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Note by the secretariat

1. The UNFCCC financial procedurest! require that a final audited statement of accounts
for the full financial period be provided to the Conference of the Parties as soon as possible
after the accounts for the financial period have been closed. They also stipulate that the
accounts and financial management of all funds governed by the financial procedures shall
be subject to the internal and external audit process of the United Nations.

2. The United Nations Board of Auditors has audited the financial statements for 2023.
The full text of the Board’s report and of the audited financial statements is included in the
annex and reproduced as received, with the original pagination. The secretariat’s response to
the audit recommendations is contained in the addendum to this document.?

3. The Subsidiary Body for Implementation is invited to take note of the information
contained in the audited financial statements and the report of the Board. It may also wish to
recommend appropriate actions in draft decisions on administrative and financial matters for
consideration and adoption by the Conference of the Parties at its twenty-ninth session, the
Conference of the Parties serving as the meeting of the Parties to the Kyoto Protocol at its
nineteenth session and the Conference of the Parties serving as the meeting of the Parties to
the Paris Agreement at its sixth session.
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1 Decision 15/CP.1, annex I.
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for the year ended 31 December 2023

Note

Symbols of United Nations documents are composed of letters combined with
figures. Mention of such a symbol indicates a reference to a United Nations
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Chapter I

United Natons Framewerk Comvention on Climate Change

Report of the Board of Auditors on the financial statements:

audit opinion

Opinion

We have audited the financial statements of the United Nations Framework
Convention on Climate Change (UNFCCC) which comprise the statement of
financial position (statement I} as at 31 December 2023, the statement of financial
performance (statement IT), the statement of changes in net assets (statement IIT),
the cash flow statement (statement IV) and the statement of comparnson of budgets
to actual amounts (statement V) for the vear then ended. as well as the notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, m all
material respects, the financial position of UNFCCC as at 31 December 2023, and
its financial performance and cash flows for the year then ended 1n accordance with
the International Public Sector Accounting Standards (IPSAS).

Basis for Opinion

We conducted our audit in accordance with International Standards on
Auditing (ISA) and the International Standards of Supreme Audit Institutions
(ISSAT). Our responsibilities under those standards are described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of UNFCCC in accordance with the ethical requirements that are
relevant to our audit of the financial statements and we have fulfilled our other
ethical responsibilities 1n accordance with these requirements. We believe that the
aundit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Information other than the Financial Statements and Auditor’s Report thereon

Management is responsible for the other information. The other information
comprises the financial report for the year ended 31 December 2023 included 1n
chapter IV. but does not include the financial statements and our auditor’s report
thereon.

Qur opinion on the financial statements does not cover the other information
and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility 1s
to read the other information and. in doing so. consider whether the other
information 1s matenally inconsistent with the financial statements or our
knowledge obtaimned in the audit or otherwise appears to be matenially misstated.
If. based on the work we have performed. we conclude that there 1s a matenal
muisstatement of this other information. we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Management and Those Charged with Gevernance for the
Financial Statements

Management 1s responsible for the preparation and fair presentation of the
financial statements 1n accordance with IPSAS and for such internal control as
Management determines 1s necessary to enable the preparation of finanecial
statements that are free from material misstatement. whether due to fraud or error.

In preparing the financial statements. Management 1s responsible for
assessing UNFCCC's ability to continue as a going concern. disclosing., as
applicable, matters related to going concern and using the going concern basis of
accounting unless Management either intends to liquidate UNFCCC or to cease
operations, or has no realistic alternative but to do so.
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Those charged with governance are responsible for overseeing UNFCCC’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud
or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance 1s a high level of assurance, but 1s not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if
mdividually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

(a) Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform aundit
procedures responsive to those nisks. and obtain audit evidence that 1s
sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud 1s higher than
for one resulting from error, as fraud may invelve collusion, forgery.
intentional omissions, misrepresentations or the override of internal
control;

(b) Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate 1 the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of
UNFCCC’s internal control;

(c) Ewvaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
Management;

(d) Conclude on the appropriateness of Management’s use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on UNFCCC’s ability to continue as a going
concern. If we conclude that a matenal uncertainty exists, we are
required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However.
future events or conditions may cause UNFCCC to cease to continue as
a going concern; and

(e) Ewvaluate the overall presentation. structure and content of the financial
statements. including the disclosures, and whether the financial
statements represent the underlying transactions and events in a manner
that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings.
mcluding any significant deficiencies in internal control that we identify during our
audit.
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Report on other legal and regulatory requirements

Furthermore, 1n our opinion, the transactions of UNFCCC that have come
to our notice or that we have tested as part of our audit have. 1n all significant
respects, been in accordance with the Financial Regulations and Rules of UNFCCC
and legislative authority.

In accordance with Article VII of the United Nations Financial Regulations
and Rules, we have also 1ssued a long-form report on our audit of UNFCCC.

> b
i B

Auditor General of the People’s Republic of China
Chair of the Board of Auditors

ﬁ o P

(Signed) Pierre Moscovici
President of the French Cour des comptes

(Lead Audaitor)

(Signed) Dorothy Pérez Gutiérrez
Acting Comptroller General of the Republic of Chile

24 July 2024

h
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Chapter I1
Long-form Report of the Board of Auditors

Summary

The United Nations Framework Convention on Climate Change (UNFCCC) 15
an international environmental treaty adopted in 1992 that entered 1nto force 1n 1994
Its objective 1s to stabilize greenhouse gas concentrations in the atmosphere at a level
that will prevent dangerous human nterference with the climate system. The Board of
Auditors audited the financial statements and reviewed the operations of UNFCCC for the
year ended 31 December 2023. The audit was carried out at the premises, in Bonn
(Germany), from 6 to 17 November 2023 for the interim and the final audit was
conducted on site, in Bonn (Germany) from 2 to 26 April 2024,

Audit opinion

The Board has 1ssued an unqualified audit opmion on the financial statements for
the period under review as reflected i chapter I

Overall conclusion

Total revenue has increased by 2.7 per cent. reaching $115.7 million. UNFCCC
is mainly funded through contributions and service fees. In 2023, total contributions
amounted to $88. Onullion. These contributions included $32.8 million of indicative
contributions and $55.2 million of voluntary contributions. The total revenue increase
1s mainly due to the growth of voluntary contributions, a result of UNFCCC enhanced
fund-raising efforts and the recognition of $7.5 million contribution for the Santiago
network for loss and damage. Total expenses have decreased by 6.2 percent. reaching
$124.3 nullion. This decrease 1s mainly due to a one-time transfer of $20.0 million from
the Clean Development Mechanism Trust Fund surplus to the World Bank hosted
Adaptation Fund. occurred 1 2022. The total deficit noted 1n 2023 amounted to $8.6
million representing 7.5 per cent of total revenues recerved m 2023

The 2023 financial statements were presented for audit on 31 March 2024, The
Board highlighted and discussed a number of issues when reviewing the financial records
of UNFCCC for the year ended 31 December 2023 that were well adjusted by UNFCCC
1n the final financial records submitted on 6 May 2024

Key findings

This year, on top of reviewing the impletion of previous recommendations and
anditing the financial statements, the Board focused its work on the audit of: the
management of budget processes; the outcomes of the “fit for purpose™ mitiative launched
1n 2018 to better adapt the UNFCCC Secretariat to its evolving missions; and the remaining
challenges in terms of matching the governance and resources of the UNFCCC Secretariat
to its mandate.

The management of budget processes
UNFCCC budgetary procedures applicable

The UNFCCC Secretariat applies specific budgetary procedures set by first
Conference of the Parties in 1995, The programme budget 15 bi-annual. It 15 adopted by
consensus by the Conference of the Parties (COP). after consideration by the Subsidiary
Body for Implementation. This budget. also called “core budget”. 1s funded by
contributions by the Parties which are paid annually. following an indicative scale based
on the United Nations scale of assessments. The resources of the Secretariat also comprise
voluntary contributions made by Parties, which can be earmarked and are channelled
through vanous trust funds. To ease budget implementation. the COP regularly authorizes
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the Executive Secretary to make transfers between the appropnation lines of the core
budget, up to certam limits. The COP requests the Executive Secretary to prepare annual
reports on budget performance and programme delivery covering 12 and 24 months of the
bienninm.

Budget preparation, planning and appropriation

The Secretariat’s programme budget proposal 1s built on the identification of
the needs over the two following years. Meant to provide detailed elements to
inform the Parties, this proposal currently encompasses several scenarios which are
cumbersome to elaborate and rely on the identification of different categories of
activities of the Secretariat. The programme budget proposal has limited
information regarding the justification of the categorization of activities. The
internal preparation of this programme budget proposal also suffers from a lack of
strategic guidance. Supplementary funding through wvoluntary contributions
contribute as well to the financing of these missions, including on mandated
activities, although these voluntary resources, agreed bilaterally with each donor,
are by design not subject to an approval by the COP. In any case, the appropriation
process remains largely a formality, with few inputs from Parties, even though the
Secretariat is making every effort to involve them ahead of the session.

Budget implementation

Getting accurate data on budget implementation is not an easy task. The
UNFCCC Secretariat relies more and more on voluntary resources to cover its
needs. m a context of constraint core budget. However, raising these supplementary
funds 1s challenging. and their lack of flexibility and predictability constrains budget
execution. There 1s also a need to improve the tools and better define the rules
related to the management and overseeing of budget implementation.

Accountability on budget management and reporting on performance

The reporting on budget management and performance to the Parties is
lacking of consistency and transparency, not providing an understanding of the main
dynamics, in particular consumption in relation to appropriation lines and different
funding sources, as well as suffering from approximations and gaps. Numerous
indicators exist to report on the work programs, but without allowing for an overall
view. Other types of reporting are provided, but of a purely narrative nature and
lacking coherence with one another.

Qutcomes of the “fit for purpose™ initiative launched in 2018 to better adapt the
UNFCCC Secretariaf fo its evolving missions

The broad ambition to adapt the UNFCCC Secretariat and the focus on
organizational matters

In 2018, the UNFCCC Secretariat set the objective of moving towards a “fit-
for-purpose” Organization, in order to better support the Parties in the
implementation of the Convention, the Kyoto Protocol and the Paris agreement mn
response to the climate change agenda. A thorough review of the Secretanat’s
organization was launched internally. with the meaningful support of a consulting
firm. Although the initial ambition was broad. its implementation essentially
focused on organizational 1ssues.

Reinforcement of oversight and cross-cutting functions

The restructuring resulted in the creation of an organizational development
and oversight unit, two cross-cutting divisions, as well as program and operations
coordination departments. An important effort was made to appomnt staff to
implement the new organization. The creation of the intergovernmental support
function was perceived as a success. The reform also resulted into a clustering of
administrative teams. which has brought some advantages. However, for many staff.,
it was felt that admimistrative processes had not improved dramatically after the
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restructuring. Difficulties in terms of human resources management have also been
highlighted, on which the UNFCCC Secretariat has recently taken action.

The absence of assessment of the reform’ impact

No formal assessment of the restructuring has been carried out by the
UNFCCC Secretariat in spite of demands expressed by the Parties and of a previous
recommendation by the Board of Auditors. Some indicators were lately proposed.
but they have barely been shared internally and have not been used as a tool to assess
the benefits of the change or to steer further adjustments. A staff survey also raised
concerns about the effects of restructuring on the personal situation of some staff.

Recent adjustment of the restructuring on strategic functions

An adjustment to the restructuring was announced by the Executive Secretary
in March 2024 It entails a strengthening of the role of the Deputy Executive
Secretary on strategic functions linked to human resources management. resource
mobilization partnerships and legal affaurs. This evolution overrides part of the
previous restructuring, and the UNFCCC Secretariat specified that the aim of the
realignment was to increase operational efficiency and facilitate better use of human
and financial resources. An evaluation framework would be needed to measure the
impact of the recent changes made better than was possible under the previous
restructuring.

Remaining challenges in terms of matching the governance and resonrces of the
UNFCCC Secretariaf fo ifs mandate

The risk of being overwhelmed with new mandates

The risk exists for the UNFCCC Secretariat of being overwhelmed with new
mandates. The Secretariat does not rely on a single list of workstreams related to
the implementation of mandates decided by the Parties, thus hindering the follow-
up 1n the progress of the fulfilment of mandates. However, there 1s a consensus on
the fact that the number of mandates continuously increases. in parallel to the
increase of activities of the Convention’s governing bodies.

The budgetary risk associated with the heavy reliance on supplementary funding

The madequacy of the cycle of adoption of new mandates with the budgetary
cycle leaves the implementation of new mandates largely if not exclusively
dependent on voluntary resources for at least one or two years. The reliance on this
supplementary funding 1s increased by the shortfall on core budget, as not all key
mandated activities can be covered by the indicative contributions of the Parties.
However, the mobilization of voluntary resources to meet the needs associated with
the implementation of new mandates has so far only been targeted at a limited
number of Parties.

Cascading difficulties avising from the significant dependence on voluntary
contributions

The significant dependence on voluntary funding introduces many
uncertainties. as the UNFCCC Secretanat relies less predictable and flexible
resources to carry out core mandated activities. Earmarking can prevent the use of
some voluntary funds on high-stake priorities identified by the Secretariat. The
Secretariat, faced with high political expectations on new decisions by the Parties,
tends to disregard the fact that actions of the Secretariat called for in COP/SB
decisions should be undertaken subject to the availability of financial resources. It
starts to fulfil mandated activities by using voluntary resources and shifting or
borrowing financial resources and staff time from sufficiently funded workstreams,
which does not represent a desirable management practice. In addition, the
Secretariat finds 1t difficult to fill positions financed through voluntary funds.
Concerns have alse been expressed on the financing of support services 1n these
conditions, even 1f the current levy of 13 per cent to support back office functions
appears comparatively high
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The UNFCCC Secretariat’s strategy to overcome these challenges

The UNFCCC Secretariat 1s aware of the challenges that this misfit between
its objectives and its funding induces. It is thus working on strategic documents and
an annual “executive workplan™. Yet, the annual workplan is not linked to mandates,
although 1t could have been the opportunity to clarify the contribution of the
different activities and workstreams towards the achievement of the mandates. The
Secretariat 1s establishing de facto priories at different stages of the elaboration and
implementation of its work programme. in the absence of prioritization by the
Parties in the mandates. The difficulty to raise sufficient funds to meet all objectives,
the misalisnment of the adoption of new mandates and budget decisions, and the
hindrances entailed by the heavy reliance on voluntary funding argue in favour of
establishing clear priorities that would allow the UNFCCC Secretariat to secure the
delivery of high-stake expectations. However. this goal cannot be pursued if
attention 1s not also paid to proposals that could increase collaboration between
divisions, allow for efficiency gains and alleviate the collective burden of teams. In
any case, these considerations on priority setting in the Secretariat’s activities would
benefit from being shared with Parties. and articulated with broader reflections on
the efficiency of the Convention’s processes.

Recommendations

The Board has made § new recommendations based on its audit. Details of
how they can be mmplemented are provided throughout the report. notably in
paragraphs immediately following the formulation of each recommendation.

The Board recommends that the UNFCCC Secretariat:
The management of budget processes

(a) inform and consult the Parties far ahead of the budget appropriation
process on the main elements and scenarios of the next budget cvcle, to better
take into account their concerns:;

(b) develop a harmonized monitoring tool on budget implementation, enhance
budget management oversight, and provide appropriate justification for any core
budget reallocation;

(c) present to the Conference of Parties and implement a strategy to improve
the quality and coherence of its reporting on budget management and performance.

Ontcomes of the “fit for purpose” initiative launched in 2018 to better adapt the
UNFCCC Secretariat to its evolving missions

(d) set up and monitor indicators on the effectiveness and efficiency of the most
critical processes for the functioning of the Secretariat and staff engagement and
well-being;

Remaining challenges in terms of matching the governance and resources of the
UNFCCC Secretariaf fo its mandate

(e) widen the base of the contribution to mandated activities by sending
fundraising letters for voluntary resources to an extended list of Parties;

(f) submit to the Parties a new methodology for budget proposal and approval,
to better address challenges linked to: (i) the context of increasing new mandates, (ii)
the misalignment of the timeframe for mandate adoption and budget appropriation,
and (iii) the need to define and approve high stake priorities along with the budget
necessary for their implementation.

(g) present to the Parties a strategy to increase significantly its efficiency and
effectiveness in the next three vears, and report vearly on the results reached;

(h) regularly report om its strategic approach (strategic plan, delivery of
mandates, prioritization criteria) to the Parties, including through the Bureau of the
Conference of Parties, to guarantee accountability and increase alignment with
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considerations of the Subsidiary Body for Implementation concerning the efficiency
of the Conference’s processes.

Previous recommendations

Out of 26 outstanding recommendations at the end of 2022, 17 have been
implemented (representing 65 per cent of all outstanding recommendations, compared
with 47 per cent in the report for 2022), while seven remain under implementation (27 per
cent) and two are considered as overtaken by events (8 per cent). When excluding
recommendations overtaken by event from the scope, the implantation rate m 2023
amounts to 71 per cent.

10
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Key facts

$115.7 million Revenue
$124.3 million  Expenses
$8.6 million  Deficit for the year
$273.9 million Assets
$195.5 million Liabalities
$78.4 million  Total net assets
441  Staff

Mandate, scope and methodoelogy

1. The United Nations Framework Convention on Climate Change (UNFCCC) is an
international environmental treaty that entered into force in 1994. Its objective is to
stabilize greenhouse gas concentrations in the atmosphere at a level that will prevent
dangerous human interference with the climate system. In 1997, the Kvoto Protocol has
been concluded and established legally binding obligations for developed countries to
reduce their greenhouse gas enussions. In 2015, the Pans agreement has adopted
govemning emission reductions as from 2020 by means of countries committing to
Nationally Deternmned Contributions. The work of UNFCCC 1s facilitated by its
Secretariat located in Bonn, Germany.

2. The Board of Auditors (Board) has andited the financial statements of UNFCCC and
reviewed its operations for the year ended 31 December 2023 1 accordance with General
Assembly resolution 74 (I) of 1946. The audit was conducted in conformity with Article
VII of the Financial Regulations and Rules of the United Nations and the annex thereto
and m accordance with the International Standards on Auditing (ISA) and the
International Standards of Supreme Audit Institutions (ISSAIs). These standards require
that the Board comply with ethical requirements and plan and perform the audit to obtamn
reasonable assurance as to whether the financial statements are free from material
misstatement.

3. The audit was conducted primarily to enable the Board to form an opinion as to
whether the financial statemenis presented fairly the financial position of UNFCCC as at
31 December 2023, in accordance with the International Public Sector Accounting
Standards (IPSAS). This mcluded an assessment as to whether the expenses recorded mn
the financial statements had been incurred for the purposes approved by the bodies and
whether revenue and expenses had been properly classified and recorded 1n accordance
with the United Nations Fmancial Regulations and Rules and financial procedures
approved by the Conference of the Parties (COP) 1n Decision 15/CP.1 and IPSAS. The
audit included a general review of the financial systems and internal controls and a test
examination of the accounting records and other supporting evidence to the extent that
the Board considered necessary to form an opinion on the financial statements.

4. In addition to auditng accounts and financial transactions, the Board carried out
reviews of the UNFCCC operations under United Nations Financial Regulation 7.5. This
enables the Board to make observations with respect to the efficiency of the finanecial
procedures, the accounting system, internal financial controls and, in general the
administration and management of UNFCCC operations. The Board focused its audit,
among others, on finance, the management of budget processes and the “fit-for-
purpose” approach of the Secretariat. The Board also followed up on its previous
recommendations. These matters are addressed in the relevant sections of this report.

5. The audit was carried out at the premises from 6 to 17 November 2023 and from 2
to 26 April 2024 This mcluded the final audit of the financial statements. The UNFCCC
audit included a review of the mternal contrels and accounting systems and procedures
only to the extent considered necessary for the effective performance of our examination.

