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Chapter 1

Report of the Board of Auditors on the financial statements:

Audit opinion
Report on the financial statements

We have audited the accompanying financial statements of the United
Nations Convention to Combat Desertification (UNCCD) which comprise the

statement of income, expenditure and changes in reserve and fund balances for

the biennium 2010-2011 ended 31 December 2011 (Statement I) ; the statement

of assets, liabilities and reserves and fund balances (Statement II) as at 31
December 2011; the statement of cash flow (Statement III), and the core budget
statement of appropriation (Statement IV) as at 31 December 2011; and the

schedules and explanatory notes thereto.
Management’s responsibility for the Financial Statements

The Executive Secretary of the UNCCD secretariat is responsible for the
preparation and fair presentation of these financial statements in accordance with
the United Nations system accounting standards and for such internal control as
he deems necessary to enable the preparation of financial statements that are free

from material misstatement, whether due to fraud or error.
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Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with the International
Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from material misstatement.

An audit includes performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the ﬁnanciél

statement.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material
respects, the financial position of the United Nations Convention to Combat
Desertification as at 31 December 2011 and its financial performance and cash
flows for the biennium then ended in accordance with the United Nations system

accounting standards.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, the transactions of the United Nations
Convention to Combat Desertification that have come to our notice, or which we
have tested as part of our audit, have in all significant respects been in accordance
with the Financial Regulations and Rules of the United Nations and legislative

authority.
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In accordance with article VII of the Financial Regulations and Rules of
the United Nations and the related annex, we have also issued a long-form report
on our audit of the financial statements on the United Nation Convention to

Combat Desertification.

! Liu Jiayi

Auditor-Geﬁeral of China
Chairman, United Nations Board of Auditors
(Lead Auditor)

Terence Nombembe
Auditor-General of South Africa

v\
Amyas Morse
Auditor-General of the

n and Northern Ireland

Comptroller a
United Kingdom of Great Bri

30 June 2012
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Chapter 11

Long-form report of the Board of Auditors

Summary

The Board of Auditors (the Board) has audited the financial statements
and reviewed the operations of the United Nations Convention to Combat
Desertification (UNCCD) for the biennium ended 31 December 2011. The audit

was carried out at UNCCD’s headquarters in Bonn, Germany.

Audit opinion

In the Board’s opinion, the financial statements present fairly, in all
material respects, the financial position of the UNCCD as at 31 December 2011
and the results of operations and cash flows for the biennium then ended and have
been properly prepared in accordance with the United Nations system accounting

standards.

Financial overview and management

For the biennium 2010-2011, total income of UNCCD was $33.32 million
while total expenditures amounted to $32.97 million. As at the end of biennium
2010-2011, the total assets of UNCCD were $15.06 million and the total liabilities

amounted to $11.58 million.
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For the period under review, the Board noted that the financial information
relating to voluntary contributions of Global Mechanism (GM, a subsidiary of
UNCCD) was not disclosed in UNCCD’s financial statements, while the core
budget of GM was included therein. The Board noted that the total voluntary
contributions budget for the GM was EUR 8.31 million while the actual amount
of contributions was not available. In October 2011, the Conference of Parties
(COP) requested the Executive Secretary to ensure that all accounts managed by
the GM are under one single administrative regime administered by the United
Nations Office at Geneva and managed under the Financial Regulations and Rules
of the United Nations. UNCCD would consolidate the GM’s financial information
into UNCCD’s financial statements in the next biennium, contingent upon the
establishment of a new trust fund for the GM and the transfer of the accounts to

the UNCCD secretariat.
IPSAS implementation

UNCCD is planning to implement IPSAS in 2014. The Board examined
the UNCCD’s preparedness for the implementation of IPSAS and noted that
while the implementation team was established, UNCCD had no steering
committee and had not developed an action plan. At the time of reporting, the
Board was informed by the UN IPSAS implementation team that UNCCD was
not in the list of participants which will follow up the instructions given by the
UN implementation team. Given the complexity of the implementation of IPSAS,

the Board is concerned about the adequacy of the preparation of IPSAS
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implementation which could expose UNCCD to a high risk of failure to

implement IPSAS in a timely manner.
Human resources management

The Board reviewed a sample of 15 recruitment cases and noted the
following deficiencies in staff selection process: (a) some of the shortlisted
candidates had not been interviewed but no justifications were kept on record; and
(b) two of three members in the interview panel were from the Central Review
Body (CRB) and the candidate finally selected for the position was the vice

chairperson of CRB.

