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Report on the Performance Audit of UNDP’s Engagement with the Green Climate Fund
Executive Summary

The UNDP Office of Audit and Investigations (OAIl) conducted a performance audit of UNDP’s Engagement with
the Green Climate Fund (the Engagement) from 18 June to 15 August 2018. The audit aimed to assess the
effectiveness of UNDP’s management and implementation of the Green Climate Fund (GCF) portfolio,
including portfolio performance, organizational structure, support and oversight.

The audit covered the activities of the Engagement’s portfolio from 1 January 2015 to 30 June 2018. The
Engagement recorded programme and management expenses of approximately $20.5 million. This was the first
audit of the Engagement.

Performance auditing is an independent examination of a programme, function, operation, project, or the
management systems and procedures of an entity, to assess whether the entity is achieving economy, efficiency,
and effectiveness in the employment of available resources. The audit was conducted in conformance with the
International Standards for the Professional Practice of Internal Auditing.

Overall audit rating

OAl assessed the Engagement as satisfactory, which means “The assessed governance arrangements, risk

management practices and controls were adequately established and functioning well. Issues identified by the

audit, if any, are unlikely to affect the achievement of the objectives of the audited entity/area.”

Good practices

(@) The UNDP Global Environment Finance Unit (UNDP-GEF) developed the Project Information System (PIMS+),
to help the Unit in providing oversight, tracking key project milestones, and ensuring compliance with the

requirements of the respective Vertical Funds, including the GCF.

(b) The Bureau for Policy and Programme Support team developed a set of 17 questions, which was used to
evaluate the implementing partners’ capacity to implement the GCF-funded projects.

Key recommendations: Total = 4, high priority = 1
For the high (critical) priority recommendation, prompt action is required to ensure that UNDP is not exposed to

high risks. Failure to take action could result in major negative consequences for UNDP. The high (critical)
priority recommendation is presented below:

Slow GCF project The pace of the implementation of the fully funded projects had been slower
implementation than originally anticipated and as outlined in annual work plans. The audit team
(Issue 4) noted that while funds had been disbursed by the GCF to UNDP, the

implementation of these projects had been minimal, while in some cases, no
expenses had been incurred as of late October 2018.

Through discussions with the Bureau for Policy and Programme Support and
Country Offices, as well as a review of the 2017 Annual Performance Reports, the
following were noted as underlying reasons for the slow implementation: (a)
absence of operational assessment of Country Offices; and (b) delays in
establishing the Project Management Units.
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R About the Engagement

Vertical Funds are non-core funds that are earmarked for a single area of development and governed by steering
committees, which decide on funding portfolios and allocation criteria. The main Vertical Funds include the
Global Environment Facility, Global Fund, Multilateral Fund for the Implementation of the Montreal Protocol,
and the Green Climate Fund (GCF). Contributions to Vertical Funds totalled approximately $879 million in 2016,
accounting for approximately 18 percent of total contributions to UNDP.2

The GCF is a fund established within the framework of the United Nations Framework Convention on Climate
Change to assist developing countries in adaptation and mitigation practices to counter climate change. The
GCF Secretariat is based in the Republic of Korea and is governed by a Board of 24 members. The GCF continues
to grow as the largest international climate fund that helps developing countries to respond to climate change.

UNDP is one of the first entities accredited by the GCF and considered as a key partner. UNDP’s accreditation was
granted in March 2015. UNDP and the GCF entered into an Accreditation Master Agreement in August 2016. The
Accreditation Master Agreement is the central instrument that sets out the basic terms and conditions when
using GCF resources. One aspect of the GCF is the Readiness Project.

In September 2016, UNDP and the GCF signed the Framework Readiness and Preparation Support Grant
Agreement, which governs UNDP’s engagement with those countries that have selected UNDP as a delivery
partner for various GCF-funded climate Readiness Project activities. At the time of the audit, GCF and Preparatory
Support grants had been approved by the GCF for 20 countries supported by UNDP. National Adaptation Plan
grants had been approved by the GCF for six countries. The National Adaptation Plan provides a continuous,
progressive and iterative process which follows a country-driven, gender-sensitive, participatory and fully
transparent approach.