11
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6.  The present report covers matters that. in the opinion of the Board, should be
brought to the attention of the Conference of the Parties.

7.  The Board’s observations and conclusions were discussed with the UNFCCC
Secretariat whose views are appropriately reflected in the report.

Findings and recommendations

8. This year. on top of reviewng the impletion of previous recommendations (see sect.
1) and auditing the financial statements (see sect. 2), the Board focused 1ts work on the
audit of: the management of budget processes (see sect. 3), the outcomes of the “fit for
purpose” mtiative launched i 2018 to better adapt the UNFCCC Secretariat to its
evolving missions (see sect. 4) and the remaming challenges 1n terms of matching the
governance and resources of the UNFCCC Secretariat to its mandate (see sect. 5).

Follow-up of previous recommendations

9. Out of 26 outstanding recommendations at the end of 2023, 17 have been
implemented (representing 65 per cent of all outstanding recommendations, compared
with 47 per cent in the report for 2022), while seven remain under implementation (27 per
cent) and two are considered as overtaken by events (8 per cent). When excluding
recommendations overtaken by event from the scope, the implantation rate m 2023
amounts to 71 per cent.

10. Details of the status of implementation of the recommendations are shown in the
annex to the present report.

Finance

11. The financial overview shows a total deficit of $8.6 nullion representing 7.5 per cent
of total revenues recerved in 2023, and that net assets have decreased by 15.9 mullion at
vear-end 2023. The quality check of the financial statement has been strengthened.
resulting in fewer errors of all kinds and there were no substantial adjustments dunng
the audit. m contrast to last year. Implementation of compensatory measures have
been taken to improve the mitigation of cybersecurity risks, including through part-
time hiring of a dedicated agent and staff tramning. The review of the mternal control
process for access rights to the Umoja system also shows that risks remain limited
in this field.

Financial overview

Revenue and expenses

12. Total revenue has mcreased by 2.7 per cent. reaching $115.7 million (m 2022:
$112.7 mallion). UNFCCC 15 mainly funded through contributions and service fees. In
2023, total contributions amounted to $88. 0 milhion (in 2022: $75.8 mullion). These
contributions meluded $32.8 million (in 2022: $35.6 million) of indicative contributions
and $55.2 mallion (1n 2022: $40.2 million) of voluntary contributions. UNFCCC collected
Clean Development Mechanism (CDM) and joint implementation (JI) service fees of
§13.9 million (n 2022: $32.1 nullion). The total revenue inecrease 15 mainly due to the
growth of voluntary contributions, a result of UNFCCC enhanced fund-raising efforts and
the recogaition of $7.5 million contribution for the Santiago network for addressing loss
and damage in developing countries that are particularly vulnerable to climate change.
Indicative contributions decreased moderately mamly due to the weakenmg of the United
States dollar agamnst the Euro. There was also a sigmificant decrease in CDM and JI fees
of $18.2 million attributed to reduced volumes of Certified Emission Reduction 1ssuances
for emission reduction projects and programmes in 2023 compared to 2022

13. Total expenses have decreased by 6.2 percent, reaching $124 3 million (in 2022:
$132.5 mullion). This decrease 1s mamly due to a one-time transfer of $20.0 maillion from
the CDM Trust Fund surplus to the World Bank hosted Adaptation Fund. which occurred
in 2022 1n accordance with the decision (2/CMP.16) of the Conference of the Parties



FCCC/SBI/2024/INF.7

Unated Nahons Framework Comvention on Climate Change

serving as the meeting of the Parties to the Kyoto Protocol. There were no such high value
transactions m 2023. Expenses have globally mcreased i 2023. Travel expenses had a
total amount of $21 9 million compared to $12 4 million m 2022 The growth of $9.5
million 1s attmmbuted to ncreased activity, nise in cost of tickets, reduction mn wirtual
meetings post Covid-19 pandemic to in-person meetings and coupled with merease in the
in-person attendance at the COP 28 held m 2023. Contractual services amounting
increased by $6.3 million compared to 2022 and reached $30.5 million (in 2022: $242
million). However, the operating expenses decreased to $2.7 million in 2023 compared to
$6.4 million 1 2022 and the losses on foreign exchange and investments amounted to
$2.9 mullion 1n 2023 (2022: $6.0 million).

Figure IT T
Revenue and expenses
(Thousands of United States dollars)
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Source: Analysis made by the Board of Anditors on the basis the UNFCCC financial statements for the
year ended 31 December 2023.

14. In 2023, the revenue/expenses ratio 1s higher than 1n 2022 mostly due to the decrease
of expenses related to a one-time transfer of $20.0 milhon from the CDM Trust Fund
surplus to the World Bank hosted Adaptation Fund, which occurred mn 2022, as explamn
above.

15. The total deficit recorded 1n 2023 amounted to $8.6 million representing 7.5 per cent
of the total revenue 1 2023, compared to a deficit of $19.6 million 1n 2022, representing
17.6 per cent of the 2022 total revenue.

Assets and liabilities

16. As of 31 December 2023, the two main elements of the UNFCCC assets are cash
and mvestment balances, which totaled $230.9 pullion (in 2022: $233.1 nullion).
representing 84.3 per cent of the total assets, and $22.3 mullion of contrbutions
recervables (in 2022: $23.2 million). Contributions receivables represent amounts already
due and the outstanding over the lifetime of current agreements with donors, of which an
amount of $1 4 million (in 2022: $4.1 million) 1s due in more than one year.

17. The cash and mvestment balances are managed under a cash pool arrangement
operated by the United Nations Secretaniat m New York The returns on the UNFCCC
cash balances and mvestments totaled $9.9 million (in 2022: 4.0 million). Although., the
overall levels of these assets decreased by $2.2 million compared to 31 December 2022
Following the implementation of IPSAS 41, fair value adjustment of $0.7 million has
been recognized for mvestments including unrealized losses at 1 January 2023 of $§2.5
million and a gain during the period of $1.8 million.
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18. The most significant component of UNFCCC labilities results from employee
benefits liabilities of $147.8 million (1n 2022: $130.9 nullion). The employee benefits
liabilities represent obligations incurred at vear-end, the largest element bemng the
estimate cost of after-service health insurance (ASHI) of $133.9 million (1n 2022: $§120.0
million). In 2023, UNFCCC has accounted net actuarial loss of $6.4 million (in 2022:
gain of $40.9 million) on the ASHI hability. as disclosed in note 14 to the financial
statements, mainly due to the increase of the discount rate. In 2023, an mdependent
actuarial firm has estimated UNFCCC’s employee benefits liability, which represents the
best estimate of this liability but remains subject to a degree of uncertainty. As at 31
December 2023, the emplovee benefits liabilities also include repatriation grant for $8.3
million, and accumulated annual leave ($4.5 mulhon which are mamly booked as non-
current habilities).

19. The second most significant liability of UNFCCC relates to advance receipt of $24.7
million (in 2022: $29.8 million). The advance receipt of conditional voluntary
contributions represents $18.6 mullion (i 2022: $19.3 mullion) and the indicative
contributions recerved m advance amounted $3.2 mullion (m 2022: $2.9 mullion) as
disclosed mnote 13 to the financial statements. In accordance with IPSAS 23, the advance
receipts represent agreements where the revenue 1s recognized when the conditions set
out i the agreements are met mn future financial periods. From UNFCCC’s perspective.
these advance receipts represent commitments to donors for the provision of future
services. The recognized amount represents UNFCCC's best estimate that would be
required to settle the obligations defined 1n the conditions of the agreements.

20. The Board® analysis of capital structure ratios (table I1.1) shows that, despite the
competitive environment for donor funds. the current financial position of UNFCCC
remains sound, with a slightly decreased asset to liabilities ratio of 1.40 (1.55 m 2022).
The other ratios show the same downtrend compared to 2022 as a result of the most
mmportant increase of current liabilities. than current assets).

Table IT.1
Capital structure ratios

Description of ratio 31 Dece]:lber 31 December 31 December 31 December
2023 2022 2021 2020
Assets-to-liabilities ratio® 1.40 1.55 1.34 131
Assets/liabilities
Current ratio® 441 4.65 5.61 6.20
Current assets/current
liabilities
Quick ratio® 4.06 4.53 5.49 6.10
Cash + short-term
investments + accounts
receivable/current liabilities
Cash ratio® 3.6 4.01 5.01 5.36

Cash + short-term
investments/current liabilitie
S

Source: Board's calculations based on the UNFCCC financial statements for 2023, 2022, 2021 and
2020.

a A high ratio 1s a good indicator of solvency.

b A hugh ratio indicates an entity’s ability to pay off ifs current liabilities.

¢ The quick ratio is more conservative than the cumrent ratic becanse it excludes inventory and other
current assets, which are more difficult to tum into cash. A higher ratio means a more liquid corrent
position.

d The cash ratio is an indicator of an entity’s liquidity. It serves to measure the amount of cash, cash
equivalents or invested funds available in current assets to cover current liabilities.

14



FCCC/SBI/2024/INF.7

United Nations Frameweork Comvention on Climate Change

Figure IITT
Level of investments during the years 2019-2023
(Millions of United States Dollars)
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Source: Analysis made by the Board of Auditors on the basis the UNFCCC financial statements for 2023,
2022, 2021 and 2020- accrued interests are excluded.

21. Total mvestments, handled by the United Nations Secretanat for UNFCCC, have
increased by 0.75 per cent 1n 2023 from $199.6 million to $201.1 nullion (see figure I1.IT
above). Long-term investments have decreased (14 per cent) while short-term ones have
increased (14 per cent). Cash and cash equivalents have decreased from $33.5 million to
$29 7 million.

Net assets

22. Net assets have decreased by $15.9 million at year-end 2023 and reached $78.4
million compared to £94.3 million m 2022 As at 31 December 2023, 1t should be
noted that the accumulated reserve of cash held in the UNHQ Main Pool set aside
to cover the cost of end-of-service benefits amount to $12 million, to be compared
with the total emplovee benefits liabilities amounted to $147 million.

23 The table below shows that the decrease on 2023 of the net assets 1s primarily noted
in the increase of UNFCCC Employee Liabilities, as well as the decrease of
Supplementary activities Trust Fund.

Table I1.2
Net assets by fund
{Thousands of United States dollars)
TFforthe | o O | TFfor | TFforthe | UNECCC
Clean budget of Supplement | International | Employee Other Total Net
development UNECC ary Transaction liabilities funds assets
mechanism c Activities Log fund
2021 716 26.7 955 81 -157.1 203 71.1
2022 751 26.7 875 1.6 -1205 179 94.3
2023 783 271 80.6 74 -1349 19.9 784

Source: Analysis made by the Board of Auditors on the basis the UNFCCC financial statements for 2023,
2022 and 2021.

Main parties contributing to the core budget

24  The figure below shows the top seven parties providing 70 percent of total
contributions to UNFCCC core budget. The United States of America (22.49 per cent),
China (16.40 per cent) and Germany (9.89 per cent) shares account for almost 50 percent
of total contributions.

=
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Figure ITITT
Main parties contributing to the core budget (percentage of total Core budget
contributions)
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Source: Analysis made by the Board of Auditors on the basis the UNFCCC financial statements for 2023

Adjustments during the audit

25.  In the course of the audit of UNFCCC’s financial repert and financial statements
for the year ended 31 December 2023, the audit team reviewed the 1ssued financial
statements in the version submitted to the Board on 31 March 2024 and identified
msignificant number of disclosure errors and some mistakes such as arithmetic errers and
omissions of information in tables. These have been corrected by UNFCCC.

The management of budget processes

26. The Board examined, under the UNFCCC budgetary procedures applicable (see
sect. 3.1), the key stages of the budget cycle: budget preparation, planning and
appropriation (see sect. 3.2); budget implementation (see sect. 3.3); and
accountability on budget management and reporting on performance (see sect. 3.4).

UNFCCC budgetary procedures applicable

27. The UNFCCC Secretariat applies specific budgetary procedures set by first
Conference of the Parties in 1995. The programme budget 1s bi-annual It 1s adopted by
consensus by the Conference of the Parties, after consideration by the Subsidiary Body
for Implementation. This budget, also called “core budget™, is funded by contributions by
the Parties which are paid annually. following an indicative scale based on the United
Nations scale of assessments. The resources of the Secretamat also comprnise voluntary
contributions made by Pariies, which can be earmarked and are channeled through vanious
trust funds. To ease budget implementation, the COP regularly authonizes the Executive
Secretary to make transfers between the appropriation lines of the core budget, up to
certain limits. The COP requests the Executive Secretary to prepare annual reports
on budget performance and programme delwvery covering 12 and 24 months of the
bienntum.

28 In line with Article 7 2(k) of the Convention, the first Conference of the Parties
(COP) in Apmnl 1995 adopted by consensus financial rules for itself, the UNFCCC
Secretaniat and the Subsidiary Bodies. These “financial procedures™, contamned in Annex
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I of decision15/CP.1, apply mutatis mutandis to the Kyoto Protocol (Article 13.5 of the
Kyoto Protocol) and to the Paris Agreement (Article 16.5 of the Paris Agreement).

29 These financial procedures set out the main budgetary principles applicable to the
UNFCCC Secretariat, notably 1n articles 3 to 6: “3. The head of the Convention secretariat
shall prepare the admimstrative budget for the following bienmum, and shall dispatch 1t
to all Parties to the Convention at least 90 days before the opening of the ordinary session
of the Conference of the Parties at which the budget is to be adopted.”; “4_ The Conference
of the Parties shall consider the proposed budget, and shall adopt a budget by consensus
prior to the commencement of the financial period that it covers.™; *5. Adoption of the
budget by the Conference of the Parties shall constitute authority to the head of the
Convention secretariat to mcur obligations and make payments for the purposes for which
the appropriations were approved and up to the amounts so approved, provided always
that, unless specifically authorized by the Conference of the Parties. commitments are
covered by related mncome ”; “6. The head of the Convention secretariat may make
transfers within each of the mam appropriation lmes of the approved budget. He/she may
also make transfers between such appropnation lines up to such limits as the Conference
of the Parties may set from time to tume.”

30. Every two years, the Executive Secretary proposes a programme budget for
consideration by the Subsidiary Body for Implementation (SBI), setting out the proposed
activities and budget of the Secretariat for the forthcoming biennium. After having
considered the proposal, the SBI recommends a programme budget to the Conference of
the Parties for its approval and for endorsement by the Conference of the Parties serving
as the Meeting of the Parties to the Kvoto Protocol (CMP) and the Conference of the
Parties serving as the Meeting of the Parties to the Paris Agreement (CMA). The budget
is adopted by consensus’.

31, This budget, also called “core budget”, 1s funded by indicative contributions by the
Parties which are paid annually. According to financial procedure 7(a), the COP and the
CMP adopt by consensus as well scales of contributions that indicate the contributions by
each Party to the Convention and the Kyoto Protocol, respectively. The scales are based
on the United Nations scale of assessments adopted by the General Assembly every three
wyears. “adjusted so as to ensure that no Party contributes less than 0.01 per cent of the
total; that no one contribution exceeds 25 per cent of the total; and that no contribution
from a least developed country Party exceeds 0.01 per cent of the total.” The financial
procedures also state that: 8. (a) Each Party shall, prior to 1 January of each year, inform
the head of the Convention secretariat of the contribution it intends to make that year and
of the projected timing of that contribution; (b) Contributions are due on 1 January of each
calendar year.™; “11. The head of the Convention secretariat shall acknowledge promptly
all pledges and contributions and shall mform the Parties, at least twice a year, of the
status of pledges and payments of contributions. ™2

32, The resources of the Conference of the Parties also comprise voluntary
contributions made by Parfies in addition to those under the mdicative scale of
contributions mentioned above, and other voluntary contributions, including
contributions to support the participation of the representatives of developing country
Parties and of other Parties with economies in transition in the Conference of the Parties
and 1ts subsidiary bodies (financial procedures 7(b) and (c)). These wvoluntary
contributions can be earmarked, 1n the sense that they “shall be used i accordance with
such terms and conditions, consistent with the objective of the Convention, as may be
agreed by the head of the Convention secretariat and the contributor” (financial procedure

9).

33, Financial procedures 13 to 17 include the request to the United Nations Secretary-
General to establish two trust funds which bear costs related to the Convention, namely:

! As recalled by UNFCCC: Financial and Budgetary Matters | UNFCCC.

2 In 2023, the legislative bodies approved UNFCCC core budgets for the biennium 2024-2025: the COP adopted decision 19/CP.28 at its
28th session held in Dubai from 30 November to 12 December 2023; the CMP adopted decision 5/CMP.18 and therein endorsed
decision 19/CP.28 as it applies to the Kyoto Protocol, as well as decision 6/CMP.18 on the budget for the international transaction log
for the biennium: the CMA endorsed decision 19/CP.28 at its third session (CMAS report para. 106).
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the Trust Fund for the core budget of the Convention. which receives contributions from
Parties (as defined by financial procedure 7(a}); the Trust Fund for Participation in the
UNFCCC process. which receives voluntary contributions (as defined by financial
procedures 7(b) and (c)). Subsequently, additional trust funds were established. mcluding:
Trust Fund for Supplementary Activities. which receives funding provided by Parties mn
addition to their contributions to the core budget and supports a large range of activities
for the mmplementation of the bienmal work programme; Trust Fund for the Special
Annual Contribution of the Government of Germany (the “Bonn Fund™), which consists
of an additional annual contribution from Germany, the host of the UNFCCC Secretariat,
and primarily supports conferences and other meetings in Bonn (decision 16/CP.3); Trust
Fund for the Clean Development Mechanism for the receipt of fees and shares of proceeds
for the administration of CDM (decision 11/CMP 3) ?

34 In order to facilitate the budget implementation, the COP regularly authorzes the
Executive Secretary to make transfers between the appropriation lines of the core budget,
up to certain limits as for the last bienninm: an aggregate ceiling of 15 per cent of total
estimated expenditure for those lines; a limitation of up to minus 25 per cent of each such
appropriation line; such transfer shall have no negative impact on the activities under each
division.

35, The COP requests the Executive Secretary to prepare annual reports on budget
performance and programme delivery covering 12 and 24 months of the biennium *
The report as at 31 December 2023 related to the biennium 2022-2023 was not yet
published at the time of the audit >

36. COP 24 also requested the Secretariat to prepare, regularly update and publish, prior
to each session of the subsidiary bodies, brief reports on standard costs for staff and non-
staff® These reflect the predetermmed estimated costs of producing or delivering a
service, good or output, based on an analysis of historical data and other estimated inputs
or drivers of costs, including inflation.’

Budget preparation, planning and appropriation

37. The Secretanat’s programme budget proposal 1s built on the identification of the
needs over the two followimng years. Meant to provide detailed elements to inform the
Parties, this proposal cumrently encompasses several scenarios which are cumbersome to
elaborate and rely on the identification of different categories of activities of the
Secretariat. The programme budget proposal has limited information regarding the
justification of the categorization of activities. The internal preparation of this programme
budget proposal also suffers from a lack of strategic guidance. Supplementary funding
through voluntary contributions contribute as well to the financing of these missions,
mcluding on mandated activities, although these voluntary resources, agreed bilaterally
with each donor. are by design not subject to an approval by the COP. In any case, the
appropriation process remains largely a formality, with few wnputs from Parties. even
though the Secretariat 1s making every effort to mvolve them ahead of the session.

. A programme budget proposal with limited information regarding the justification

of the categorization of activities

38. The Secretanat strives to present as much mformation as possible 1n its programme
budget to the Parties. partly at their request. However, this is not always the most relevant

3 In 2023, supplementary requirements as well as requirements for the Trust Fund for Participation in the UNFCCC Process were taken note

of at the COP in decision 19/CP.28. The UNFCCC Secretariat depends on voluntary contributions to fund these requirements.