The Board also reviewed a sample of 71 consultants and individual
confractors (C‘IC) contracts, and noted that 43 CICs (61 per cent) were selected
through sole-source without justifications documented, and the whole selection

process for consultants or individual contractors was not properly documented.
Follow-up of previous recommendations

Of the 11 recommendations made for the biennium 2008-2009, seven (64
per cent) was fully implemented; three (27 per cent) were under implementation;
and one (9 per cent) concerning website languages was not implemented. The
three recommendations under implementation relate to the d.ex%elopment of a
funding strategy for end-of-service liabilities, guidelines for the application of

Results-based Management as well as an IPSAS adoption plan.
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Given the significance of an IPSAS adoption plan for the implementation
of IPSAS, the Board highlights the importance of implementing this

recommendation.

Recommendations

The Board has made a number of recommendations based on its audit. The

main recommendations are that UNCCD:

(a) Consolidate the financial statements of the Secretariat and the
Global Mechanism in accordance with the requirements of the Conference of

Parties (COP);

(b)  Expedite its preparation for the implementation of IPSAS,
including but not limited to establishing an implementation team, developing
a detailed action plan and actively communicate with the UN Headquarters

IPSAS implementation team;

(c) Comply with the requirement of the Administrative
Instruction on Staff Selection System with regard to representation of women
on assessment panels; ensure that justifications are properly recorded where
the shortlisted candidates are not interviewed; and avoid any conflict of

interest in the composition of interview panel;

(d) Fully document and justify its selection of consultants and

individual contracts through sole-source; maintain the complete records of

10
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advertising, selection and evaluation process of consultants and individual
contractors, as well as justifications for recruiting consultants and individual
contractors through sole-source; and ensure that contracts for consultants

and individual contractors are signed before their effective dates.

Mandate, scope and methodology

1. The United Nations Convention to Combat Desertification (UNCCD or
the Convention) was established in 1994 and is the sole legally binding
international agreement linking environment and development to sustainable land
management. The Convention, together with its 194 Parties, addresses specifically
the arid, semi-arid and dry sub-humid areas, known as the dry lands, where some
of the most vulnerable ecosystems and peoples can be found. In the 10-Year
Strategy of the UNCCD (2008-2018) that was adopted in 2007, the Parties to the
Convention further specified their goals: "to forge a global partnership to reverse
and prevent desertification/land degradation and to mitigate the effects of drought
in affected areas in order to support poverty reduction and environmental

sustainability".

2. The Board of Auditors (the Board) has audited the financial statements of
the United Nations Convention to Combat Desertification (UNCCD) and has
reviewed its operations for the financial period from 1 January 2010 to 31
December 2011 in accordance with General Assembly (GA) resolution 74 (I) of

11
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1946. The audit was conducted in conformity with Article VII of the Financial
Regulations and Rules of the United Nations (UNFRR) and the annex thereto, as
well as the International Standards on Auditing. Those standards require that the
Board comply with ethical requirements and plan and perform the audit to obtain
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 statements presented fairly the financial position of
UNCCD as at 31 December 2011 and the results of its operations and cash flows
for the biennium then ended, in accordance with the United Nations system
accounting standards (UNSAS). This included an assessment as to whether the
expenditures recorded in the financial statements had been incurred for the
purposes approved by the governing bodies and whether income and expenditures
had been properly classified and recorded in accordance with the UNFRR. The
audit included a general review of 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 the audit of the accounts and financial transactions, the
Board carried out reviews of UNCCD operations under financial regulation 7.5.
This allows the Board to make observations with respect to the efficiency of the

financial procedures, the accounting system, the internal financial controls and, in

12
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general, the administration and management of UNCCD operations. The Board
also followed-up on its previous recommendations and addressed these matters in

the relevant sections of this report.