In UNDP, the global environmental Vertical Funds are administered by the UNDP-Global Environment Finance
Unit (UNDP-GEF) in the Sustainable Development Cluster of the Bureau for Policy and Programme Support
(BPPS).

1. Audit Objectives

The objective of the audit was to examine the effectiveness of UNDP’s Engagement with the GCF, including
portfolio performance, organizational structure, support and oversight.

To form a conclusion, the audit aimed to answer the following questions:
Question 1: Has UNDP established adequate governance structures to manage the GCF portfolio?

1.1 Has BPPS established an appropriate governance structure, guidance, and technical support to ensure
successful implementation of the GCF portfolio?

1.2 Have Regional Bureaux provided effective support, in consultation with BPPS, to Country Offices and
implemented appropriate controls to mitigate risks associated with the implementation of GCF
projects?

1.3 Have Country Offices established adequate governance, risk management and control systems to
effectively implement the GCF projects?

2 UNDP Funding Compendium, 2016
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Question 2: Was UNDP delivering on its projects and commitments to the GCF Secretariat in terms of reporting,
achieving the portfolio objectives, and meeting partners’ expectations?

2.1 To what extent is the progress in project implementation aligned to the agreed work plans?
2.2 To what extent is reporting to the GCF timely and of quality?
2.3 To what extent are the results achieved meeting the National Designated Authorities’ expectations?

lll.  Audit Methodology

The audit mainly built on document reviews, interviews, and written inquiries. The audit team held discussions
with all 5 Regional Bureaux, 9 selected Country Offices, and Regional Technical Advisors in all 5 Regional Hubs.
Further, the audit team sent out a questionnaire to the 17 Country Offices implementing GCF projects, and to
their national counterparts (17 National Designated Authorities).

Question 1 was addressed through a systematic review of the management structure, interactions between
BPPS, Regional Bureaux, and Country Offices. This was complemented with interviews with key staff.

Question 2 was addressed through analysis of the progress made in the implementation of the GCF projects,
including through interviews and surveys to National Designated Authorities and UNDP Country Offices.

The audit team reviewed the various Project Documents and available monitoring reports. This was
complemented with interviews with project staff. The audit team did not visit any Country Offices or Regional
Hubs, as the projects were in the early phases of implementation.

V. Audit Criteria

The main audit criteria for this audit were the Financing Agreements and the related standard operating
procedures (SOPs). Further, in order to form a conclusion against the audit objectives, the following high-level
criteria were adopted.

Question 1: Has UNDP established adequate governance structures to manage the GCF portfolio?

A Per the UNDP Accountability Framework, responsibilities and accountabilities should be consistent,
clearly defined, and formally delegated.

A The Regional Bureaux terms of reference, following the structural review, provide for an enhanced
oversight role across all aspects of Country Office programmatic and operational activities. Regional
Bureaux are expected to: (1) support Country Offices to implement corporate financial policies; (2) act as
the first point of contact to provide Country Office financial advisory services; and (3) provide
coordination for more complex Bureau for Management Services financial advisory to Country Offices,
as needed.

A The UNDP policy on enterprise risk management outlines the objectives of UNDP's enterprise risk
management system and the details of the enterprise risk management process.

A Section 4 of the UNDP Strategic Plan 2014-17 emphasizes the need for cooperation with emerging
partners to “advance on shared goals.”
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A Inthe funding proposal, UNDP stated that it will perform monitoring and reporting throughout the
reporting period in accordance with the Accreditation Master Agreement and that UNDP has the

country presence and capacity to perform such functions. Generally, key technical resources are
available at both the Regional Hub and Headquarters levels.
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