* See for instance the latest decision: Decision 23/CP.26. para. 10.
* The report on budget performance and programme delivery as at 31 December 2022 is contained the following document:
FCCC/SBL2023/6.

¢ Information on standard costs for the biennium 2022-2023 is contained in document FCCC/SBL2021/4, annex I, section B and for the

biennium 2024-20235 it is contained in document FCCC/SBI/2023/2, annex I, section B.

7 In the development of the budget for 2024-20235, the secretariat vsed standard costing for salaries (staff costs) and for travel of staff and

participants, and mtemal service charges (non-staff costs).
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and intelligible mformation. The presentation by category is partial In the mamn
document. it mixes funding sources and trust funds, without differentiation.

39. The  programme  budget proposal 15 presented m  biennum
(FCCC/CP/1995/7/Add 1. para. 2). Yet. annual estmates are provided i the financial
statements i accordance with the UN financial rules and regulations. Unexpended
balances at the end of the first year of the biennmm are carmed forward and added to the
annual budget estimate for the second year of the biennium.

40. The budget proposal presents an mtegrated budget (activities and support costs and
staffing table). An addendum 1 is dedicated to the work programme of the Secretariat,
while an addendum 2 provides information on the trust fund for the International
Transaction Log (ITL).

41. Secretamat’s requirements are funded thanks to the following funding sources:

Core budget;

Supplementary resources;

Article 6, paragraph 4. of the Paris agreement;

Joint Implementation;

International Transaction Log budget;

Clean Development Mechanism:

Trust Fund for Participation 1n the UNFCCC Process:
Bonn Fund;

Overheads (programme support cost) and cost recovery.

MR AT N ot

42 However, the Parties only adopt part of the budget proposal (core budget and
international transaction log budget) during the COP process. They take note of the
other budgets which are presented to them such as the supplementary or the PSC. Some
budgets such as the budget regarding CDM, are approved by specific governing bodies
(e.g. the CDM Executive Board). The overall programme budget proposal is presented to
the Parties during session of the Subsidiary Body for Implementation. The SBI
recommends decisions for consideration and adoption during the subsequent COP. In
practice, the COP only approves the core budget, that rely on the mdicative contributions
and the ITL budget.

43, For the biennmm 2024-2025, the programme budget documents comprise
scenarios, includmg a zero nominal growth scenario as requested by the Parties
(FCCC/CP/2015/10/Add.3. decision 22/CP.21, para. 22). At COP 28. the Parties
requested the Secretamat to present a zero real growth scenario in the future budget
proposals (FCCC/CP/2023/11/Add 2, decision 19/CP.28, para. 25). Alongside with the
requested scenario. the Secretariat has presented a propesed scenano (which is not the
zero real growth scenario nor an “actual needs™ scenario and which has taken into account
the results of the discussion with the Parties on their willingness to contribute), an “actual
needs” scenario and a “proposed core budget”. Each scenario needs to be examined m the
light of a number of factors. such as the breakdown of activities by funding sources, by
trust funds/special accounts, and by categories.

44 The resources requirements are indeed categorized. This work 1s done mtemally to
support the arbitrages i the proposal for funding activities (including staff costs). whether
core or supplementary. The categories are detailed 1n the annex I of the budget proposal
and are the followings:

- Category 1: essential activities;

- Category 2: recurring or long-term activities;

- Category 3: temporary or short-term activities;

- Category 4: complementary activities beneficial to achieving the objectives and
goals of the Convention, the Kyoto Protocol and the Paris agreement.

45. When this categonzation was designed. the core budget was supposed to cover
categories 1 and 2 needs. For the 2024-2025. the core budget only covers the category 1
needs and part of the category 2 needs. Category 3, even though this mcludes mandated
activities, and category 4 are supposed to be covered by supplementary funding and other
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sources of funding. In effect. projects are defined to achieve the mandates given by the
COP (see part on mandates definition). These projects are structured into different
activities. Actrvities aiming towards the same objective are used for the execution and the
reporting of the budget. This categorization does not therefore appear explicitly in the
detailed mnformation of the budget proposal documents.

3.2.2. A weakened exercise of internal programme budget preparation due to insufficient
strategic guidance

46.  Although the budget 1s presented in biennium, there are still faces challenges
regarding the planning of activities. Strategic guidance on critical activities, prioritization
and a proposed budget trajectory needs to be provided early m the process in order to
ensure an efficient budget preparation process.

47, The Financial Resources Management Unit (FRMU) is the owner of the budget
preparation process. On 12 September 2022, 1t 1ssued a support guide for the preparation
of the 2024-2025 budget. Additional templates were provided to the Secretariat divisions,
such as work programme to fill and an Excel sheet (details below). The guide provides
kev elements on the methodology. the objectives of the process and a detailed mdicative
timeline.

48 Budget preparation’s mam tool 1s cumbersome, not user friendly and not processed
through Umoja. An Excel sheet was developed. Each division has to fill in a tab with
fifty-five manual entry columns per set of outputs, mncluding the consideration of the
multiple scenarios requested. Budget preparation 1s not carried out through Umoja, as the
budget is presented in biennium and it was considered that Umoja budget module could
not adequately respond to the requests (mandates) by the UNFCCC governing bodies.
However, although the budget tool provides space to indicate whether a requirement 1s
equal for both years of the biennium or different in year one from year two, in effect. each
activity cost 1s split arbitrarily in half by year of the biennium_ even though an activity
might only occur one year. Also, objects of expenditure 1n the budget tool do not exactly
match with commitment items in Umoja (they can be further refined to specify certain
aspects for budgetary purposes) Standard staff costs are calculated by FRMU,
considering costs of actual incumbered. An average is calculated per grade level.

49 So far, the budget preparation follows a bottom-up process that does not sufficiently
considering the main challenges of each biennum and the budget estimations could be
further refined.

50. In divisions, budget preparation relies mainly on the program administrative
teams and budget focal points (one with financial expertise and one with programme
experfise per division). PATs fill the documents provided by FRMU. according to the
wstructions of the division leadership. However, for the preparation of the 2024-2025
budget, the main mputs for each scenario and priorities (see details below) were not
defined from the outset. No strategic gmdance on priorities was provided. The lack of
guidelines on major orentations imnduces tendency to propose similar expenses as in
previous vears, as well as some underestimations and overestimations of budget lines.
The Secretariat told the Board that it intends to adopt a more top-down approach by taking
into account strategic priorities i the next budget preparation exercise. Early guidance on
priorities, critical activities and a proposed scenarie could be provided by management
team or the ES. to overcome the difficulties raised by the bottom-up approach by divisions
that 1s currently adopted.

51. The arbitration between budget lines to fit in the overall envelope was carried out
over a short period of time and the justifications were not made explicit enough to the
divisions. During the process, divisions were asked to modify their scenarios to shift
certain costs from one scenario to another and, even, to develop new scenarios. These
changes were time consuming and had to be done in a very short period of time. The
different management levels of divisions need to be made aware of any changes to their
wnput, mcluding down to the detail of exact budget lines.
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52.  The budget preparation process mcluded a peer review, which 1s supposed to help
to identify discrepancies and budget improvements. It appears to have a low level of
efficiency. The review of a division 1s carried out by budget focal points of another
division and by directors. The benefits of the peer review cannot be satisfying since the
peer reviewer does not have an in-depth understanding of the division's budget entries and
has no incentive to propose budget cuts. Also. for the 2024-2025 budget preparation, the
timeframe for the peer review was inadequate. As mitial stages of the preparation were
delayed, 1t has shrunken the review phases. The peer review was supposed to take place
mid-October. In the end, 1t happened after COP 27, 1n the second half of December 2022

53 Allregional collaboration centres (RCCs) are managed through a RCC coordmation
unit within the mitigation division. RCCs are not an independent entity and thus do not
have a dedicated appropriation line and, i consequence, a clear estimation on their
budget. They are not takmg part i the budget process as an mndependent Secretarat’s
entity. RCCs financial orgamsation relies on financial arrangements between the
Secretariat and the host institutions. The financial resources come from the Mitigation
division, the Secretariat’s divisions that request the RCCs, and from the Parties that
request the RCCs. Hosting mstitutions provide only in-kind resources to support the RCCs
work (office space, administrative support, etc.).

A need to strengthen outreach to the Parties

54 The current process of budget preparation hinders the consideration of external
mputs and outreach possibilities. other than through mformal outreach with the Executive
Secretary and/or DES. Consultation with Parties need to be strengthened and started
already at the previous COP. During COP 28, the Parties “request[ed] the Executive
Secretary to exhibit further transparency in preparing and implementing the budget by
undertaking enhanced consultations with Parties and increasing responsiveness of the
Secretariat to mandates m preparmg budget proposals for each biennmum”™
(FCCC/CP/2023/11/Add 2, decision 19/CP.28, para. 29).

55.  For the biennium 2024-2025, the set of documents was presented to the Parties in
March 2023 (in accordance with the support guide). The main document, on budgetary
matters. has not changed for the presentation during the fifty-eighth session of the SBL
Ounly the addendum 1 related to the work programme has been slightly changed. It means
that the dialogue with Parties does not lead to a refined proposal that could reflect requests
and propositions. Earlier and strengthened outreach would benefit to the Organization by
raising the awareness among the Parties of the issues related to the budget and the
difficulties encountered by the Secretanat. mn particular the financing of activities through
the core budget.

56. The Executive Secretary proposed a core budget of EUR 884 million The
programme budget proposal was presented to the Parties during the fifty-eighth session
of the SBI. The SBI “recommended that COP 28 approve a core programme budget of
EUR 74,105,511 for the biennium 2024-20257 (FCCC/SBI/2023/10, para. 151). As they
were not mvolved mn the budget preparation process at an early stage, the Parties did not
discuss and challenged the needs in detail, they agreed on an overall reduction of the
proposed envelope. As a result, the Secretaniat had to adjust 1ts planning and to transfer
the financing of activities from the core budget to the “supplementary budget”, built on
voluntary resources.

37. The Board recommends that the UNFCCC Secretariat inform and consult the
Parties far ahead of the budget appropriation process on the main elements and
scenarios of the next budget cycle, to better take into account their concerns.

58.  This consultation could start during the Conference of Parties preceding the budget
adoption year.

59 The UNFCCC Secretariat accepted the recommendation.
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Budget implementation

60. Getting accurate data on budget implementation 15 not an easy task. The UNFCCC
Secretariat relies more and more on voluntary resources to cover its needs, in a context of
constramt core budget. However. raising these supplementary funds is challenging. and
their lack of flexibility and predictability constrams budget execution. There 1s also a need
to improve the tools and better define the rules related to the management and overseemng
of budget implementation.

. Opportunities to enhance extraction of accurate data on budget implementation

61. A comprehensive overview of the Secretariat’s consumption trends, considering
various parameters (appropriation line, fiscal vear/biennmum, trust fund. funding source.,
approved budget/allotted budget/ consumed budget) i1s difficult to obtain given the current
tools, their interoperability and the analysis carmied out by the Secretariat.

62. Different limits on the overview on budget execution by the Secretariat can be
highlighted. In particular, it 1s difficult to obtain the following budgetary information:

- Consumption on supplementary (voluntary) funding: the data available in
Umoja is sorted out considering the “fund”. The Trust Fund for
Supplementary Activities is a “fund”™ in Umoja. Yet, this trust fund is also
used for activities related to Arficle 6. paragraph 4. of the Paris agreement and
for the Joint Implementation mechanism;

- Ratio to compare the consumable and the consumed core budget: this ratio
would be useful as currently, only the ratio to compare the approved budget
to the consumed one (expenditures) 1s available; yet the latter does not allow
to consider the outstanding contributions, which represent funds not recerved
and which therefore cannot be allocated and consumed: the Secretariat is
however able to produce regular overviews of receipts and outstanding
indicative contributions and can produce a ratio comparing expenditure
against annual or bienmal budgets and against allotments;

- Consumable of a given year: the ERP gives the data per year: the budget
allotments are 1ssued quarterly or yearly. provided they are supported
by the revenue received from the contributions made by the Parties and
do not exceed the budget appropriations approved for the biennium
budget period; however, 1f the core budget 1s not fully spent in the first year
of the biennium, any balance can be used m the second year; in Umoja, this
balance 1s not withdrawn from the consumable of the first year of the
biennium (through a de-allocation for mstance) and can be found in the
consumable for the second vear of the biennium_ which can mduce double
counts when summing consumable over the biennium period:

- Ratio to compare the approved budget (or the consumable budget) and the
consumed budget per year: it 1s currently not relevant as the Secretariat
distributes arbitrarily the biennium allotment in two equal shares, not
considering the specific needs of each year:;

- Level of earmarkmg of supplementary (voluntary) funding: this information
would be useful to kmow what the proportion of funds raised that UNFCCC
Secretariat can allocate to the prierities 1t identifies; 1t would also be
iteresting to know which appropriation lines benefit more from earmarked
funding; such an analysis would have to identify which contributions are
“softly” earmarked, broadly earmarked to an area of work, partally
earmarked. etc.;

- Ratio to compare the supplementary budget presented to COP for its
information and the level consumed: it would be useful to get a synoptic view,
regarding funding sources other than the core budget. on what was presented
at the COP, what was finally effectively available and what was consumed.
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3.3.2. The major role played by voluntary resources in the implementation of the budget

63. From the biennium 2016-2017 and the adoption of the Paris agreement the needs of
the Secretariat have been constantly growing (see figure ILIV), and, recently, Secretariat
activities were impacted by inflation of costs. This 1s reflected in the biennmum budgets.
For the biennium 2024-2025, the Parties agreed to increase the core resources by 19 per
cent, going from € 62.3 million to € 74.1 million.

64. The share of voluntary funding in the overall resources 1s increasing, highlighting
the fact that the UNFCCC Secretariat is more and more relying on less predictable and
flexible resources to implement its programs. This share has more than doubled between
the biennium 2020-2021 and 2022-2023, where a noteworthy shift happened: for the first
time, voluntary resources became higher than the core resources. For the biennium 2024-
2025, the supplementary (voluntary) resource requirements represent 206 per cent of the
approved core resources.

65. It 1s worth to note, as well, that the current budget for Article 6, paragraph 4. of the
Paris agreement budget 1s € 38.4 million. However, € 0.5 million out of € 254 million
budgeted were consumed on the previous biennium® The low consumption rate in the
previous biennium is due to various delays. The Article 6.4 Supervisory Body approved
the 2024-2025 budget considering that the mechanism would be fully operational by 2024
or 2025.

Figure ILTV
Share of core budget, supplementary resources and other resources within the
Secretariat resources per biennium from the Paris agreement (in € million)

81
60,3
64,7 152,3
45,5
31 120,2
514 52,9 -
2016-2017 2018-2019 2020-2021 2022-2023 2024-2025
M Core budget "Supplementary budget” Other
Source: Board of Auditors | Approved biennium budgets and ts taken note of by the COPs
approving the biennium budget.

66. The Board compared the approved budgets and the consumed budget® for the last
two biennium (see figure II. V). For the core budget, the consumption rate stands between
88 and 95 per cent. Despite various difficulties on budget management and
implementation (see below), the Secretariat managed to execute most of its core budget
in the last biennium. Yet, the overall consumption rate is dragged down by the lower
consumption rates on the other sources of funding: it reached 76 per cent for 2020-2021
(EUR 128.2 mullion consumed) and 78 per cent for 2022-2023 (EUR 195.0 million
consumed). This is partially explained by the fact that some activities, including activities

% As a rationale. the Board also mentions that it used the United Nations Treasury exchange rate of 31 December of each year to perform its
analysis. Indeed, the programme budget is presented and reported in euro, while the consumption information extracted from Umoja
are in dollar. It was chosen to present all the figures in euro.

¢ Data collected in Umoja.
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relating to Article 6, paragraph 4, of the Pans agreement, were delayed as a result of
external factors not controlled by the Secretariat The UNFCCC Secretanat also faces
difficulties to raise voluntary fundng at the level expected. These supplementary
resources can moreover be earmarked, constraining the use of funds.

Figure II. V

Consumption of the Secretariat for all the funding sources broken down between the
core budget and the other sources of funding for the two-last biennium (in € million
—exchange rate as at 31 December of each year)

2020-2021 53 76

1] 50 100 150 200

B Core budget  WOther funding sources

Source: Board of Auditors | Umoja.

67. The Secretanat provided mdicators on the mobilization of supplementary funding
as pari of the response to one of Board’s previous recommendation (2019-145). Ths
information shows that although the budget programme is more relying on voluntary
resources over the years. the Secretaniat 15 having more difficulties 1n raising them (see
figure II VI). During the bienmmum 2018-2019, the Secretanat succeeded to mobilize €
52.6 million, 1e. almost the target of € 52 9 million presented 1n the budget programme.
It consumed 80 per cent of these resources. The situation deteriorated in the following
years, although the Secretariat has succeeded to mobilize more supplementary resources
for the biennium 2022-2023. In 2020-2021, the Secretariat elaborated the budget by
presenting a need of EUR 58 8 million of supplementary resources, but raised only EUR
34.7 nulhion and consumed € 31.7 nullion, 1.e. 54 per cent of the needs that had been
identified. During the biennmm 2022-2023, as the needs doubled, the Secretariat adapted
its organization by remnforcing its resource mobilization partnerships team and by
mitiating a review of the processes of fundraising, which 1s still ongomg. Yet, only 76 per
cent of the needs were addressed (€ 90.8 million consumed).

Figure II.VI
Status of supplementary (voluntary) funding consumption since 2018 (in EUR
million — exchange rate as at 31 December of each year)
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Source: Board of Aunditors | April 2024 Note-to-file by the organizational development and oversight
unit measuring, tracking and evaluating the intended results of the restructuring.

Reading note: the hatched area in 2022-2023 corresponds to the difference between the budget
“mobilized” for the bienninm and the budget consumed, which was higher becanse of carryovers of
vnused appropriations from the previous bienninm.

68. In Lght of the above findings. the Board focused on the consumption of
supplementary funding per division (see figures VI and VII). It looked at the consumption
on the Trust Fund for Supplementary Activities. The four program divisions (transparency
division, means of implementation division, adaptation division, mitigation division) are
the main consumers. Also, the conference affairs services and the communications and
engagement services are noteworthy consumers of supplementary resources. The Board
noticed a significant mcrease of supplementary funding consumption from one biennium
to the other. In the meantime, the Executive office recourse to supplementary funding
stayed stable, and the Admimistrative services/Human resources/Information and
communication technology Services (administrative support/human
resources/information and communication technologies) use of supplementary funding
was decreasing.

Figure II VII

Consumption of funds from the Trust Fund for Supplementary Activities above €3
million per division for the two-last biennium (in € — exchange rate as at 31
December of each year)
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Figure 11 VIII
Consumption of funds from the Trust Fund for Supplementary Activities under €3
million per division (appropriation line) for the two-last biennium (in € — exchange

rate as at 31 December of each vear)
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Source: Board of Anditors | Umoja. EDM: LA: Legal Affairs; SWC: Secretariat-wide operating costs;
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ASHR/ICT: Administrative Services, Human Resources, and ICT; OC: Operations Coordination; PC:

Programme Coordmation; [SCP: Intergovememental Support and Collective Progress.

69. Overall the consumption rate of the core budget improved over the last two bienmia
(see figure IL.TX). For the divisions and services which were under-consuming 1n 2020-
2021, their capacity to consume improved. For those who were over-consuming, they
succeeded to reduce their consumption rate, almost often under 100 per cent. The
Mitigation division 1s the programmes division who is having the most difficulties to
consume 1ts core budget (consumption rate of 63 per cent in 2020-2021 and 88 per cent
in 2022-2023). Conference affairs services and Operations coordination did not stay
within their approved core budget envelope, but benefit from reallocations. Finally, while
AS/human resources/information and communication technologies reduced 1ts reliance
on supplementary funding between the two biennia. 1t happened that the drvisions reduced
as well their consumption of core budget.