5. The Board reported the results of its interim audit to the UNCCD in the
form of a management letter containing detailed observations and

recommendations.

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 (COP). The Board’s
observations and conclusions were discussed with the UNCCD Secretariat, whose

views have been appropriately reflected in the report.
Findings and recommendations
Follow-up of previous recommendations

7 Of the 11 recommendations made for the biennium 2008-2009, seven (64
per cent) were fully implemented; three (27 per cent) were under implementation;
and one (nine per cent) concerning website languages was not implemented.

Details of the status of implementation are included in the Annex.

8. Given that all three recommendations are of ongoing nature, the Board has
no overall major concern. However, considering the significance of the IPSAS

adoption plan for the successful and timely implementation of IPSAS, the Board

13
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would like to highlights the importance of implementing this recommendation as

reflected in the present report.

Financial overview and management

9. For the biennium 2010-2011, total income of UNCCD was $33.32 million
while total expenditures amounted to $32.97 million. As at the end of biennium
2010-2011, the total assets of the UNCCD were $15.06 million while the total

liabilities amounted to $11.58 million.

Non-disclosure of voluntary contributions of Global Mechanism in UNCCD'’s

financial statements

10.  In its analytical review of UNCCD’s financial statements for 2010-2011,
the Board noted that the financial information relating to voluntary contributions
of the Global Mechanism (a subsidiary of the UNCCD, hereafter GM) was not
disclosed in UNCCD’s financial statements, while the core budget of GM was
included therein. The Board noted that GM had a total voluntary contributions
budget of EUR 8.31 million for the biennium 2010-2011 while the actual
contributions and expenditures was not available. The Board raised this issue at

its interim audit in 2011.

11.  UNCCD explained that per the Conference of Parties’ (COP, UNCCD’s
governing body) decision, UNCCD was not in a position to monitor the income

and expenditure of the GM. Following the Board’s recommendation at the interim

14
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audit in 2011, the Conference of Parties (COP) had decided in October 2011 to

delegate this authority to the Secretariat.

12.  UNCCD further explained that since the accounts of GM currently were
kept by International Fund Agricultural Development (IFAD), given the tight time
left in the current biennium, it would not be practical to consolidate the financial
statements of GM into those of Secretariat for the biennium 2010-2011. The
consolidation of the fmailciai statements for both GM and UNCCD secretariat
would be undertaken once the accounts of the GM had been moved from the
IFAD to the United Nations Office at Geneva (UNOG) for the next biennium, in

accordance with Decision 6/COP.10 taken in October 2011.

13. UNCCD agreed with the Board’s recommendation to consolidate the
financial statements of the Secretariat and the Global Mechanism in

accordance with the requirements of the Conference of Parties (COP).
Non-disclosure of contributions in-kind

14. UNCCD secretariat reported that it had received $8.25 million of
contributions in-kind through partnerships for the biennium 2010-2011. The
contributions were used to support the activities in the 2010-2011 work
programmes. However, these contributions in-kind from partner organizations

were neither disclosed on the face of financial statements nor in the notes thereto.

15
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15.  The Board is of the view that voluntary contributions in-kind from partner
organizations represent a significant component of resources of UNCCD
secretariat. Non-disclosure of these resources in the financial statements is not in
compliance with the requirements of UNSAS, and would result in incomplete

contributions reflected in the financial statements.

16. Subsequent to the audit, UNCCD disclosed these contributions in-kind in
Note 14 to its revised financial statements. Considering this, the Board does not

make a recommendation in this regard.

Implementation of International Public Sector Accounting Standards

(IPSAS)
Slow progress towards the implementation of IPSAS

17.  The General Assembly, in its resolution 60/283, approved the adoption of
IPSAS for the presentation of the financial statements within the United Nations
system. UNCCD decided to adopt [PSAS in 2014 following the timeline of the

UN Secretariat.

