance indicators that measure the achievement of outcomes of its gender mainstreaming activities;
(b) Bring to the attention of the Executive Committee the need to develop an enterprise risk management framework for more effective identification, assessment, and management of risks;
(c) Bring to the attention of the Executive Committee the need for more effective analysis of root causes for delays in project implementation and take corrective action to address the systemic issues;
(d) Remind implementing agencies to ensure compliance with the Executive Committee’s decisions on project completion and reporting;
(e) Implement its action plan to address the delays in financial closure of projects beyond the twelve-month limit stipulated by the Executive Committee; and
(f) Develop an action plan to address the long-outstanding advances relating to the Multilateral Fund for the Implementation of the Montreal Protocol and resolve them.
After careful consideration of the recommendations and further discussions with the audit team, the Chief Officer, on behalf of the Fund Secretariat, accepted the recommendations from the auditors, provided comments and indicated that by 31 December 2021 all six recommendations would be addressed. 
The report of the Audit of the United Nations Environment Programme Secretariat for the Multilateral Fund for the Implementation of the Montreal Protocol is attached to the present document.
Actions taken to address the audit recommendations 

Table 1 presents, for each of the six recommendations, comments to OIOS by the Fund Secretariat (for recommendations 1 to 5) and the Treasurer (for recommendation 6), the action that has been taken since the finalization of the audit and relevant dates. In line with the established procedures, the Fund Secretariat will inform UNEP of the implementation of the recommendations for it to formally request their closure by OIOS.
Table 1. Comments and actions taken on the recommendations of the OIOS report
	Recommendation
	Comments and actions taken

	1. The Fund Secretariat should bring to the attention of the Executive Committee the need to further enhance the performance indicators that measure the achievement of outcomes of its gender mainstreaming activities.
	During the period of the audit, the Fund Secretariat informed the auditors that the policy on gender mainstreaming for Multilateral Fund-supported projects was approved by the Executive Committee at its 84th meeting. Immediately after the adoption of the policy, all projects submitted from the 85th meeting onwards have included a reference to the implementation of the gender policy, including, in several cases, indicators and outcomes of the activities being proposed as well as achievements in line with the gender policy. After considering this information, the auditors considered it relevant to maintain Recommendation 1 in their report.
In addressing Recommendation 1, on 12 November 2021 the Fund Secretariat sent an official communication to the bilateral and implementing agencies, informing them of the need to further enhance the performance indicators that measure the achievement of outcomes of gender mainstreaming activities and to report as per the indicators in future project proposals.
The Executive Committee may also wish to note that in line with decision 84/92(e), the Secretariat will review the implementation of the operational policy on gender mainstreaming and will prepare a report for consideration by the 89th meeting. The report will refer to performance indicators used by the agencies that measure the achievement of outcomes of gender mainstreaming activities in project proposals. 

	2. The Fund Secretariat should bring to the attention of the Executive Committee the need to develop an enterprise risk management framework for more effective identification, assessment, and management of risks.
	During the period of the audit, the Fund Secretariat informed the auditors that it had consulted the implementing agencies on whether they had an operational enterprise risk management (ERM) framework in place; the agencies confirmed that they have in place and apply their own ERM frameworks.
The Executive Committee may wish to note that UNEP is currently implementing its plan for the development of an ERM[footnoteRef:4] framework in line with the UN-Secretariat Enterprise Risk Management and Internal Control Policy and Framework as adopted by the Secretary-General in May 2011, according to which ERM is linked with the accountability framework, the internal control framework, delegation of authority and results-based management. [4:  ERM facilitates effective strategic decision-making as it provides management with the tools to fully understand the root causes of risk and design response strategies. ERM has emerged as a structured and disciplined approach aligning strategy, processes, people, technology, and knowledge with the purpose of evaluating and managing the uncertainties an organization faces as it pursues its objectives.] 

In addressing Recommendation 2, the Fund Secretariat will follow relevant UNEP policies and arrangements on this matter, including the designation of two staff members as ERM focal points.

	3. The Fund Secretariat should bring to the attention of the Executive Committee the need for more effective analysis of root causes for delays in project implementation and take corrective action to address the systemic issues.
	During the period of the audit, the Fund Secretariat informed the auditors that the causes for delays in project implementation were continuously brought to the attention of the Executive Committee in inter alia the following meeting documents:
· Report on projects with specific reporting requirements, which presents the reasons for delays and proposes corrective actions by the Governments of the countries concerned and/or the bilateral and implementing agencies; 
· Tranche implementation delays, which presents an analysis of each of the tranches of multi-year agreement projects that are due but not submitted to the meeting concerned, the reasons for the delays, the impact on compliance with the countries’ obligations under the Montreal Protocol, and corrective actions;
· Progress reports, during the preparation of which the Secretariat discusses each project with implementation delays in detail with the relevant agency, and proposes corrective measures.
After considering the information contained in the above-mentioned documents, the auditors considered it relevant to maintain Recommendation 3 in their report.
In addressing Recommendation 3, on 12 November 2021 the Fund Secretariat sent an official communication to the bilateral and implementing agencies requesting them to expand further on the analysis of root causes for delays in project implementation and provide further evidence that action is being taken to address the systematic issues. These actions will be reflected in the relevant meeting documents addressing delays in project implementation.