Figure I1.TX
Consumption rate compared to the approved core budget per division
(appropriation line) during the two-last biennium (in per cent)
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Source: Board of Aunditors | Approved bienninm budgets | Umoja.
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70. Over-consumption is made possible thanks to a reallocation exercise (for details on
the process, see below). The Board had a look on the “beneficiaries™ and the “givers” (see
figures IX and X). For the two-last biennia, the Mitigation division budget was reduced,
by 10 per cent and 13 per cent, respectively. Whereas, the Transparency division
benefitted only from a 3 per cent reallocation i 2021-2022. The Secretariat-wide
operating costs appropriation line benefitted from a positive reallocation (6 per cent in
2020-2021 and 9 per cent in 2021-2022). As mentioned above, AS/human
resources/information and communication technologies benefitted of +11 per cent of
budget in 2020-2021 and its budget was reduced at the margin in 2022-2023.

Figure IIL.X

Reallocation of core budget funds among appropriation line for the biennium 2020-
2021 (in per cent)
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Source: Board of Auditors | Memorandums on reallocation for the biennium 2020-2021.

Figure I1.XI
Reallocation of core budget funds among appropriation line for the biennium 2022-
2023 (in per cent)
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3.3.3. A need to improve the tools and better define the rules related to the management
and overseeing of budget implementation

Budget allocation to the divisions and services

71. The core budget allocation 1s based on both the approved budget and the funding
available for the purposes of the allotment. as the Parties’ contributions come 1n all year
round. As enounced above, during the budget preparation and approval. the yearly core
budget represents 50 per cent of the biennium core budget. The Fmancial Resources
Management Unit makes available approved allotments in Umoja representing a share of
the approved budget on a regular (usually quarterly) basis. This allocation does not follow
the 50/50 rule used for the budget preparation. Allotments may exceed the yearly budget
amounts as long as the total allotments for the biennium are within budget.

72. The Management team sub-committee on finance (MTSCF) is a key governance
body for budget mmplementation monitoring. especially for supplementary funding
allocation. The members are in charge of advising the Executive Secretary and his
Management Team on the allocation of non-earmarked and shightly earmarked
supplementary funding. This massion given to the MTSCF contributes to lumt the
discretionary allocation of supplementary funding. in providing proposals for this
allocation. Ahead of MTSCF meetings, all divisions who require supplementary funding
are contacted to identify their respective needs. RMP, with the support of FRMU and
PATs, then assesses the needs based on a prionitization matrix, with the support of a table
on “scoring of funding request based on prioritization™. It includes nine critersa: (1)
mandated activity, (2) urgency of the funding need. (3) alignment with strategy. (4) staff
contract obligation. (5) objectives achieved with mitial tranche, (6) one time or multiple
fundmg, (7) risk to preject or to UNFCCC operations, (8) ease in accessing alternative
fundmg, (9) completion of project with this allocation. The MTSCF members agreed on
September 2023 to review the criteria to make them more oriented towards urgent needs
of mandated projects. It is not yet operational.

73.  The scoring allows the MTSCF members to prioritize the project requiring funding
and to decide the range of funding given. The members keep an eye on the anticipated
future contributions thanks to a table on “funding pipeline™. It provides to them a view on
the supplementary funding possibly available on a short-term perspective, the earmarking
and the projects granted broken down per donor.

74, Although a process 1s 1 place and seems to be functional, the Board notes that the
MTSCF mentioned twice that the allocation of supplementary funding to a project was
approved by the Executive without going through the process explained above. Also, on
June 2023, the MTSCF proposed to allocate supplementary funding, which are hinated
and do not cover all the mandated needs, to a non-mandated project. The remaining
unearmarked balance that 1s reserved for future needs was targeted to be used. The
MTSCF made this proposition “considering the urgency of the workshop to be held in
Fi1.” The Board questions this fait accompli decision to fund a non-mandated project by
MTSCF members, since the division in charge of the project had already commutted to 1t.

75. Ifthe core budget allotted and made available in Umoja is not fully spent in the first
year of the biennum, the balance can be used in the second year. It 1s transferred 1n Umoja
to the second-year consumable, without being systematically de-allotted. It hinders the
possibility to provide a quick and relevant analysis of the consumable budget. The
approach is not the same for every trust fund or special account. For instance, for the
supplementary resources, the funding may only be available for a limited period of time
which does not correspend to calendar year or biennmum budget programme,
accordance with the contribution agreement. The unspent balance at the end of the period
under the grant would need to be de-allotted and returned to the donor. In Umoja, 1t will
reduce the consumable budget.

76. The Board also examined the reallocation process. The final purposes of the
reallocation process have changed over the last two biennium. It involves the transfer of
budget from one appropriation line to another. One loses budget, while the other gamns 1t.
The Parties have authorized this operation within a constramed framework: “[the Parties]
authorize the Executive Secretary to make transfers between each of the appropriation
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lines set out m table 1, up to an aggregate limit of 15 per cent of total estmated
expenditure for those appropriation lines, provided that a further limitation of up to minus
25 per cent of each such appropriation line shall apply, while ensuring no negative impacts
on the activities under each division™ (FCCC/CP/2021/12/Add.2, decision 22/CP.26,
para. 12). The Executive Secretary approves the final decisions to reallocate, on the
recommendation of senior directors. During the biennium 2020-2021, reallocation was
used to adjust the budget of appropniation line based on specific and well-defined needs.
such as staff transfer in consequence of the restructuring or the orgamization of a virtual
SB session i mid-2021. Four reallocation operations were made during this biennium.
from the early-days of 2020 to the financial closure of the biennum. Dunng 2022-2023,
marked by the arrival of a new Executive Secretary, only two reallocation operations were
made, late on the biennium. The purpose of the reallocations was different. The amm was
to support appropriation lines that had over-consumed, to the detriment of those who had
not, without justifying the reasons for doing so. If this practice can represent an incentive
to consume funds, it also favors appropriation lines that do not respect therr budget
constraints and could be considered as not managmg efficiently their budget.

Budget monitoring

77. The core budget programme 1s implemented on a bienmum basis, the first year
corresponding to an even year. The supplementary funding, on its part, relies on resources
that do not follow any specific schedule, mnsofar their timeline depends on the agreement
between the donor and the Secretariat recorded in the grant. It makes the monitoring of
supplementary resources tougher. Every expenditure 1s approved by the head of division.
PMOs are certifying officers.

78. PATs are in charge to support the budget monitoring of divisions and services. Head
of divisions can request to PATs specific reports and meetings on the budget consumption
and staff. Monitoring process depends on each head of division. Regulanty of meetings
between heads and PATSs 1s not clearly defined m an administrative instruction. Some
heads meet every two weeks with their PATs to have an overview on spendmg. other meet
on a monthly basis.

79. Inaddition, FRMU produces a standard monthly budget overview by appropriation
line. which corresponds to a division. It details the allotted budget. actual, the commutted
budget and the consumed budget. Different tables are produced:

(a) Overview per fund;
(b) Overview per project, only for supplementary funding;
(c) Overview per expenditure class for each Trust fund.

80. Although this document is made available, budget monitoring at the division-level
1s not sufficiently strong te ensure a high quality of implementation in the entire
Secretaniat. The monitoring of conumitted resources can only really be done for non-staff
contracts. PATs do not have access to staffing costs in UMOIJA. So. each division and
service bualt 1ts own table for the forecast of staffing cost (the Board examined the Legal
Affairs services and the Means of implementation division monitoring tables).

81. When a need of staff has to be filled on a project, head of divisions can consult their
PAT on the budget availability for recruitment. However, they do not easily identify how
much available consumable they have on their appropriation line for that purpose. The
calculations should be done by the project manager based on historical costs and standard
costs. There may be errors in how much i1s commutted and to what. No SOP nor guidance
are made available on the budget monitoring to the divisions and services.

82, The Board lacks evidence on the ability of management to adequately monitor
budget implementation by divisions and services and challenge them. The MTSCF does
not fully fulfil its role of “overseeing the Secretanat's financial situation™. The MTSCF
should be “monitoring expenditures, contributions, and budgetary surpluses™ and
“identifying emerging problems and proposing solutions” However, the Board did not
notice any of these topics on the agenda of the MTSCF nor i the minutes.
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83. The Board recommends that the UNFCCC Secretariat develop a harmonized
monitering tool on budget implementation, enhance budget management oversight,
and provide appropriate justification for any core budget reallocation.

84. The tool could notably facilitate a regular review of the consumption rate of each
division, staff costs mcluded. The Secretariat could complement the mmplementation of
this tool with improving budget oversight by management and the MTSCF, and elaborate
management rules on budget reallocations., while complymg with the applicable
regulations and rules, as well as the internal promotion of the best practices in terms of
budget implementation.

85. The UNFCCC Secretanat accepted the recommendation.

3.4. Accountability on budget management and reporting on performance

86. The reporting on budget management and performance to the Parties is lacking of
consistency and transparency. not providing an understanding of the main dynamucs, m
particular consumption in relation to appropriation lines and different funding sources. as
well as suffering from approximations and gaps. Numerous mdicators exist to report on
the work programs, but without allowing for an overall view. Other types of reporting are
provided, but of a purely narrative nature and lacking coherence with one another.

3.4.1. A budget management and performance reporting to the Parties lacking of
consistency and transparency

87. Despite displaving numerous mnformation, the budget performance report could be
improved to provide a broader overview and key figures on the budget execution of the
Secretaniat. Accountability and transparency towards Parties would be strengthened.

88. The Secretariat presents annual budget performance reports coverng 12 and 24
months of each biennium (FCCC/CP/2021/12/Add.2, decision 23/CP.26, para. 10). Both
reports consist of a main document called Budget performance for the biennium. and an
additional addendum on “Programme performance data”. The mamn document contains a
narrative and figures. The annexes of the narrative document of each report:

- Annex 1 “General information on budget. mcome and availability of cash
for the UNFCCC funds™;

- Annex IT “Budgets for the biennium year N-year N+1 for the UNFCCC
funds and expenditure as at 31 December year N, by appropriation line™;

- Annex ITI “Budget and expenditure by UNFCCC fund™;

- Annex IV “Secretariat posts and staff

- Amnnex V “Projects and events funded from the Trust Fund for
Supplementary Activities in year N as at 31 at 31 December year N+17.

89  Numerous information is presented. Yet, it could be better contextnalized and
explamned. The tables showing approved budgets and expenditure, as the one on the core
budget in the Annex ITL highlight under- and over-spending. However, these deviations
are not explained or justified by the Secretariat. This observation can also be made for the
Annex IV. The gaps between the budgeted posts and the filled posts, especially those
funded by the core budget (less liable to recruitment difficulties, see part 5.3.2). are not
justified. Also, the report does not allow to easily understand the trends, which would
shed light on the figures, such as the evolution of the consumption rate over the years.

90. The information presented in the performance report 1s not fully consistent and clear
with the budget proposal documents and even within the report. It 1s not an easy task to
reconciliate the figures with the reality of the sitwation. The annexes (that include more
detailed budgetary information than the narrative) present budget figures per Trust fund
while the table in the narrative part of the document presents the budget figures per
funding source. Yet, funding sources and Trust fund do not encompass the same realities.
For mstance, “supplementary budget™ 1s composed of the veluntary contnibutions of
donors (Party and non-Party) and is managed through the Trust fund for supplementary
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activities. In the meantime, the Trust fund for supplementary activities 1s used for the
“supplementary budget”, the joint implementation mechanism and the Article 6,
paragraph 4, of the Paris agreement activities. For that matter, the table in the part I of
the narrative part of the report presents a line related to “Trust fund for supplementary
activities”™, which is a wrong information, as to be accurate it should mention
“supplementary budget”, as Joint implementation mechanism and Article 6, paragraph 4,
of the Pans agreement activities are bemg mentioned separately in the same table. Also,
the approved core budget presented m the annex II 1s different to the approved core budget
presented in the annex ITL. as in the latter adjustment to the working capital reserve 1s
excluded. It 1s confusing for the reader who reads these pages that follow each other.

91. Inaddition. having a clear overview of the budget situation 1s made difficult msofar
the mformation presented in the performance report seems to be incomplete. In the
narrative part of the last report, the table “Budgets for 2022-2023 and 2022 and
expenditure by funding source as at 31 December 2022 does not present the allotted
budget (consumable) which would contribute to have a full accurate overview on the
budget figures as it would provide an information on the Secretariat’s capacity to spend
allotted budgets. When only the approved budget is presented. it does not allow to assess
the budget that was effectrvely made available on each fund to the different appropriation
lines. On the “supplementary budget™ 1t could allow to highlight the funding raised
compared to the funding targeted. 1.e. the amount presented m the biennum programme
budget. It could present the share of the earmarked funding compared to the share of the
non-earmarked funding raised.

92. Finally, in the mterim performance report 1ssued at the beginning of odd years. the
figures presented do not give an accurate transcription of the situation. Indeed. 1 the
report on the biennium 2022-2023 as at 31 December 2022, the “budget for 20227
presented i the tables 1s more or less equal to 50 per cent of the budget for the biennium.
Tt 1s therefore difficult to know whether the Secretariat has met 1ts objectives for the year.

Numerous indicators to report on the work programs, but without an overall view

93.  The activities carried out by the UNFCCC Secretariat in response to 1ts mandates
are reported in the reporting of work programs (that can be found in budget performance
reports as well), which list outputs planned for the biennmum. outputs delivered and
provide performance indicators and performance data, by department, division and fund.

94 An analysis of the work programme for 2022-2023 shows that out of 54 indicators
in total, 6 lied with the Adaptation division, 15 with the Mitigation division, 12 with the
Transparency division. As of 31 December 2022, the performance report showed that 13
indicators were reported upon on behalf of the Mitigation division’s actions, of which 9
were completely fulfilled. However, there 1s no summary table allowing to have an overall
view of the numbers of indicators across the Secretanat and per division. as well as an
overall view of the achievement rate of these indicators.

Other types of reporting, purely narrative and lacking coherence with one another

95.  The Secretariat gives to the Parties and to the public an account of 1ts work through
other reporting media: an annual report and quarterly reports. The latter documents are
narrative and do not present detailed budgetary figures. The achievements are not
associated with budgetary figures.

96. Complementary reporting processes that include financial matters are conducted by
the Secretariat on some specific mechanisms and entities. For mstance, RCCs 1ssue an
individual interim report on financial statements by June of year N and a final report by
March of year N+1. On CDM, budget process 1s aligned with the Secretariat core budget
proposal as it 1s in biennium. The Secretariat reports on a bi-annual basis to the CDM
Executive Board. The Article 6, paragraph 4, of the Paris agreement mechanism reporting
process follows the same scheme. To clearly provide an enlightening overview on the
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budget considerations of the Secretariat, relevant imformation related to these poits
should be detailed and identified as such in the budget performance report.

97. The Secretariat 15 also 1ssuing an annual report. It presents the main achievements
of the Secretanat but also of the other bodies and mstruments constituted under the
Convention, the Kyoto Protocol and the Paris agreement. Since 2023, the Secretanat
addresses Parties and Observers every quarter, through 1ts quarterly reports. They present
the mam recent progresses toward climate change and the related activities as well as the
upcoming events and activities. The reports are, according to the ES “one of the ways we
are working to usher in a new era of accountability and transparency for our process™ (Q4
2023). These reports provide a useful highlight on the most meaningful events of the past
3 months and the muilestones ahead. However, there 1s no formal hink to the work
programme, or to any mdicator that 1s bemng reported in the performance report, and this
adds an additional layer to a reporting structure that 1s not easily grasped. Moreover, 1f
identified agenda ttems can be found throughout the quarterly reports, they do not
systematically appear in the reports (there appearance is linked to the events having taken
place during the quarter), thus preventing to have an opinion on whether the absence of
progress on the item is normal or not.

98. Additional improvements the budget reporting are needed. In the survey that the
Board carried out (see part 5.2), several Parties also called for “better coherence between
the different budget documents (programme, performance, annual report)”.

99. The Board recommends that the UNFCCC Secretariat present to the
Conference of Parties and implement a strategv to improve the quality and
coherence of its reporting on budget management and performance.

100. UNFCCC Secretariat could in particular provide contextualized msights into major
budget trends. m order to share comprehensive and consistent information. An overview
of the fulfilment of key performance indicators could also be provided.

101. The UNFCCC Secretaniat accepted the recommendation.

4. Outcomes of the “fit for purpose™ initiative launched in 2018 to better adapt the
UNFCCC Secretariat to its evolving missions

102. The “fit-for-purpose™ initiative launched in 2018 had the broad ambition to
adapt the UNFCCC Secretariat to the evolution of the climate change agenda and
essentially focused on organizational matters (see sect. 4.1). The reform
contributed to reinforce oversight and cross-cutting functions (see sect. 4.2) but its
impact has not been assessed (see sect. 4.3). An adjustment of the restructuring on
strategic functions was recently decided by the Executive Secretary (see sect. 4.4).

4.1. The broad ambition to adapt the UNFCCC Secretariat and the focus on
organizational matters

103. In 2018, the UNFCCC Secretariat set the objective of moving tfowards a “fit-
for-purpose” Organization., in order to better support the Parties in the
implementation of the Convention. the Kyoto Protocol and the Paris agreement 1n
response to the climate change agenda A thorough review of the Secretarnat’s
organisation was launched internally, with the meanmngful support of a consulting
firm. Although the initial ambition was broad, its implementation essentially
focused on organizational issues.

4.1.1. A thorough review of the Secretariat’s organisation launched internally

104. Asrecalled 1 the Board's report on 2019 financial statements, the Secretariat,
following the adoption of the Kyoto Protocol and the Paris agreement. started a re-
examination of its processes and its organization in order to better respond to the
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new challenges arising in particular from the ever-increasing number of Parties.
mandates and financial stakes.

105. Consideration was given to the need to develop a long-term strategy for the
Secretariat to provide effective and sustainable administrative support 1n the light
of continuing financial constramnts and changing circumstances. Hence 1t had the
objective of moving towards a “fit-for-purpose™ Secretariat that could support
Parties i the implementation of the Convention. the Kyoto Protocol and the Paris
agreement to address climate change challenges.

106. In 2018, the UNFCCC Secretariat embarked on a comprehensive participatory
organization-wide restructuring process. which invelved all staff members in
wvarious focus group discussions and surveys on a structure which would support
delivery of results. The UNFCCC Secretariat carried out a thorough examination
of 1its structure. operations and allocation of resources.

107. The Secretariat was composed at this time'® of nine departments (called
“programmes”) under the overall gmdance of the Executive Direction and
Management programme. The nine departments included four technical
programmes: Adaptation, Finance, Technology and capacity-building; in addition.
five support departments existed: Administrative Services. Communications and
Outreach, Conference Affairs, Information and communication technology and
Legal Affairs.

108. The support of the process of orgamizational restructuring was based, in
particular, on a “structure review implementation team” of selected staff members,
appointed from May 2019 to December 2020, with the responsibility of managing
the implementation process. both for structural and non-structural workstreams.!!
Special attention was given to assess gaps or overlaps in functions.

4.1.2. A meaningful report in February 2021

109. A consulting firm was contracted 1n January 2019 by the UNFCCC Secretariat
to support the review. The review included a review of three interrelated areas:
(1) organizational structures and operations to better align the capacity and
structure of the Secretariat to meet emerging government support needs under the
Paris agreement. while fulfilling a broad portfolio of ongoing mandates that the
Parties have entrusted to the Secretariat over the years; (11) allocation of core and
additional resources to clarify the structure, functions and funding model required
to deliver Secretariat services: (i11) back office. to improve profitability and
sustainability.