18.  During the audit, the Board examined the UNCCD’s preparedness for the
implementation of IPSAS, including the examination on the establishment of
steering committee and implementation team, the development of action plan, the
communication with the UN Headquarters IPSAS implemehtation team and other

related matters. While UNCCD asserted that a provision had been made in the

16
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budget for the biennium 2012-2013 to hire an accountant to prepare the IPSAS
adoption plan, the Board noted that no steering committee and implementation
team had been established, nor action plan had been developed as of the time of

audit.

19. At the time of reporting, the Board was informed by the UN IPSAS
implementation team that UNCCD was not in the list of participants which will
follow up the instructions given by the UN implementation team. The Board was
informed that UNCCD has been a member of the Task Force on Accounting
Standards since last year and receives regular updates on the progress of
implementation system-wide. UNCCD only knew in February 2012 that UNOG
(its accounting service provider) was scheduled to implement IPSAS using a

phased-approach starting in 2014.

20. The Board is concerned about the strategy for UNCCD to implement
IPSAS. Given the complexity of the implementation of IPSAS, the Board
considers that the inadequate preparation of IPSAS implementation could expose

UNCCD to a high risk failure to implement IPSAS in a timely manner.

21.  The Board recommends that the UNCCD expedite its preparation for
the implementation of IPSAS, including but not limited to establishing an
implementation team, developing a detailed action plan*and to actively

communicate with the UN Headquarters IPSAS implementation team.

17
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Human resources management
Deficiencies in staff selection

£33 In the biennium 2010-2011, there were 20 recruitment cases in UNCCD
secretariat. The Board reviewed a sample of 15 recruitment cases, including eight
for Professional, four for General services and three for temporary posts, and
noted the following deficiencies that might reduce the transparency and fairness

of the staff selection:

e  In one case, two of three members in the interview panel were
from the Central Review Body (CRB). And the candidate finally selected
for the position was the vice chairperson of CRB. The Board was later

informed that the candidate did not sit on the CRB to review the case;

® In four cases there was no female member in the assessment panel
which is not in line with the requirement of Administrative Instruction on

Staff selection System (ST/A1/2010/3); and

° In five cases, some of the shortlisted candidates had not been

interviewed and no justifications were kept on record.

23.  UNCCD agreed with the Board’s recommendation to: (a) comply with
the requirement of the Administrative Instruction on Staff Selection System

with regard to representation of women on assessment panels; (b) ensure

18
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that justifications are properly recorded where the shortlisted candidates are
not interviewed; and (c¢) aveid any conflict of interest in the composition of

interview panel.
Actual incumbents exceeding approved Posts of level P3 and level P4

24.  As per the United Nations Convention to Combat Desertification, the
UNCCD secretariat shall implement decisions of the COP. In Decision 9/COP.9,
the COP approved three posts of level P3 and 6 posts of level P4 respectively in
the UNCCD secretariat for 2010-2011. But the Board noted that the actual
incumbents of level P3 and level P4 were four and eight respectively, resulting in
an increase of $0.4 million in the personnel cost. Such additional costs were
covered by savings from vacant posts. The Board was later informed that one of

level P3 post was a temporary appointment.

25. UNCCD agreed with the Board’s recommendation to report to the
Conference of Parties any adjustments to its decision regarding the staffing

table.

Deficiencies in the selection and management of consultants and individual

contractors

26. UNCCD secretariat entered 201 contracts of consultants and individual
contractors (CIC) with 137 CICs from 45 countries in the biennium 2010-2011.

The Board reviewed a sample of 71 contracts (35 per cent), and noted the

19
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following deficiencies that might compromise the competitiveness and

transparency of consultants and individual contractors’ selection:

® 43 CICs (61 per cent) were selected through sole-source without

justifications documented;

° There was no documentation of the advertisement, short-list,
evaluation and selection of the candidates, and verification of candidates’

experiences and/or credentials by programme managers; and

o The signature dates of 15 contracts were later than their effective

dates with the longest delay of up to 191 days.

27.  The Board recommends that UNCCD : (a) fully document and justify
its selection of consultants and individual contracts through sole-source; (b)
maintain complete records of advertising, selection and evaluation process of
'consultants and individual contractors, as well as justifications for recruiting
consultants and individual contractors through sole-source; and (c) ensure
that contracts for consultants and individual contractors are signed before

their effective dates.
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