	4. The Fund Secretariat should remind implementing agencies to further enhance compliance with the Executive Committee’s decisions on project completion and reporting.
	During the period of the audit, the Fund Secretariat informed the auditors that prior to each meeting of the Executive Committee, the Fund Secretariat hosts inter-agency coordination meetings (IACMs) with the bilateral and implementing agencies. During these meetings, extensive discussions are held addressing relevant matters, including the status of project completion and reporting. 
As a result of the discussions with bilateral and implementing agencies, the number of outstanding reports has been reduced (i.e., only 9 reports outstanding for multi-year projects out of the 208 that have been completed; only 3 reports outstanding for individual projects out of 1,856 that have been completed; and 13 reports outstanding for non-investment projects out of 1,234 that have been completed).
After considering this information, the auditors considered it relevant to maintain Recommendation 4 in their report.
In addressing Recommendation 4, on 12 November 2021 the Fund Secretariat sent an official communication to the bilateral and implementing agencies reminding them of the need to further enhance compliance with the Executive Committee’s decisions on project completion and reporting.
The Executive Committee may also wish to note that the Fund Secretariat will continue discussing this matter with bilateral and implementing agencies during the IACMs and when discussing relevant meeting documents.

	5. The Fund Secretariat should implement the elements of the action plan to address the delays in financial closure of projects beyond the twelve-month limit stipulated by the Executive Committee.
	During the period of the audit, the Fund Secretariat informed the auditors that the elements of an action plan to address closure of projects have been in place since the 28th meeting, and have been implemented since then. Specifically: 
· Operationally completed projects are closely monitored until the projects are financially closed and balances are returned to the Multilateral Fund;
· For projects whose financial closure has gone beyond the twelve-month limit, the Fund Secretariat discusses with the relevant agency the reasons for such delays and agrees on a completion date, and informs the Executive Committee accordingly; and
· A report on balances and availability of resources, providing information on the financial closure and the return of funds from completed projects, is submitted at each meeting of the Executive Committee. 
In their report, the auditors mentioned that the Fund Secretariat noted that the issue of financial closure of projects is a major concern for the Executive Committee. Therefore, several specific decisions had been adopted by the Executive Committee. The Fund Secretariat has held regular discussions with bilateral and implementing agencies and developed an action plan so that projects that have been completed can be financially closed. As a result of these efforts, a total of US $32.1 million has been returned to the Multilateral Fund since 2018. These funds have been reprogrammed for additional phase-out activities in Article 5 countries.
After considering this information, the auditors considered it relevant to maintain Recommendation 5 in their report.
In addressing Recommendation 5, on 12 November 2021 the Fund Secretariat sent an official communication to the bilateral and implementing agencies reminding them to rigorously implement all the elements of the action plan in place since the 28th meeting and adhering to all subsequent decisions, and to financially close all project no later than the twelve-month limit stipulated by the Executive Committee.

	6. UNEP should develop an action plan to address the long-outstanding advances relating to the Multilateral Fund for the Implementation of the Montreal Protocol and resolve them.
	In addressing Recommendation 6, the Treasurer informed that it has been working closely with the United Nations Office at Nairobi and the UN Headquarters to offset long-outstanding advances from 2015 onwards, against annual expense reports received from the implementing agencies. This exercise will also cover the one-off adjustment made in 2015, to rectify the expense record of some agencies when they converted from the United Nations System Accounting Standards (UNSAS) to the International Public Sector Accounting Standards (IPSAS). 



Recommendation

The Executive Committee may wish:
(g) To note the report of the audit by the United Nations Environment Programme Secretariat of the Multilateral Fund for the Implementation of the Montreal Protocol (Assignment No. AA2021-220-01) conducted by the Office of Internal Oversight Services (OIOS), as attached to document UNEP/OzL.Pro/ExCom/88/2/Add.1;
(h) To note that the Fund Secretariat and the Treasurer had taken specific actions to address the six recommendations contained in the report mentioned in sub-paragraph (a) above;
(i) To request the Fund Secretariat, the Treasurer and the bilateral and implementing agencies to implement the recommendations made by OIOS and to include information in that regard in the relevant meeting documents; and 
(j) To request the Fund Secretariat to communicate to OIOS, through the Executive Director of UNEP, that the Executive Committee has given due consideration to the recommendations contained in the OIOS report, and noted the actions that the Fund Secretariat, the Treasurer and the bilateral and implementing agencies had taken to address them. 
	
	
	
	
	



Pre-session documents of the Executive Committee of the Multilateral Fund for the Implementation of the Montreal Protocol are without prejudice to any decision that the Executive Committee might take following issuance of the document.
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