110. The consultant was to provide critical support to the change process,
especially with respect to efforts to bring about necessary cultural and behavioural
changes. The assessment indeed revealed that the organisation was siloed with little
inclination to work across departments, poor internal communication and a
situation of mistrust with 1ts hierarchy. The consulting synthesis report in support
of the implementation of change within the UNFCCC was finalized in February
2021.

111. The recommendations were to move to a new organizational structure and
respond to the changing context in which the Secretariat works: requirement for
high levels of collaboration. innovation and agility, implementing cultural and
behavioural change measures that can optimise expertise and skills within the
Secretariat to ensure its sustainability. By a transversal approach, the change
consisted, in particular. in defining the reles and working methods between the
technical programs with the objective of moving the Organization away from the

10 A5 described in an internal review of the structure.
" Internal UNFCCC Guidelines for the 2019-2020 Qrganizational Restructuring as it relates to implications on staff and/or staff
post on the date of November 12th 2019.
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“compartmentalized” working methods that led to duplication, overlap and
mnefficiency.

112. The censulting report stated that the Secretariat had to continually assess its
way of working. This included examining “what™ it does and “how™ 1t works. This
organizational change measurement framework was to be supported by metrics to
assess progress made. According to consulting report, the Secretariat needed to
regularly reflect on the work it does and find ways to determine whether the new
organization delivered value to 1ts stakeholders in the most effective way. This
menitoring and evaluation required a planned and systematic approach. It was
recommended that a new cross-cutting structure be designed to coordinate the
implementation of these approaches in close coordination with the semior
leadership of the entire Organization.

113. However, the repert also stated that “a well-defined methodology 1s still
needed to assess what the Secretariat does, and how it brings value to stakeholders™
and did not conclude on the measurement of the overall and strategic performance
of the Secretariat, remaining mainly focused on organizational 1ssues.

4.2, Reinforcement of oversight and cross-cutting functions

114. The restructuring resulted in the creation of an organizational development
and oversight unit, two cross-cutting divisions, as well as program and operations
coordination departments. An mmportant effort was made to appoint staff to
implement the new orgamzation. The creation of the intergovernmental support
function was perceived as a success. The reform also resulted into a clustering of
admimistrative teams. which has brought some advantages. However, for many
staff, it was felt that administrative processes had not improved dramatically after
the restructuring. Difficulties 1 terms of human resources management have also
been highlighted. on which the UNFCCC Secretariat has recently taken action.

4.2.1. An important effort to appoint staff to implement the new organization

115. A conclusion of the restructuring process12 which took place at the end of
2021 recalls the process flows involved on this restructuring. In particular, the staff
selection process to fill the identified vacant positions started in 2020 and continued
until 2021, when the positions were filled and all staff members mapped. 103
positions had been recruited as of end Januwary 2022 and exceptional human
resources management measures ended at this date.

116. In the Executive division. the organizational development and oversight unit
was created. with a coordination role in supporting the planning. monitoring and
evaluating of organizational activities, as well as implementation of associated
deciston-making processes (among others).

117. The intergovernmental support and collective progress division and the
communications and engagement division were also created as cross-cutting
divisions.

118. The intergovernmental support and collective progress division 1s meant to
support the work of the governing and subsidiary bodies of the Convention. the
Kvyoto Protocol and the Paris agreement and facilitate progress overall in the
climate change processes. The division ensures coherence and timelmess of the
work of the bodies and enables and supports comprehensive processes, such as the
pertodic review of the adequacy of the long-term global goal under the Convention
and the global stocktake under the Paris agreement. It has 21 staff positions as of
April 2024, of which 16 positions are funded from the core budget, and expands

12 Note to file conclusion of the Restructuring Process”™ dated on § April 2022, signed by Senior Director Operations and Deputy
Executive Secretary.
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during the COP period with people from different divisions, recruited through a
call for temporary reassignment.

119. The communications and engagement division 13 serves multiple cross-
cutting objectives, such as communicating authoritative, relevant and time
information to Parties, non-Party stakeholders and the public regarding the process
and action of the Secretariat on climate change, with a focus on proactively building
support from all stakeholders to facilitate climate action and increase ambition. It
also ensures that the communications work and engagement activities of the
Secretariat are guided by the results of all processes and agencies.

120. The program administrative teams, who were mitially in each division, have
been pooled and regrouped. They initiate and carry out various administrative
processes in the UNFCCC Secretariat, and are the one-stop-shop working with
human resources, information and communication technologies, finance,
procurement. travel and general services. They process all supplier invoices, review
divisional budget and funding requirements, and monitor budget execution and
funding status on an ongoing basis.

121. The objectives of the reorgamisation for the program admimstrative teams
included alignment with the strategic priorties of the divisions and the Secretanat,
the definition of performance indicators with strategic reality and qualitative
considerations, strengthened recruitments timelines and timelines for initiating
travel requests.

4.2.2. Perceived successes and limits of the restructuring

122 In the opinion of the wast majority of operating divisions, the
intergovernmental support and collective progress division’s expertise and
usefulness are recognized. They get temporary internal transferred staff during
events such as the COPs, though the calls for proposals launched by the conference
affairs division.

123. The scope of responsibility’s perimeter between the conference affairs
division and other operational divisions 1s not perfectly established, in the sense
that the former 1s not centrally established as the conferencing division for the
Secretariat nor staffed accordingly. Other divisions could focus on the
programmatic work and meeting management should be handled by the conference
affairs division.

124, A UNFCCC program administrative teams client survey 14 imitiated by the
operations coordination division, acknowledges the fruitful and essential work
carried out by the program administrative teams in their respective divisions and
demonstrates the relevance of decentralising administrative services. However, for
some staff these teams have not lightened the human resources workload. As part
of a retreat to refine the program admimistrative teams value proposition and
improve and align their support to divisions on November 2023, some agents
expressed that the question of the scope of responsibility of the recruiting division
in terms of human resources still existed and highlighted the need to clanify areas
of responsibilities and to understand who reviewed the applications (human
resources, hiring division, etc.) and who decided on the staff selection.

125. The staff selection process has been regulated in the new UNFCCC
administrative  instruction  “Staff selection process” (AI/2023/5 and
AT/2023/5/Corr.1). This administrative instruction came into force in February
2023, confirming the organizational need for streamlined and accelerated processes
and procedures for selecting staff with the highest standards of efficiency,
competence, and integrity in respect of the five guiding principles: a fair
competition, objectivity. diversity. accountability. and non-discimination. The

2 As presented on the UNFCCC website.
!* Survey conducted in October 2023.
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corresponding standard operating procedure for the implementation of the
administrative instruction clarfies the roles and the responsibilities of different
staff, 1e. actors involved in these staff selection processes and procedures,
including human resources and the program administrative teams’ staff. The
standard operating procedure further details the actions each of those actors take at
a given stage of the staff selection process. Among other things, this standard
operating procedure facilitates a better control over related deadlines and
accountability of the relevant actors in the process The Executive Secretary retains
the option to add a name to the list of selected candidates and makes the final choice
of the candidate, after which the opening job 1s closed.

The absence of assessment of the reform’s impact

126. No formal assessment of the restructuring has been carried out by the
UNFCCC Secretariat in spite of demands expressed by the Parties and of a previous
recommendation by the Board of Auditors. Some indicators were lately proposed,
but they have barely been shared internally and have not been used as a tool to
assess the benefits of the change or to steer further adjustments. A staff survey also
raised concerns about the effects of restructuring on the personal situation of some
staff.

No formal assessment of the restructuring, no indicator used

127. Parties expected the UNFCCC Secretariat to improve its efficiency on the
twenty-fifth session of the Conference of Parties held in Madrid from 2 to 15
December 2019, when requesting “the Secretariat te continue to seek efficiencies
and streamline administrative services in order to save costs in the biennium 2020-
20217 and to report thereon at the 54 session of the SBI” (see decision 17/COP.25,
FCCC/CP/2019/13/Add.2).

128. On March 2021, the Parties asked to what extent the new Secretariat structure
was “fit-for-purpose”, where had there been efficiency gains in the budget for the
current biennium and where could they expect to see further efficiency gains in the
next biennium’s budget.

129 The UNFCCC Secretariat answered that “fit-for-purpose™ meant that the
current structure of the Secretariat, with its better integrated programmatic and
operational divisions, as well as two cross-cutting divisions. was designed to ensure
effective and efficient support to the Parties in the implementation of the
Convention, the Kyoto protocol and the Paris agreement. For example, efficiencies
were gained by clustering administrative services, human resources and
information and communication technology functions. The monitoring and
evaluation of the ongoing efficiency and effectiveness of the new structure would
be part of the orgamizational development and oversight function.

130. The Board notes that the UNFCCC’s answer to Parties was focused on the
benefits of the restructuring and that there was no mention of other benefits i view
of the “value to its stakeholders™ that the Secretariat could bring (cf. the February
2021 consulting report). This highlights the absence of a broader evaluation
framework that could allow to assess the “fit-for-purpose™ status of the Secretanat.

131. In ats July 2020 report on the UNFCCC 2019 financial statements, the Board
of Auditors recommended that “UNFCCC ensure that the intended results of the
restructuring such as efficiency gams and “being fit for purpose” are measured,
tracked and evaluated”. The Board considered that such major erganizational
changes needed a clear set of criteria against which to assess whether the
restructuring has achieved its objectives.

132, This four-year old recommendation 1s not yet implemented. However, 1n order
to meet with the recommendation’s requirements, the Secretariat has recently
developed eight key performance indicators. to measure the “fit-for-purpose™.
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“efficiency”™ and “cultural and behaviour change™ objectives. The last version of
the assessment of these indicators was provided to the Board in April 2024, The
Secretariat rates nine indicators, including some linked to supplementary funding
raising and budget consumption but also some human resources indicators (cf. part
3.4). Insofar as the restructuring was aimed at strengthening the core functions of
the Secretariat and enforcing the importance of communication, engagement and
efficiency. through the intergovernmental support and collective progress and the
communications and engagement divisions, the Secretariat has set up a key
indicator to measure the share of positions to these divisions financed by core
budget. The rate was not measured in 2018 and 2019, but remains virtually
unchanged from 2020 to 2023 at around 75 per cent.

133. In the same dynamic, the Secretariat has developed proxy indicators to track
and evaluate the intended results of the restructuring. Indicators were developed to
measure the number of positions remaining vacant for longer than 12 months and
the vacancy rate as of 31 December for the core budget and for all funds. The first
one fell from 16 percent to 13 percent, and the second increased from 18 percent to
23 percent with significant variations from year to year.

134, The average time to fill professional vacancies (in days), has been chosen
because this 1s an indicator regularly tracked in other UN organizations and i1s
important for efficient human resources management. 100-120 days are considered
a benchmark The average time to fill vacancies in the UNFCCC 1s also decreased
from 162 days 1n 2021 to 144 days 1n 2023, but remains higher than the benchmark.

Table I1.3
Results for human resources key performance indicators for “fit-for-purpose™
and “efficiency

Indicators 2018 2019 2020 2021 2022 2023
Share of positions assigned to Program | nfa n'a T46 % | 746 % | TR % | 7A1 %
Department and cross-cutting divisions (134 of | (134 of | (136 of | (136 of

179.5) 179.5) 181) 181)
Number of positions remaining vacant for | 16.2 % 16,2 % 214% 148 % 182 % 133 %
longer than 12 months

Vacancy rate (across all funding sources) 182 % 182 % 288% 232 % 29.9 % 237 %
Average time to fill professional vacancies | n/a nfa n/a 162 137 144
(days)

Source: UNFCCC Measure tracking and evaloating the results of the restructuring

135. The Secretariat recognises the limited relevance of these indicators, due in
particular to the lack of a reference base, but nevertheless considers that they
provide mmportant information on trends. However. the Board notes that these
indicators have barely been shared internally in the Secretariat, and that they have
never been used as a tool to assess the benefits of the change or to steer further
adjustments.

136. Moreover, the essential question of measuring the improvement in 1nternal
control, the delegation of responsibilities and the strengthening of the culture of
respensibilities have not yet been measured.

4.3.2. Negative feedback of a staff survey on the effects of the restructuring

137. The above-mentioned note also refers to the staff satisfaction survey that was
conducted from February to March 2023, The survey allows te measure staff
satisfaction with the “overall satisfaction with internal communications™ aspects;
with decision-making, delegation and performance management; with the level of
information on management team (MT) decisions; and finally, with the “UNFCCC
Commitment to Staff Well-being™. However, it should be noted that the survey was
carried out after only one year of restructuring. when the new organisation was just
settling 1n.
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138. Asked about the effects of the restructuring on their personal situation. the
wvast majority of UNFCCC staff responded negatively, particularly in the areas of
management and internal communications. The survey indicates that the aim to be
more” fit-for-purpose™ and to work more efficiently has not been fully reached.
Contrary to the “fit-for-purpose™ ambition. with the addition of layers to the
hierarchy, the approval processes are felt by some to be longer and lengthier.

139. On most aspects. UNFCCC responses are below the other UN organization’s
response scores. even on the job satisfaction/engagement., which was the best
UNFCCC score.

4.4. Recent adjustment of the restructuring on strategic functions

140. An adjustment to the restructuring was announced by the Executive Secretary
in March 2024. It entails a strengthening of the role of the Deputy Executive
Secretary on strategic functions linked to human resources management, resource
mobilization partnerships and legal affairs. This evolution overrides part of the
previous restructuring, and the UNFCCC Secretariat specified that the aim of the
realignment was to increase operational efficiency and facilitate better use of
human and financial resources. An evaluation framework would be needed to
measure the impact of the recent changes made better than was possible under the
previous restructuring.

4.4.1. A strengthening of the role of the Deputy Executive Secretary

141. The 2019 choices focused on centralizing departments and support services
within a single department called Operations, which was intended to provide the
resources available to support the strategic priorities of the Secretariat Human
resources and legal affairs, among others, were grouped within this department.

142. With the arrival of a new Deputy Executive Secretary, the Executive Secretary
of UNFCCC decided. as stated in the memorandum of March 2024, a re-alignment
of organizational structures, to increase operational efficiency and facilitate better
use of human and financial resources. He announced the adjustment to the
restructuring by e-mail of February 2024 to all UNFCCC staff. This reorganization
called “Increasing operational efficiency™ 1s presented as an attempt to facilitate
more efficient use of resources — both financial and human_

143. This new reorganization 1s focused on enhancing strategic oversight and the
role of the Deputy executive secretary. The changes relate to the organizational
realignment of the following divisions: Executive, Operations Coordination,
AS/human resources/information and communication technologies, Legal Affairs,
Transparency, communications and engagement and Intergovernmental Support
and Collective Progress, Programmes Coordination.

144 The Head of the human resources department as well as the Head of the
resource mobilization and partnership unit are due to report to the Deputy
Executive Secretary. The Legal Affairs division is moving from the Operations
department to the cross-cutting divisions group and 1ts director reporting directly
to the Deputy Executive Secretary.

145. The Tracking Recognition unit, previously located 1 the Communications
and Engagement division, has been transferred to the Info Hub. Data, Systems and
Tools subdivision of the Transparency division as a distinct umit to avoid
duplication of technical resources, while not co-mingling functions of the
Secretariat relating to Parties and non-Party stakeholders. The incoming manager
of the Communications subdivision, under the supervision of the Director of the
communications and engagement division, will have responsibility for developing
a strategic Secretariat-wide communications plan. The Intergovernmental Support
and Collective Progress division 1s strengthened by collaborations from the
Programmes department, and in order to facilitate the alignment of work
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programmes, the manager of the Collective progress division reports to the
Programmes Department director. The implementation of all those changes is
monitored by the organizational development and oversight unit.

. An adjustment requiring an assessment framework

146. The adjustment in terms of restructuring has not been thoroughly justified,
and KPIs have not been proposed to assess the success of the adjustment, as was
the case in the prior restructuring. The reform. would benefit from clarifying the
operational expected outcomes of the decision. and identify KPI in line with those
objectives.

147. The ambition of the initial recommendation of the Board (2019-145) was to
measure the progress made by the Secretariat in fulfilling its mandates, following
the reorganization. Specific performance indicators measuring these expected
developments and yet planned in principle. have only recently been developed and
have not been used as a tool to steer MT decisions or to report to Parties. The few
indicators produced in 2023 by the Secretarat. previously cited in this report.
measured performance relating to certain operational tasks of certamn divisions.
But, in no case have these performance indicators reflected the measurement of the
overall and strategic performance of the Secretariat. The Board considers that
pursung this objective. to be able to assess the “fit-for-purpose™ status of the
Secretariat is important.

148. However. the Board considers that the Secretaniat should in the short term.
and in the context of the organisation readjustment, focus on identifying indicators
for assessing the quality of operation and well-being of staff, to assess whether
changes in the organization are improving or deteriorating this situation. The
experience and results of the staff survey demonstrate that the expectations of the
staff are high and bread. The Secretaniat would therefore benefit from regularly and
carefully measuring this quality of operation and well-being.

149, These indicators could be linked directly to the length or transaction costs of
certain procedures. To measure the progress made since March 2023, the indicators
could, 1n particular, address the areas covered by the survey: leadership, ethical
behaviour at work staff well-being, innovation, collaberation and ereativity,
performance management, internal communications, learning and career
developments, restructuring results and job satisfaction. The rate of participation
in the questions asked would, in itself be an interesting indicator or staff
involvement and confidence in the institution, with a particular focus on the critical
areas, where the positive results were below 25 percent. which were internal
communications and staff. well-being and workload. and restructuring (-15
percent).

150. The Board recommends that the UNFCCC Secretariat set up and monitor
indicators on the effectiveness and efficiency of the most critical processes for
the functioning of the Secretariat and staff engagement and well-being.

151. The UNFCCC Secretariat accepted the recommendation.

Remaining challenges in terms of matching the governance and resources of the
UNFCCC Secretariat to its mandate

152. The nisk exists for the UNFCCC Secretariat of being overwhelmed with new
mandates (see sect. 5.1). The budgetary risk associated with the heavy reliance on
supplementary funding also needs to be considered (see sect. 5.2). Cascading
difficulties arise from the significant dependence on voluntary contributions (see
sect. 5.3). The UNFCCC Secretariat set a strategy to overcome these challenges
(see sect. 5.4).
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5.1. The risk of being overwhelmed with new mandates

153. The nsk exists for the UNFCCC Secretanat of being overwhelmed with new
mandates. The Secretariat does not rely on a single list of workstreams related to
the implementation of mandates decided by the Parties, thus hindering the follow-
up in the progress of the fulfilment of mandates. However, there 1s a consensus on
the fact that the number of mandates continuously increases, in parallel to the
merease of activities of the Convention’s governing bodies.

5.1.1 The absence of a single list of workstreams related to mandates decided by
Parties

154. The main challenge that the Secretariat faces today 1s the perceived
madequacy of its means to 1ts missions. This has been regularly expressed by the
Executive Secretary. in different circumstances, including 1n the fundraising letters
that were addressed to 43 Parties in September 2023: “Lack of funding will
jeopardize the completion of mandated activities, including critical category I
(essential activities) and category 2 (recurring or long-term activities)”.

155. The functions of the UNFCCC Secretariat are stated in article 8 of the United
Nations Framework Convention on Climate Change. The effective tasks requested
by the Parties to the UNFCCC Secretariat stem from “mandates™. that can be
understood as requests by Parties that will need implementation by the Secretarat,
on behalf of specific articles of the Convention, the Kyoto Protocol, the Paris
agreement, but also on behalf of the decisions adopted by COP, CMA, CMP, or of
the conclusions of SBI and SBSTA, that complement the international agreements’
decisions or add new activities to be carried out by the Secretariat. These mandates
thus give rise to “mandated activities”, that Parties expect the Secretariat to carry
out on a mandatory basis. They differ from “complementary activities™ that can be
carried out by the Secretariat on a voluntary basis. The latter are categorized as
“category 4 activities™ 1n the budget (see sect. 3.2.1).

156. However, there is no official definition of what a mandated activity 1s at the
Secretariat’s level. The UNFCCC Secretarniat has established a list of workstreams
that could encompass mandated activities. However, the status of this list 1s
uncertain, and it 15 not used as a reference document across divisions. The Board
has not seen an official document gathering this information in such a format.

157. Moreover, this structure in workstreams relating to mandates, is not reflected
as such in the Secretariat’s work program for the biennium 2024-2025. thus
hampering the legibility of the founding principles of this work program. In the
latter, mandates are listed division by division, as well as the corresponding list of
activities. For instance, for the Transparency division, a long list of articles of the
different international agreements is stated. If the corresponding activities listed in
the work programme sometimes overlap with those in the list of workstreams
related to mandates mentioned above. they do not correspond exactly, which means
that the follow-up of the workstreams carried out on behalf of certain mandates 1s
not stabilised, thus hindering the follow-up in the progress of the fulfilment of
mandates.

158. Last, the workstreams identified in the above-mentioned list of mandates have
not been broken down according to the six strategic objectives that have been used
for budgeting purposes since 2020, These different prisms of the Secretariat’s
action are not articulated and don’t help to identify a clear structure to 1ts action.

¥ 1) facilitating and supporting intergovernmental engagement; 2) operating established processes arising from decisions of the
COP; 3) assisting constituted bodies to fulfil their mandates; 4) managing data and information relative to the response to
the threat of climate change; 3) facilitating engagement process with UNFCCC processes; and §) overseeing dans managing
the UNFCCC secretariat.
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5.1.2 A continuous increase in the number of mandates

159. Regardless of whether the list of workstreams relating to mandates could be
improved, the effective number of mandates addressed to the Secretariat increases,
as SBIs/SBSTAs/CMAs/CMPs/COPs adopt new mandates at each session. The
surge in the number of mandates represents a risk for the UNFCCC Secretariat,
should 1ts funding lag behind this increase.

Survey of the Parties carried out by the Board of Auditors
In order to assess the Parties’ perception of the Secretariat’s constraints and collect
their suggestions on the Secretariat’s response to its mandate, the Board carried out an
online survey, that was addressed to the focal points of Parties.
About 365 people were invited to fulfil anonymously the survey. The survey was open
from 08 February 2024 to 04 March 2024.
47 representatives from Parties responded to the survey, representing a participation
rate of 13 percent. Yet, 23 percent of UNFCCC Parties responded to the survey (45
Parties).

+  The answers allowed for a fair representation among the groups of Parties:

19 Parties as part of Annex I (out of 43);

= 21 Parties as part of G-77 (out of 134);

= 6 Parties from the Least Developed Countries group (out of 45);

= 6 Parties from the Small Island Developing States group (out of 39).
The results from this survey are presented as corresponding issues are raised
throughout the Board’s report.

160. In the Board’s survey of Parties (see dedicated box above), when asked “Whar
are, according to you, the main challenges that UNFCCC's Secretariat will have to
face in the coming years in delivering on its mission and mandates? ”, and invited
to choose between several answers, Parties identified the increase of mandates as a
real challenge for the Secretariat.

Figure ILXII

Answer to the question “What are, according to you, the main challenges that
UNFCCC’s Secretariat will have to face in the coming vears in delivering on
its mission and mandates?”

Ineffective resource management (by the secretanat) I

Lack of clear and compelling strategic direction for the
UNFCCC secretariat

Tendenches 1o averwheim the UNFCOC searetariat with more
FRanatS Without proparly increasing i inding
Ack of social suppornt for the UNFCOC
result of peroeption of its actions as lrcsuffickent oF not I -
ratical of just enough
Deciing In humanity's interest in fighting climate change
resubiling from 4. a failure o deliver on 1,5°C goal

m Strongly disagree Disagree Ho Dpinion Agree  w Strongly agree

Source: Board of Auditors’survey of Parties.

161. The increase in the number of mandates reflects the general increase of
activities of the Convention’s governing bodies. This increase of activities has been
documented by the UNFCCC Secretanat, in its information paper on “past sessions
and regional distribution of observe organisations™'®, provided in the 58th session

of the SBI. More specifically, 1t shows a surge in the number of items included 1n

€ FCCC/SBI/2023/INF.5; Information on past sessions and regional distribution of observer organizations; Information paper
by the Secretariat.
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the adopted agendas for the sessions of the governing and subsidiary bodies
between 2012 and 2022, from 131 items in 2012 to 164 items 1 2022, with a peak
of 203 items m 2021. It concludes that “the increase in the scale of UNFCCC
sessions reflects a growing awareness af the urgent need to address climate change.
However, this is placing increasing pressure on host countries in terms of providing
adequate facilities and on Parties, in particular small delegations, as well as
presiding officers and the Secretariat, in terms of having to manage more complex
agendas with broader scopes™.

5.2. The budgetary risk associated with the heavy reliance on supplementary
funding

162. The inadequacy of the cycle of adoption of new mandates with the budgetary
cycle leaves the implementation of new mandates largely if not exclusively
dependent on voluntary resources for at least one or two years. The reliance on this
supplementary funding is increased by the shortfall on core budget. as not all key
mandated activities can be covered by the indicative contributions of the Parties.
However, the mobilization of voluntary resources to meet the needs associated with
the implementation of new mandates has so far only been targeted at a limited
number of Parties.

5.2.1. New mandates relyving on voluntary funding because of the misalignment of
their adoption with the budgetary cvcle

163. In 1ts July 2023 report on the UNFCCC 2022 financial statements, the Board
underlined the critical risks on resources. This risk includes an increased
dependence on supplementary funding (see part 3.3 for corresponding amounts)
which entails difficulties for the UNFCCC Secretariat. Some Parties underlined this
risk 1n their answers to the Board’s survey. as they identified the following main
challenges for the Secretamat: “Dealing with outstanding contributions from
Parties to the core budget,; resuming balance between resources in core budget and
in the Trust fund for Supplementary Activities; streamlining the agenda of
multilateral fora™.

164. New mandates that are adopted between the approval of two biennium
budgets by SBIs/SBSTAs/CMAs/CMPs/COPs, as well as by the CDM Executive
Board and constituted bodies, are automatically considered as part of the
“supplementary budget” requirements funded by voluntary resources. regardless of
the nature of the mandates. Regarding COP’s decisions two situations arise
according to the position of the year m the biennium: at the end of the first year of
the biennium, the budget was adopted a year earlier and could not reflect future
decisions, at the end of the second year of the biennium, the budget proposal 1s
adopted simultaneously as the negotiations leading to the adoption of new
mandates. Hence, each new mandate given by the COP is unfunded at the time of
its adoption, as stated by a Party: currently there 1s a “disconnection between
decision-making and budgetary implications™.

165. To address this 1ssue, the Secretariat communicates at the end of each COP,
on the administrative and budgetary implications of the decisions taken Parties
welcome this as summarised by one answer to the survey: “we continue to
encourage the Secretariat to inform Parties of the cost of certain of their decisions
fe.g. creation of new bodies, addition of workshops)”. however some wish to have
the information earlier: “currently Parties only gef a general overview of all
additional funding requiremenis at the end of the closing COP plenary, so when
evervthing is decided”.

166. For wnstance. at the end of COP 27, a note on administrative and budgetary
implications of the decisions adopted was presented by the Deputy Executive
Secretary to the COP (a stmilar information has been addressed to CMP and CMA),
and the mmformation was registered in the proceedings of the Report of the
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Conference of the Parties”. The UNFCCC thus stated that “the decisions [the COP]
adopted under six agenda items have financial and human resource implications
bevond the provisions included in the budget for the biennium 2022-2023"_ The
UNFCCC Secretariat therefore listed the additional activities induced by decisions,
their anticipated amount and their category. At the end of COP 28, a similar warning
was issued!®. The ES emphasized at this occasion that critical activities could be
jeopardised by this situation: “In addition, it is imperative that funding is available
in order to start the work on the critical mandates. We will anly be in a position to
prepare and deliver the newly mandated outputs when — fo say it in plain terms —
money is in the bank!”. The additional funding requested amounts to €
17.7 million'®, of which € 2.3 million concern category 2 activities, and the rest
either category 3 activities or a mix of category 2 and 3, € 645 thousand are
absorbed from existing resources, and € 3.15 million are to be made available from
operationalizing of the fund for responding to Loss and Damage.

167. Category 3 and 4 activities are meant to be financed on voluntary
contributions under the Trust Fund for Supplementary activities as they always are.
Category I and IT activities are listed as to be funded “from the core future (post
2023) budget periods if approved by the appropriate governing bodies” However,
for the year 2023, the funding of Category 2 (and possibly Category 1) activities
adopted 1n COP 27 also relied on veluntary contributions. Without any budget
adjustment, as has been the case until now, core activities newly decided in a COP,
that could represent a high-stake priority, have no guarantee to be funded for at
least the next year, or even the next two years, as shown 1n the graph below.

Figure I1.XIII

Inadequacy of the timing of new mandates (example for mandates decided by
COPs) with the budgetary cycle

COP Year N COP Year N +1 COP Year N +2
Adoption of the Adoption of new Adoption of the new
biennium budget rraaredabes biennium budget
Adoption of new | Adoption of new :
mandates in COP Year  mandates in COP Year .
N N2 |

Warkpdan

corresponding to

mandates adopted

in prior years

Warkplan
corresponding to

adopted
M year

e e

Workplan [ ]/ [ Financed on the CORE budget

eorresponding te [ ] Financed on the Trust Fund for
l:l Supglemnentary Activities

mandates adopt. N
+1 year [ l l:l Financed from ather funding
Sources

Source: Board of Auditors.

"FCCC/CP/2022/10 §132 and following

8 FCCC/CP/2023/11 § 131 and following

19 FCCC/CP/2023/11 § 131 and following: “The secretariat informed the COF that estimated additional contributions of EUR
17.7 million will be required to the Trust Fund for Supplementary Activities to enable the secretariat to fulfil its mandates
from COF 28, CMP 18 and CM4 3 in the biennium 2024-2025"

43



FCCC/SBI/2024/INF.7

United Nations Framework Comvention on Clhimate Change

168. The problem raised in COP 28 was identified as scon as during the SBI held
in June 2023 but no solution was put forward. The 58th SBI did not propose to
modify the new biennium budget proposal under negotiation: if it noted “with
concern the inadequacy of the budget for the biennium 2022-2023 fo support all
mandates from Parties and the increased reliance on supplementary funding”.
when UNFCCC Secretariat presented the budgetary consequences of the
conclusions adopted at this session, = the representative concluded by noting that
costs for 2026 and bevond will be reviewed in the context of preparing the budget
for the biennium 2026-2027"_ No solution was proposed by the COP?! either, which
only reflected in its report the Secretariat’s statement that “The Secretariar noted
that such supplementary requirements will be set out in the fundraising letier sent
to relevant Parties at the beginning of 2024 and that resource requirements for
2026 and bevond resulting from decisions taken af those sessions will be treated in
line with the established budgetary process™.

. A heavy reliance on fundraising to implement new mandates and offset the

shortfall of the core budget

169. The UNFCCC Secretanat faces different challenges, that keep the UNFCCC
Secretariat heavily reliant on voluntary funding:

- the lack of funding of all category 1 and 2 mandated activities through
the core budget (see part 53). While the COP
(FCCC/CP/2023/11/Add 2, decision 19/CP28. para. 28) decided
“that Parties will seek to approve future core budgets that include all
category 1 (essential) and 2 (long-term, recurring) activities that
have been mandarted by the Conference of the Parties and the
Conference of the Parties serving as the meeting of the Parties to the
Paris agreement” | 1t 15 indeed not the case today;

- the need to raise funding for category 3 activities that are mandatory
to fulfil the mandates:

- the addition. throughout the biennium, of new mandated activities that
are not financed until the next budget approval.

170. The Secretanat thus sends out fundraising letters to Parties at the beginning
of each vear, as well as mid-year. On 8 March 2023, the Secretariat addressed
Fundraising letters to 43 Parties (mostly Annex I countries), specifying the revised
funding requirements for the Trust Fund for Supplementary Activities and Trust
Fund for Participation. based on the outcomes of COP 27 and 2022-2023 UNFCCC
biennium budget approved by Parties for 2023, The letters listed specific
commitments and expectations of Parties needing funding, some of critical
importance to the negotiation process : “launching the transparency regime under
Article 13 of the Paris agreement (emhanced transparency framework) [_.].
delivering the first Global Stocktake at COP 28, [..] initiating the establishment
and launch of work of the new funding arrangements to address loss and damage
Jrom climate change, and the operation of the Santiago Network on loss and
damage”. A second letter was sent on September the 6th 2023, specifyving that “the
Secretariat has received EUR 14.5 million for the Trust Fund for Supplementary
Activities, against the initial funding requirement of EUR 72.3 million. Most of the
Junding received has been earmarked for specific mandates and activities [ ]”.
This letter was also addressed to the same 43 Parties. In the end the Secretariat
recewved € 36.5 million for supplementary activities in 2023, In 2024, siumilar letters
were sent out to 42 Annex I countries. In these letters, considering the huge
supplementary funding needs for the 2024-2025 biennium. which exceed € 150
mullion, the Secretariat has proposed to focus on “critical mandates™.

171. As these fundraising letters seek to secure the financing of new mandates, that
should 1n principle be financed by the core budget, as well as category III activities

®WFCCC/SBL/2023/10 § 155 and 162 and following.
1 FCCC/CP/2023/11 § 131 and following.
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that are crucial to the outcome of negotiations (such as the Global Stocktake) the
Board considers that the Secretariat 1s entitled to address them to any Party who
would be willing to provide financing. and that restricting requests mainly to
Annex I countries represents a limitation to the fundraising capacity of the
UNFCCC Secretariat.

172. The Board recommends that UNFCCC Secretariat widen the base of the
contribution to mandated activities by sending fundraising letters for
voluntary resources to an extended list of Parties.

173. The UNFCCC Secretariat accepted the recommendation.

Cascading difficulties arising from the significant dependence on voluntary
contributions

174. The significant dependence on voluntary funding introduces many
uncertainties, as the UNFCCC Secretariat relies less predictable and flexible
resources to carry out core mandated activities. Earmarking can prevent the use of
some voluntary funds on high-stake priorities identified by the Secretariat. The
Secretariat, faced with high political expectations on new decisions by the Parties,
tends to disregard the fact that actions of the Secretanat called for in COP/SB
decisions should be undertaken subject to the availability of financial resources. It
starts to fulfil mandated activities by using voluntary resources and shifting or
borrowing financial resources and staff ime from sufficiently funded workstreams.
which does not represent a desirable management practice. In addition. the
Secretariat finds it difficult to fill positions financed through voluntary funds.
Concerns have also been expressed on the financing of support services in these
conditions, even if the current levy of 13 per cent to support back office functions
appears comparatively high

Recourse to internal borrowings across projects

175. In order to be able to deliver on urgent mandated activities, the UNFCCC
Secretariat resolves some funding issues through reallocations and borrowing of
funds from one project to the other. The Board already highlighted this practice in
its July 2023 report on UNFCCC financial statements for 2022, when it observed
that the financing of the 56th SB conference had led to internal lending: “in order
to pay the suppliers, especially the World Conference Centre Bonn, UNFCCC had
to temporally advance $ 3.1 million taken from the Programme Support Cost Fund.
This loan was almost entirely returned to the Fund when UNFCCC succeeded to
raising the required funding™.

176. This has also been the case for the new “loss and damage™ activities. The
funding received to support the operationalisation of funding arrangements for loss
and damage. including the Transitional Committee, was collected throughout 2023
and amounted to $ 2759684 It included $ 150,000 through non-earmarked
supplementary funding allocation by the Executive Secretary in March 2023, as
well as dedicated funds granted by donors. The main contribution was provided by
Germany and consisted of two commitments amounting to approximately $
1.8 million, the bulk of which was only received in October. Hence, before these
funds arrived, other funds were mobilised. and specifically those of the Santiago
Network project. They allowed to carry out the meetings held in Luxor on 27-29
March 2023 and in Bonn 23-27 May 2023. These amounts were then reimbursed to
the project by December 2023,

177. This situation 1s far from being isolated, and the Executive Secretary
mentioned this practice in the fund raising letters that 1t addressed to 42 Parties 1n
March 2024 : “Without timely, reliable and sustained funding, the Secretariat has
had to find ways to continue supporting the work of critical areas such as data
systems required for the ETF and the Trust Fund for Participation (TFP), by
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advancing monies and continuously borrowing from internal sources. This practice
cannot continue indefinitely, and urgent corrective action must be taken to address
the funding gaps™.

178. This means that in effect. as acknowledged by the UNFCCC Secretariat™ it
frequently needs to disregard the fact that actions of the Secretariat called for in
COP/SB decisions should be undertaken subject to the availability of financial
resources. The organizational habit i1s instead to attempt to fulfil mandated
activities regardless — by shifting (or borrowing) financial resources and staff time
from sufficiently funded workstreams This practice can affect the quality of
delivery of the Secretariat, and downgrades the quality of projects’ management by
introducing permanent reallocations and uncertainty over the availability of funds.
Moreover, it means that the UNFCCC Secretariat is confronted with the permanent
prioritisation of activities.

Likely constraints on recruitments

179. Having a core budget both lagging behind the new mandates and not sufficient
to cover all category 1 and 2 activities also puts a burden on human resources,
though the number of total filled positions (including temporary positions)
increased steadily over the past 3 years, including the number of filled positions
financed with the Trust Fund for Supplementary activities. Indeed, the rate of filled
posttions compared to approved ones 1s low. As shown in the table below, core
funding, which allows predictably on the funding for recruitments only represented
37 per cent of filled positions of the Secretariat in December 2022. The Trust Fund
for Supplementary Activities should, for its part, have provided 32 per cent of total
positions across the UNFCCC Secretariat. but in effect. 1t accounted only to 22 per
cent of filled positions. the rate of filled positions compared to approved positions
being very low since 2020 (it 1s only 47 per cent in 2022).

Table IT.4
End of yvear staffing compared to approved posts

31y1e Ay 314 31T

Trust Fund for the Core Budger

Approved 1735 1795 179,5 181
Fillad® 1454 4 153 148
Trust Fund for Supplementary Activities

Approved 36 110 110 182
Filled 246 43 59 &6
Trust Fund for the Clean Development Mechanism

Approved 87 a5 85 78
Filled 768 705 63 4
Trust Fund for the Internarional Transaction Log

Approved 7.5 6.5 6.5 ]
Filled 4 4 4 3
Trust Fund for the Special dnmial Contribution from the Goverrmant of Germargy
Approved 2 9 o 1
Filled 7 7 ] 1
Special account for conferences and other recoverable cozis®

Approved 5 § ] 1
Filled 5 4 5 g
Special account for cost reconvery relaved activities

Approved ek 3 28 28 3z
Filled 3 2] 24 25
Frogramme support (overhead)

Approved 815 74 4 76
Filled 63,1 623 §6 7
Toual

Approved 4265 408 408 565
Filled 439 3548 815 06
% of filled positions 82%% 1% TT% T0%

Note: Filled posts are occupied by staff members who have been awarded a fixed-term contract
of one year or more and are appointed against established posts after a complefe recruitment

 Terms of reference of an internal working group on prioritisation of activities.
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process, including review by the Review Board. In 2019, it didnt include temporary assistant
coniracts, although it was the case for later years. The number of staff members in temporary
positions was 24 in 2020, 36 in 2021 and 32 in 2022.

Source: Board of Auditors | SBI reporting.

180. The low rate of filled positions funded by the Trust Fund for Supplementary
Activities may have different causes. The Board already noted in 1ts report on F5
2019, that “there is a contradiction between a high vacancy rate over the years and
additional established posts. Therefore, it might be questionable whether additional
posts were necessary to meet UNFCCC operational requirements™ It is also
questionable to maintain such a high level of established posts for such a low level
of filled posts. However. the absence of visibility on the sustainability of funds 1s
likely to have an effect. The Board has not carmed out a thorough review of
recruitment procedures. However, 1t noted that the UNFCCC Secretanat recently
(6 March 2024) approved an internal memorandum stating that contract duration
should not exceed the period of funding availability, reflected in the wacancy
announcement. Such a policy, guaranteeing a sound management of human
resources, can nevertheless become a hindrance to recruitments, as very short-term
perspectives are provided to candidates (less than three yvears in general).

. A decreasing share of funding granted through programme support costs and

cost recovery mechanisms, although the current levy to support back office
functions appears comparatively hich

181. The financing of support teams raises concern. This is alse linked to the
difference of UNFCCC Secretariat compared with the UN Secretariat. Indeed. as
stated 1n AI/2023/15 on program support costs (PSC): “Funding of administrative
support services at the UNFCCC Secretariat differs significantly from the approach
taken at the UN Secretariat. Whereas the UN General Assembly approves
appropriations for funding of most of its programme support services in the Regular
Budget of the United Nations, the UNFCCC Secretariat’s core budget, as adopted
by its governing bodies, does not include such appropriations and insfead includes
a 13 % programme support cosis (PSC) line. [...]. Therefore, PSC forms a
substantive part of the Secretariat’s operational budget”.

182. This levy of 13 per cent to support back office functions appears
comparatively high (the equivalent at UNDP is around 8 per cent).

183. Support services can also be funded from the cost recovery mechanism_ that
1s detailed 1n AT/2023/14. The services that can be financed from the cost recovery
mechanism are listed 1n annex 1 and 2 of the administrative instructive mentioned
previously. Annex 1 specifies that “The cost of the services, which are listed in
paragraph I above must be covered from the same source of funding that is used to
cover the cost of the personnel that receives the services”. This annex also specifies
that “The services covered by this mechanism are recurring and standardized”.

184. Hence. some services such as administrative  services/human
resources/information and communication technologies are funded according to
three different mechanisms: direct funding from the core budget or other trust
funds, PSC and cost recovery mechanism. An analysis on the past 4 years shows
that on average, approximately € 21 million per vear has been spent on AS/human
resources/information and communication technologies. The Board was not 1n a
posttion to assess the exact amounts, due to double counting 1ssues (see note 1n
figure below) Nevertheless, it shows that although a significant amount of
UNFCCC’s consumed budget 1s dedicated to support teams, 1ts share of the total
consumed budget remains relatively stable, and even decreases slightly.
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Figure II. XIV
Approximation of funds dedicated to AS/human resources/information and
communication technologies

{(United States dollars)
30,000,000 30%
25,000,000 % 25%
3%
20,000,000 20%
9%

15,000,000 15%
10,000,000 10%
5,000,000 5%
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I consumed budget UMOJA final e share of total expenditure

Note: doubles count exists on cost recovery expenditures as TCO (total cost of ownership) charges
Jor AS/human resources/information and communication technologies employees on positions not
Sfunded from the cost recovery fund should be subtracted, as well as potential expenditures relating
to services delivered by the information and communication technologies division in support of
AS/human resources/information and communication technologies.

Source: Board of Anditors | UNFCCC’s Umoja data.

The UNFCCC Secretariat’s strategy to overcome these challenges

185. The UNFCCC Secretanat 1s aware of the challenges that this misfit between
1ts objectives and its funding induces. It 1s thus working on strategic documents
and an annual “executive workplan™. Yet. the annual workplan is not linked to
mandates, although 1t could have been the opportunity to clanfy the contribution
of the different activities and workstreams towards the achievement of the
mandates. The Secretariat 1s establishing de facto priories at different stages of the
elaboration and implementation of its work pregramme, in the absence of
prioritization by the Parties in the mandates. The difficulty to raise sufficient funds
to meet all objectives. the misalignment of the adoption of new mandates and
budget decisions, and the hindrances entailed by the heavy reliance on veluntary
funding argue in favour of establishing clear priorities that would allow the
UNFCCC Secretariat to secure the delivery of high-stake expectations. However.
this goal cannot be pursued if attention 1s not also paid to proposals that could
increase collaboration between divisions. allow for efficiency gains and alleviate
the collective burden of teams. In any case, these considerations on priority setting
in the Secretariat’s activities would benefit from being shared with Parties. and
articulated with broader reflections on the efficiency of the Convention’s processes.

5.3.4. The first steps towards a strategic plan and an annual “executive workplan™

186. The growing sense of struggle to make means match objectives and the sense
of having to set priorities, has led the Executive Secretary to initiate efforts for the
development of a strategic plan of the Secretariat. since late 2022 As such. this
approach could be considered to be the up-dated version of the “fit-for-purpose”
initiative that was carried out 1n 2019, especially as 1t 15 considered to provide an
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answer to the staff’s concerns of a lack of direction, highlighted in the 2023 staff
satisfaction survey.

187. The final Strategic plan’s goal 1s to “enhance the efficiency and gffectiveness
of the Secretariat”. It thus also allows to respond to a recent OIOS
recommendation®, which urged the UNFCCC Secretariat to “develop a strategic
plan and framework which aligns its purpose, strategic objective and organization
structure [...]7. Following preparatory work in 2023, and a Management Team
meeting in March 2024, work has begun on developing the strategic plan under the
coordination of the Manager, Organizational Development and Oversight unit, and
the overall guidance and leadership of the Executive Secretary. External expertise
will also be used, to provide mn-kind support where needed.

188. In parallel to this medium-term approach, the UNFCCC Secretariat developed
a short-term approach focusing on establishing priorities within its numerous
activities, through the establishment of an “executive workplan™ The first version
of this executive workplan was established in 2023 A new executive workplan was
also established for 2024 **. This workplan lists 19 “focus areas” and 39
“workstreams”. Those workstreams are then specified with the identification of a
desired outcome, key deliverables, impact (of deliverable). milestone description
and milestone date. It thus allows the Executive Secretary to identify strategic
activities more easily and to moniter the implementation of those activities.

5.3.5. The challenge of establishing priorities

189. Beyond the identification of activities that request a follow-up at the
Executive level the perceived mismatch between objectives and resources is
leading the Secretariat to work on the prioritisation of activities. A “working group
on prioritization of mandated activities” will indeed be set up. The draft terms of
reference of this group indicate that the purpose of the group i1s to “make
recommendations and provide sustainable solutions for the capacity constraints
facing the Secretariat in the context of ever-increasing demands from Parties”. The
scope of the group is to focus on reviewing both mandated and non-mandated
activities and to engage in a broader review for the 2026/27 budget proposal™.

190. Prioritisation of activities 1s in effect carried out at several steps of the
projects’ cycle, even though the Secretariat tries to address all mandated activities,
and mvolves all categories of activities. First the extent of the activities proposed
in response to a specific mandate can reflect a prioritisation. Second the
categorisation of activities 1s subject to appreciation: some activities that have been
categorised as category 1 and 2 in the past may be re-categorized to category 3
according to their end-date, thus de-prioritising them as they will be subject to the
availability of funding Third, m the different budget scenarios presented by
UNFCCC Secretariat. some category 2 activities were presented for core funding
in some scenarios and for “supplementary budget”, funded by voluntary resources,
in others, meaming that they were de-prioritised effectively compared to the
activities maintamned in the core budget. Last, the allocation of non-earmarked
funds from the Trust Fund for Supplementary Activities. that can finance category
2 and 3 mandated activities, follows a prioritisation strategy, whether explicit or
not.

191. The working group on prioritization of mandated activities ambition is
therefore laudable, and will provide useful reflection on the criteria used to
prioritise or deprionitise the activities internally.

192. Parties do not seem to be reluctant to the UNFCCC’s Secretariat proposing a
prioritisation of activities. In the survey to Parties carried out by Board. when asked
“Some mandated activities are currently proposed to be funded by supplementary

¥ 0IOS, 2023/35, Audit of the Transparency division at the UNFCCC.
¥ As it was presented to the management team, “the 2024 workplan represents all relevant workstreams of the secretariat as
proposed by divisions. thereby providing both (executive) focus and completeness™.
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funds. How do you think the Secretariat should react to this?”, Parties answered
with a large majority that the Secretariat should establish priorities, while being
very transparent about the outcome of the exercise:

Figure IL XV
Answer to the survey of Parties

The secretaniat should establish a list of priorities within
mandates on which it will secure the delivery of activities

0% 20% 0% 40% S50% 60% T B0% 90% 100%

= Strongly disagree Disagree Wo Opinion Agree = Strongly agree
Source: Board of Auditors.

193, The real expectation of the Secretariat 1s however that Parties prioritize
mandates, as requested by the Executive Secretary and stated in 2024 fundraising
letters: “the Parties will need to determine which mandates can be prioritized as it
will be impossible for the Secretariat to implement mandates at the required level
of quality”. The difficulty to raise sufficient funds to meet all objectives, the 1ssue
relating to the adoption of new mandates in parallel with budget elaboration and
the hindrances entailed by the heavy reliance on supplementary funding argue 1n
favour of establishing priorities that would allow UNFCCC Secretariat to secure
the deliverance of high-stake prionties. For instance, one of the options to explore
regarding new mandates could be the adoption of a contingency budgetary line that
would explicitly refer to the launching of high-stake new mandates.

194. Another possible solution could be to adapt the budget to new mandates and
new priorities on an annual basis. Indeed, the UNFCCC Secretanat 1s requested to
present a biennium programme budget proposal at each even vyear
(FCCC/CP/1995/7/Add 1, Annex 1, para. 2). As in every COP decision on the
biennium budget, during COP 28, the Parties requested the UNFCCC Secretariat to
propose at COP 29 “any adjustments that might be needed to the programme budget
for the biennium 2024-2025" (FCCC/CP/2023/11/Add. 2, decision 19/CP.28, para.
2). However, no adjustment was made since the creation of the Secretariat. The
Board considers that an annual adjustment to the budget could allow to be more
reactive and to adjust more quickly to the new requests of Parties. Shifting to an
annual budget, as has been the case in the UN Secretariat, could also be a solution.

195. In any case, as stated by a Party, “an overall conversation about the overload
situation of mandates to the budget should be a part of the conversation between
the Secretariat and the parties before the next budget”.

196. The Board recommends that the UNFCCC Secretariat submit to the
Parties a new methodology for budget proposal and approval, to better address
challenges linked to: (i) the context of increasing new mandates, (ii) the
misalignment of the timeframe for mandate adoption and budget
appropriation, and (iii) the need to define and approve high stake priorities
along with the budget necessary for their implementation.

197. The Secretaniat could notably propose to: (1) present a new methodology,
beyond the approach per category, based on priorities setting; (11) shift to an annual
budget framework; (111) recourse to programme budget adjustments as needed; and
(1) find other sclutions such as setting a contingency budget line to cover the
starting costs of new mandates. The pros and cons of the different solutions should
be carefully studied ahead of any proposal to the SBI and the COP.

198. The UNFCCC Secretariat accepted the recommendation.
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5.3.6. Necessary focus on increasing the UNFCCC’s Secretariat’s efficiency

199. However, considering the “breaking the silos™ ambition of the past
restructuring, special attention should also be paid to the proposals that could
increase collaboration between divisions, allow for efficiency gains and alleviate
the collective burden of teams. This approach could rationalise the work and
decrease the cost of activities carried out by the Secretariat.

200. According to UNFCCC Secretariat, this kind of consideration prevailed for
the organisation of the climate weeks 1n 2023: funds from several divisions were
pooled to be able to make the event take place. As stated m UNFCCC’s fourth 2023
quarterly report®®, the UNFCCC Secretariat, together with UNDP, UNEP and the
World Bank, organized four regional climate weeks (Middle East and North Africa
Climate, Latin America and the Canbbean, Asia-Pacific, Africa) which “attracted
26,000 participants in 900 sessions, including 80 mandated UNFCCC events. UN
Climate Change is trying to make better strategic use of the regional climate weeks,
including by having mandated events at the climate weeks and linking a common
theme each year to support the international negotiation process™.

201. However, the Board has not come across any consolidation of the efficiency
gains identified, or any action plan to implement such efficiency gains. Moreover,
current indicators relating to efficiency considered by the Secretariat (see part 3.4)
do not measure renewed ways of working or synergies across divisions that could
bring efficiency gains. However, several Parties have answered to the Board survey
that they think that the Secretaniat should “undertake efforts to streamline the
Secretariat, look for efficiency savings™.

202. The Board recommends that the UNFCCC Secretariat present to the
Parties a strategy to increase significantly its efficiency and effectiveness in the
next three vears, and report vearly on the results reached.

203. The UNFCCC Secretarniat accepted the recommendation.

5.3.7. Necessary interactions with Parties and link with the evolution of the
Convention’ process

204. Considerations on priority setting and/or rationalising events would benefit
from being shared with Parties. They could be usefully shared to question the
impact of some of the Secretariat’s activities and propose to downsize those that
are deemed as having a low impact.

205. Parties would likely welcome the effort of accountability from the Secretariat.
Indeed, when asked (see box on the survey of Parties) “Do you think the format of
the SBI sessions is appropriate to tackle possible issues in relation with adequation
of the Secretariat’s means with the expected outputs of mandated activities?”,
Parties that do not agree with this statement, and would welcome workshops
facilitated by the Secretanat.

Figure IT XVI
Answer to the survey of Parties

seretarial, with & view
i The year

o ¥ It ¥ Ao, ¥ = L i 1100F

There should be workshops &

10 adidress the

n5irongly disagree  slisagree = Mo Opinion Agres  m Srongly agme

Source: Board of Auditors.

206. However, the UNFCCC Secretariat currently mainly shares insights with the
Bureau of the COP, CMP and CMA, regarding the Convention’s evolution of

¥ Message_to_Parties_and_observers-Quarterly Report 4 2023 pdf (unfecc int).
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processes. Indeed. “an exercise has been initiated for delivering a series of
improvements to the UNFCCC process with a view to better supporting Parties and
other stakeholders in a way that enhances the party-driven process and leads to
implementation of climate action”. The reflections on the issue could include
“having multi-year agendas, involving outgeing and incoming Presidencies on a
systematic basis and rationalizing mandated events”. Hopefully they will also
address the 1ssue of the closing of certain mandates that are obsolete.

207. These proposals are also discussed within a dedicated agenda item in SBI
meetings, entitled “increasing the efficiency of the UNFCCC process”. In its report
on its 58th session?®, the SBI thus underlined “the challenges posed by the
increasing scale of the UNFCCC conferences, in particular the growing number of
agenda items and mandated events since in-person sessions resumed at the end of
2021, following the postponement of sessions during the pandemic. It took note of
the implications of this for the transparency, inclusiveness and effectiveness of the
process and the implications for the budget and other organizational issues™.
Parties were therefore wvited to submit views on streamlining the provisional
agendas of the governing and subsidiary bodies, by 31 March 2024 The SBI also
“requested the Secretariat to prepare a technical paper for consideration at SBI 60
(June 2024) on options for reducing overlapping items on the provisional agendas
af the governing and subsidiary bodies taking into account the views referred to in
paragraph 138 above™.

208. This agenda item allows to raise awareness on the operational difficulties that
the current negotiation process entails and the corresponding suggestions should
concur to the Secretariat’s own reflections on priority setting. They could also
support a broader approach towards the downsizing of events that have become
difficult to carry out 1n such a format. Such “downsizing™ proposals are currently
considered for the COP 30 1n Belém do Para (Brazil), due to the challenge of
hosting 50,000 participants in this town, that can currently offer accommeodation
only for approximately 20,000 people. Indeed, the conclusions of the fact-finding
mission to assess the feasibility of Belém as host city for COP 30. that the
Government of Brazil requested UNFCCC to conduct, suggests that “To mitigate
the risk of sufficient numbers of beds not being available in the categories needed,
consideration may need to be given to innovative ways of adjusting the scope of the
COP programme in order to reduce participation”_ It also offers other suggestions,
such as considering “reducing or eliminating other non-mandated aspects of the
COP such as the pavilions offered on a commercial basis thereby reducing the
number of participants who attend COPs to service and attend pavilion events.
Cansideration could be given to limiting non-mandated side-events.”

209. However, the reconciliation between UNFCCC Secretariat’s expectations on
its strategic approach and the expected outcomes of this agenda item 1s not carried
out at this stage. Even though the scopes of both approaches are not 1dentical, the
expected outcomes of the agenda item should influence the Secretariat’s strategic
considerations.

210. In any case. the strategic effort that 1s being carned out by the Secretanat, and
1ts consequences in terms of short-term priority setting. should be discussed with
the Parties in the appropriate setting, following the footsteps of the prior “fit-for-
purpose” approach. which had been discussed with the Bureau. Indeed. in the
Bureau’s meefings on 3-4 September 2018 for instance, the Secretariat had
“informed the Bureau that the Secretariat had launched a process, using the help
af external expertise, to ensure that the Secretariat was fit for purpose and to ensure
enhanced efficiency of its structure and operations. [...] The Secretariat will keep
the Bureau and Parties informed on progress of the review™.

211. This could in addition respond to the limit stated by several Parties, indicating
that addressing the current challenges of the Secretariat should be done “at the
political level, in no new agenda item /disconnected negotiation room”, and that

% FCCC/SBL/2023/10, § 134 and following.
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“Workshops throughout the year are not accessible to many parties and very
expensive, having more agenda items is difficult for small delegations to follow,
there needs to be another way to communicate budget and mandate updates (e.g.
through the Bureau) ™.

212, The Board recommends that the UNFCCC Secretariat regularly report
on its strategic approach (strategic plan, delivery of mandates, prioritization
criteria) to the Parties, including through the Burean of the Conference of
Parties, to guarantee accountability and increase alignment with
considerations of the Subsidiary Body for Implementation concerning the
efficiency of the Conference’s processes.

213. The UNFCCC Secretanat accepted the recommendation.

Transmission of information by management

VWrite-off of losses of cash, receivables and non-expendable property

214 UNFCCC reported to the Board that a total of $ 20.991 for long outstanding
travel related advances paid to participants to UNFCCC events prior years and
other unrecoverable account receivable balances. These advances were deemed
uncollectible and subsequently written off. during the year ended 31 December 2023

215. . No wrte-offs of losses of property were reported. Respective supporting
documents were available for all cases. The write-offs were conducted 1 accordance with
Financial Rule 106.7 (a).

Ex gratia payments

216. UNFCCC stated that ex gratia payments were not made 1n 2023,

Cases of fraud and presumptive fraud

217. In accordance with the International Standards on Auditing (ISA 240). the
Board plans its andits of the financial statements so that it has a reasonable
expectation of identifying material misstatements and irregularities (including
those resulting from fraud). The Board’s audit, however, should not be relied upon
to identify all misstatements or uregularities. Primary responsibility for preventing
and detecting fraud rests with Management.

218. Durning the audit, the Board made enquiries of Management regarding the
oversight responsibility for assessing the risks of material fraud and the processes
in place for identifying and responding to the risks of fraud, mcluding any specific
risks that Management has identified or that have been brought to Management’s
attention. The Board also enquired whether Management had any knowledge of any
actual. suspected or alleged fraud. This includes enquiries of the Office of Internal
Oversight Services. The additional terms of reference governing external audit
include cases of fraud and presumptive fraud in the list of matters that should be
referred to i its report.

219 UNFCCC stated that there was no case of fraud or presumptive fraud for the
financial year ended 31 December 2023.

220. The Board has not identified any instances of fraud in 1ts audit. and no cases
have come to the Board’s attention as a result of the review.
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U] Matioes: Framework Cosnention on Clmae Clonge

Status of implementation of recommendations up to the financial year ended 31 December 2022

Srarus after verificanon

Auatr Re Elnader L ek
Na. FEpOIT apart Board 5 recommendation Management 5 response Board & assessment fmplemented  smplemenrta mmplemente o by
year refirenor rioR d EVEnLE
1 17 FCCOC/SBLY  The Beard rocomessnds thar UNFCOCOC Procurument policy has bosn Ths Board reviewsd X
2018/ expedite the revision process of ity signed oz 14 Fobraary 2024 the sepporting
INF.I1 procurement policy and procedures i decumaxt provided ant
chap. II, ordar to provide an wp-to-date basis for neted that the
para. 117 ity procumement activibes. procarsmant policy
bas been signed n
Febroary 2024
The Board considers
this rocopxmendaticn
25 implemanted
2 1B FOCC/SBLY  Ths Beard recommsends that UNFCCC FEMU consulted with EY and Ths Beard considersed X
2019/ assess the possibilities of mvestment will consider cost bensfit after reviewsd
INFS appreaches withiz the cazh poel for the znzlysis based oz the quoted UNFCCOT assssszment
chap 10, muserves set aside to cover for the afier-  prics before procesding with on imvesteet approach
para. 53 service health insuramce Habilities., amy study. UNFCOC continues within the cazh peal,
consaltation with United Nations to consider the possibilities of that thoso investmants
Tmasary. investmaexnt approaches with will cower the ASHI
Euidance from the UN HG leng term liakilities
Treasury. Tharufors, the Board
considers that the
mcommendation is
overtaken by svents.
3 e FOCC/SEL’  The Beard recommzends that UNFCCC The azalysis of the EPIz has A list of indicaton: b X
2020 snsure that the intendsd results of the besn completed and the MT will  besn communicated to
INF9 mestructuring sach as efficiancy gains be informed of the results in the Board and shared at
chap. II, and “bedng Gt for purpose” ane April the level of seaior
para 145 measured, tracked and evalated. mARaFers.

However, an
adjustment of the
Testractaring bas besn
aanounced in March
2024.



FCCC/SBI/2024/INF.7

United Natons Framework Convention an Climare Change

Board s recommendation

Management T response

Board's assezsment

Starus gfrer verjfication

Audit
No. rw_:o:r Report
year raference
4 019 FCCC/SBL
2020
INF@9
chap. I,
para. 188
5 2020 FCCT/SBLY
2021/INF.4
chap. I,
para.51

The Board recommends that UNFCCC
address the rizks it is exposed to
throngh an up-to-date enterprise risk
management that includes owners and
due dates and a documentation.

The Board recommends that UNFCCC
describe the annual process and
management of cost recovery in a
procedural guideline approved by the
Executive Secretary. This guideline
should include potential messures in
case of excessive surpluses or deficits
from the cost recovery scheme.

The rizk register is being
developed and interviews with
respective divisions are
conducted for the inclusion of
relavant risks in the register

The Cost Recovery policy was
signed by the ES on 9 October
2023 and entered into force 1
Nowvember 2023

This recommendation
is therefore considered
overtaken by events,
and the Board will
PIOPOSE 8 DEW
Tecommendation
adapted to the
evelution of
UNFCCC's
Testructuring.

The risk register is
being developed and
interviews with
respective divisions
have been conducted
for the inclusion of
Televant risks in the
Tegister

A draft risk register
exists but it has no
accompanying risk
mitigation plan at this
STAZE.

The recommendation
iz considered under
implementation.

The signed policy was
provided. The Board
considers this
recommendation as
implemented

Under Not Cvertak
Tmpl mpl T i an by
tion d FVEnLs
X
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No.

Audit

report
year

Report
raference

Board s recommendation

Management s response

Board's assessment

Sratus after verification

2020

2020

FCCC/SBL

2021/INF.4
chap. II,
para.fl

FCCC/SBL

2021/INF.4
chap. II,
para.§l

The Board recommends that UNFCCC
describe the annual process and
mansgement of programme support
costs in 3 procedural gnideline
approved by the Executive Secretary.
Based on further analysis of prior years
— the gnideline should include potential
meazures in case of excessive surplusss
or deficits from programme support
costs and incorporate them into the

procedural guideline.

The Board recommends that UNFCCC
comply with the Procurement Manual
in further low value acquisition

PIOCESSES.

The PSC policy was signed by
the ES on & October 2023 and
entered inte force 1 November
2023

The ES' new DoA is under
discussion with the UN
Secretariat, with a draft having
‘been prepared. This is currently
under review by both sides.

The signed policy, by
ES, has been obtained;
it precise the potential
measures in case of
deficit of PSC

The Board considers
this recommendation
a5 implemented

AL2023/1 indicates
that the UN
Procurement Manual
is higher in the
hierarchy of norms
than any UNFCCC's
administrative
instructions.
UNFCCC will only be
able to deviate from
the Procurement
Manual if it is
specified in the final
delegation of anthority
from the UN Secretary
General to the
Executive Secratary
0 Procurement.

The recommendation
is comnsiderad to be
under implementation

Uinder Not Overtak
Implemented  implementa implemente  en By
tion ad eVents
X
X
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Starus qfter verification

Audit Report LUnder Not Overtak
No. report Board s recommendation Management s response Tmpl mpl impl en by
raferance . )
year tion d fvents
g 2021 UNFCCC The Board recommends that UNFCCC ServiceNow for information and  The implementation of X
202270 formalize alternative kinds of communication technologies Service now is
chap. II, inventories such as permanent inventories iz operational Mon- completad
para. 24 inventory of PP&E as alternatives to information and communication Tha Board considars
annual inventory. tel:hnnlo.gies PP&E .aI\e. due to this recommendation
the funding constraints, a5 implemented
maintained in Excel which isa
permanent register updated as it
comes and verified by the
yearly physical verification.
9 2021 UNFCCC The Board recommends that UNFCCC UNFCCC has finalized a quality ~ The Board had access .4
120227 enhance the quality assurance for assurance process for the review  to the new tool
chap. II, drafting the financial statements and of the Organization’s financial allowing the
para.28 the financial report. statements. astablishment of the
The team has developed an ﬁl}mcisl ?taremenls
ermor and notes checklist for the with consistency.
financial statements to ensure The Board considers
that nombers reported are thiz recommendation
comrect and in line with as implemented
expectations.
UKWFCCC has also instituted a
multi-layer review process
where the financial statements
are reviewed by the Chisf
Accountant, Chief, Financial
Fesources Management Unit,
Directors and Executive
Secretary prior to submission to
the UNBoA
10 2021 UNFCCC The Board recommends that UNFCCC 3 meetings with UNHQ have The Board noted that X
2022 reconsider introducing a 5IC based on been held on IC framework and UNFCCC provided the
chap. II, the S5IC zigned by the Secretary- SIC, UN Framework has been UN self-assessment
para. 40 General in 2021, reviewed and assessed for questionnairs

applicability to UNFCCC

completed and has
astablished a risk
matrix on accounts
payable process



FCCC/SBI/2024/INF.7

United Nations Framework Convention on Climate Change

Audit
No. report
year

Raport

reference

Beard 5 recommendation

Management s response

Sratus qfter verification

Under Not
implementa  implemente
tion d

Ovartak
an By
events

Boards assessment Implemented

11 2021 UNFCCC

12022/
chap. II,
para.G3

UNFCCC
12022/
chap. IL
para. 69

The Board recommends that UNFCCC
have z catzlogue of all mles, including
those rules to which applicable rules
refer, irrespective of whether they are
UNFCCC's own rules or United
Wations rules. This catalogue would
need to be maintained on a regular
basis.

In addition, the Board recommends that
UNFCCC eliminate all shortcomings in
UNFCCC policies that were identified
in the policy review as soom as
possible.

The UNWFCCC Policy Poreal is
available on the Secretariat’s
intranet, to which the
Secretariat policies thar are
currently in force, as well as
several from the UN Secretariat
that apply to the Secretariat,
have been uploaded. It is
expected that more policias,
including thosze from the UN
Secretariat that are to be
promulgated so as to apply to
the UNFCCC Secretariat, will
be developed and enter into
force in the context of a project
entitled “Strengthening the
UNFCCC Secretariat’s
instimutional legal framework™,
throughout which this Poreal
shall be regularly updated and
maintained as needed.

It is expected that the
Secretariat’s project
“Strengthening the UNFCCC
Secrstariat’s institutional legal
framework™ will review all
existing UNFCCC pelicies as
well as UN Secretariat policies
that are to be applied to the
UNFCCC Sacretariat. Through
this process, it is anticipated

The next financial
interim audit will give
the opportanity to
control their
effectiveness. The
Board considers this
recommendation to be
under implementation.

The Eoard considers X
this recommendation

to be under

implementation.

Some policies should X
be up-dated but

haven't bean yet.

Therefore, the Board

<onsiders this

recommendation to be

under implementation.
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Audit
No. report
year

Report
raferance

Board s recommendation

Management s response

Starus qfter verification

LUnder Not
. A

P

tion d

Overtak
en by
eVents

13 2021 UNFCCC
12022
chap. II,
para. 80

UNFCCC
12022
chap. II,
para.98

UNFCCC
12022/
chap. II,
para.11§

The Board also recommends that
UNFCCC, in case UNFCCC may
deviate from the United MNations
administrative instaction ST/AL2E4,
revise the administrative instruction in
order to comply with 15/CP.1.

The Board further recommends that
UNFCCC should bring important
changes to UNFCCC administrative
izszuances to the attention of the COP as
the governing bedy of the UNFCCC.

The Board recommends that UNFCCC
publish summary information about
donations from non-Party stakeholders
and members of the public at large on
its website.

that the policies listed hare as
well as 3 number of others will
be revised, including to address
any identified shortcomings in
the previous versions of such
policies.

The deviation from
administrative instruction
ST/AL286 (Programme Support
Accounts) is coverad in
AT2023/14 (PSC)

The report
FCCC/CP/2023/INE.2 has been
publizhed 11 Oct 2023 and will
be considered at SBIS9 under
agenda item 20 Administrative,
financial and institurional
matters

The information on voluntary
donations received through
UNFIP managed platform has
been published under DONATE
button: on the

https:unfooe. int/abont-

We have obtained the
PSC procedure signed
by the ES, which
defines the process
and specifies the
potential measures to
be taken in the event
of a deficit or surplus.

The Board considers
this recommendation
as implemented

A note by the
Secretariat has been
addreszed to parties. It
presents the policy
review mechanism.
The SEI took note of
the information (cf.
https:/unfoce. int/docn
ments/637065 agenda
item 207

The Board considers
this recommendation
as implemented

The information on
voluntary donations
received throngh
UNFIF managed
platform has been
published under
DONATE butten: on
the

60
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Srarur gfrer verification

Audit Reort LUnder Nor Cvartak
No. report rqfof::;s Board § recommendation Management 5 response Board s assessmant Implemented implementa  implemente an by
wear tion d avenrs
us'budget/statns-of- hitps:/unfocc.int/abou
contributions page t-us/budget'stams-of-
contributions page.
The Board considers
this recommeandation
as implemented
16 2022 UNFCCC The Board recommends that the UMWFCCC has finalized a quality  The Board considers X
120230 UNFCCC Secretariat formalize a assurance process for the review  this recommendation
chap. II, suitable quality assurance process on of the Organization’s financial as implemented (id.
para.60 the financial statements, notes and statements. 2021/28)
financial report. The team has developed an
error and notes checklist for the
financial statements to ensure
that numbers reported are
comrect and in line with
expectations.
UNFCCC has also instituted a
mmlti-layer review process
where the financial statemants
are reviewed by the Chiaf
Accountant, Chief, Financial
Besources Management Unit,
Directors and Exacutive
Secretary prior to submizsion to
the Board.
17 2022 UNFCCC The Board recommends the UNFCCC The Secratariat requested the Detailed tables on the X

12023/ Secretariat to focus the information in

chap. II, the financial statements notes to its

para.6§ own assets and financial performance
on investments.

United Mations HQ Treasury
team, to provide Investment and
Cash information that
specifically relates to UNFCOCC.
This is addition to the
informatien on UNFCCC’s
share of the main cash pool and
revenue from cash pool.

It must also be noted that, Cash
and Investments are held in a
Cash pool by the United

UNFCCC portion in
the UM main cash pool
have been provided
and [PSAS 41
remeasurement has
been applied.
Recommendation iz no
longer applicable. The
Boeard considers this
recommendation as
implemented

61
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Starus after verification

Audit Raport Under Not Cvertak
No. raport raference Bomrd 5 recommendarion Magnagement = response Boards assessment Implemented implementa  implemente an by
year tion a fvents
Nations and as a result, returns
from performance and
associated allocations are
provided by United MNations
Treasury.
18 2022 UNFCCC The Board recommends that the The Due Dilizence and the Administrative X
12023/ UNFCCC Secretariat define and Partnership policies have been instruction AL/2024/4
chap. II, implement a due diligence process to signed by the Executive on voluntary
para.116 clear all types of financial and non- Secretary and will go inte effect contributions from and
financial contributions, commitments on 1 Tune 2024. . partnerships with non-
and parinerships with non-Parties States entities has
stakeholders. been approved and a
due diligence process
has been adopted.
The Board considers
this recommendation
to be implemented
19 2022 UNFCCC The Board recommends that the The draft agreement X
12023/ UNFCCC Secretariat systematically inchades a provision
chap. II, request to include provisions in thart states that "15.
para.132 Conference of Parties’ host country The Government shall

agresments stipulating that its opinion
would be sought on the sponsoring
parmerships

consult the Secretariat
with a view to
obtaining its advice on
entities of concern
with which the
Government, as the
host of the
Conference, should
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Audit Raport LUnder Not Overtak
Ne. report Board s recommendation Managements response Board's assezsment Tmpl mpl impl an by
reference . )
wyear tion ad VNS
not conclude
sponsorship
agreements in
connection with the
Conforence. Tha
Beard considers this
recommendation as
implemented.
20 2022 UNFCCC The Board recommends that the The revised DDA has been The revised sizned
2023/ UNFCCC Secretariat secure withour signed on 27 October and DA has been shared.
chap. IT, delay its sub-delegation of authority entering into force on 1 The Board considers
para.150 framework. November 2023 this recommendation
as implemented.
21 2022 UNFCCC The Board recommends that the The ERM Policy has been The rizk register iz X
2023/ UNFCCC Secretariat idenrify, assess promulgated effective 1 June being developed and
chap. II, and mitigate in 3 systemic manner 2024. The ERM S0Ps are interviews with
para. 1463 critical risks of a strategic nature, undergoing the review process. respective divisions
including those concerning financial The rizk register iz being have been conducted
resources, parmerships and the legal developed and an interview with  for the inclusion of
environment. LA has been conducted for the relevant risks in the
inclusion of relevant risks in the  register.
Tegister A draft risk register
exists bat it has no
accompanying risk
mitigation plan at this
stage.
The Board considers
this recommendation
to be under
implementation.
22 2022 UNFCCC The Board recommends that the 1. FBequest for a dedicated An IT security officer
J2023/ UNFCCC Secretariat dafine and Cybersecurity position was has been hired part
chap. II, implement mitigation measures to rejected in in the last approved time in 2023,
para.193 better address cybersecurity risks. budget. Therefore, UNFCCC g .
3 A cybersecurity
does not have a dedicated training followed by a
resource. tast has been

2. UNFCCC regularly engages
cybersecurity services from
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Sratus qfter verification

Audit Report Under Not Overak
Ne. report reference Board = recommendation Management s response Board s assessment Implemented  implementa implemante  en by
year tion d CVents
UNICC and commercial developed for all the
wvendors for SB and COP, employess.
thereby camying out biannual A generic email
assessm.enrs. of the Secretariat account has been
cloud security posture. created 1o send
3. UNFCCC has renewed itz awareness and training
framework contract for concerning
cybersecurity services in June cybersecurity to all
2023 to ensure continued access  employess each 3
to commercial vendors in months.
addition to UNICC. Phishing resting
4. Security requiremsnts are campaigns are also
formulated at project level and performed.
security assessments for new Awark is performed
services under Armicle 6 of the with the UNICC to
Paris agreement carried out, inciuds cyber risk in
such as the ETF service and the globa-l risk matrix.
Article 6 Registries.
- . Intrusion testing has
5. UNFCCC commissioned an been performed in
ISO27001 cyber security 2073 and remadiarion
maturity assessmeat from plan has been set up.
UNICC from January to March
2023 to identify gaps and define  10e Board considers
a prioritized implementation this recommendation
rosdmap for a corporate to be implemented
cybersecurity program.
6. A compendinm of UNFCCC
cybersecurity policies is being
established, including the
development of 20 policies by
31 March 2024,
23 2022 UNFCCC The Board recommends that the The Mitigation division Identification of risks X

12023/ UNFCCC Secratariat enhance its conducted an RCC Risk has been carried out,

chap. II, oversight on risks linked to the Assessment exercise in Q1 of reviewed and

para. 204 evolving role of Regional Collaboration 2024 in accordance with the UM approved by the

Centers.

Risk Framework and developed
the necessary mitigation
measures. The rasults of this

Director, Mitigation
Division, who is the
one overseeing RCC
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Audit Report Under Nor Overrak
No. raport reference Board t recommendation Manggement T response Board © assessment Implemented implementa  implemente an by
year tion d avants
exercise are presented in the related risks on behalf
comresponding BCC risk matrix of the Secretariat. The
top risks will be
included in the
Secretariat wide risk
register and monitored
as part of the
corporate oversight on
risks. The
recommendation is
considered as being
implemented
24 2022 UNFCCC The Board recommends that the The wrongdeing policy is being The Board has X
12023/ UNFCCC Secretariat better prevent the drafted received the Terms Of
chap. II, risks of fraud, cormption and Feference for P3
para.224 misconduct by enhancing and updating Programme Officer
detection and treatment systems. hired to summarize
mechanisms for
detecting and
Teporting wrongdoing.
The Board considers
this recommendation
as under
implementation
25 2022 UNFCCC The Board recommends that the The ERM Pelicy has been Administration X
12023/ UNFCCC Secretariat adopt its own rizk promulzated effective 1 June instruction AL2024/5
chap. II, management policy with the objectives 2024, on ERM has been
para. 244 of reinforcing the global oversight on signed. The
risks and better articulating it with the recommendation is
wider accountability framework. considered as being
implemented
26 2022 UNFCCC The Board recommends that the Completed A SOP concerning X
12023/ UNFCCC Secretariat conduct a review 1. Development of Eole TUmoja role
chap. II, of all Umoja-related UNFCCC relevant Mapping by Job Function management has been
para. 264 internal processes and mules to mitigate written by UNFCCC

risks related to access rights.

matrix - Completed

1. Development of S0P
outlining process for
managemeant of Umoja access,

in 2024, to ensure that
the same mles are
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Starus qfter verification
Audit e Under Not Overtak
ort
Ne. report P Board 5 recommendation Management & response Board s aszessment ted Iy impls an by
y reference . )
year tion d EVEnts
including SoD conflict applied in all
procedures, and rizsk control UNFCCC.
matrix — Completed A matrix explaining
3. Review of existing which Umoja role
exceptions to 30D mles, should be link with
following the new S0P - which job has besn
Completed defined to help role
granting and limiting
the risk of risky role
combination.
A user access review
has been performed in
2023, and several user
accesses has been
revoked
The Beard considers
this recommendation
35 implemented
Total number of recommendation: 26 17 7 0 2
Fercentage of the fotal number of recommendations 100 G5%0 17% (L] 3%
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Chapter IIT
Certification of the Financial Statements

The financial statements of the United Nations Framework Convention on Climate
Change (UNFCCC) for the year ending 31 December 2023 have been prepared i
accordance with financial rule 106.1. They include all trust fun