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AUDIT REPORT

Audit of Conference Management at the United Nations Framework
Convention on Climate Change Secretariat

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of Conference Management
at the United Nations Framework Convention on Climate Change Secretariat (interchangeably referred to
as UNFCCC or the Secretariat).

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

3. UNFCCC is responsible for providing arrangements for the sessions of the governing bodies, e.g.,
the Conference of the Parties (interchangeably referred to as COP or the Parties), and subsidiary bodies
established under the Convention and the Kyoto Protocol.

4. The Conference Affairs Services (CAS) reports to the Deputy Executive Secretary. The basic
objectives of CAS are to facilitate the participation of Parties and observers in the intergovernmental
process; make logistical preparations for and provide support to sessions, meetings and workshops; and
edit and process UNFCCC documents. The CAS maintains the Secretariat’s database of contacts and
oversees the security arrangements for conferences, working in close collaboration with the United
Nations Department of Safety and Security. The CAS is headed by a Programme Coordinator at the D-1
level, has 29 staff members as of March 2012, and is organized into: (a) Logistics Unit; (b) Documents
Unit; (c) External Relations Unit; and (d) Observers Organization Liaison Unit.

5. The CAS programme and activities are funded through the UNFCCC core programme budget, a
Trust Fund for participation in UNFCCC process, a Trust Fund for the Special Annual Contribution from
the Government of Germany (Bonn Fund) and special account for conferences and other recoverable
costs. In addition to these funds, some CAS activities are included in the United Nations regular budget
for conference services that are undertaken by the UN counterpart of CAS. Table 1 shows the details of
the approved budget/income and expenditures for conference services for biennium 2010-2011 and
January to June 2012.



Table 1: Income and expenditures for conference services for 2010-2011
and January to June 2012 (in thousands of US dollars)

Trust Fund Special Supplementary
account for
for fund and
Core participation Bonn | conferences recoverable
budget in UNFCCC Fund and other costs from
rocess recoverable other programs
P costs prog
Biennium 2010-2011
Approved'budget/ contributions 3.986 14,840 4,889 11,629 18,366
and other income
Expenditures 4,048 14,837 5,028 11,095 17,426
Net excess (§hortfall) of income (62) 3 (139) 534 940
over expenditures
January to June 2012
Allotments 2,268 3,329 2,123 528 1,440
Commitments 1,359 1,659 1,764 472 904
Net excess (§hortfall) of income 909 1,670 359 56 536
over expenditures
6. Comments provided by UNFCCC are incorporated in italics.
II. OBJECTIVE AND SCOPE
7. The audit was conducted to assess the adequacy and effectiveness of the UNFCCC governance,

risk management and control processes in providing reasonable assurance regarding the effective
management of conference services by CAS.

8. The assignment was included in OIOS’ 2012 risk-based annual audit work plan because
conference affairs service is an essential function.

9. The key controls tested for the audit were: (a) coordinated management mechanisms; and (b)
regulatory framework. For the purpose of this audit, OIOS defined these key controls as follows:

(a) Coordinated management mechanisms - controls that provide reasonable assurance
that coordination mechanisms, such as those that mitigate potential overlaps or delays in
providing conference services, are in place and working as intended; and

(b) Regulatory framework - controls that provide reasonable assurance that policies and
procedures: (i) exist to guide the operation of conference affairs services programme; (ii) are
implemented consistently; and (iii) ensure the reliability and integrity of financial and operational

information.

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




11. OIOS conducted the audit from 2 May to 16 July 2012. The audit covered the period from
January 2010 to December 2011, and selected activities and arrangements in the 36th sessions of the
Subsidiary Body for Implementation (SBI) and the Subsidiary Body for Scientific and Technological
Advice (SBSTA) that took place on 14-25 May 2012.

12. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness. OIOS also observed selected
activities and arrangements in the 36th sessions of the SBI and the SBSTA that took place on 14-25 May
2012. To confirm coordination mechanisms in place with other UN offices, OIOS interviewed the
conference management team from the United Nations Office in Geneva, which provided assistance to
UNFCCC CAS team during the sessions.

III. AUDIT RESULTS

13. The UNFCCC governance, risk management and control processes examined were assessed as
partially satisfactory in providing reasonable assurance regarding the effective management of
conference services by CAS. OIOS made two recommendations in the report to address the issues
identified in the audit. Coordination mechanisms relating to the provision of conference services were
generally satisfactory. UNFCCC conducts pre-conference discussions with other programmes involved in
conference services, the host countries, the Department of General Assembly and Conference
Management (DGACM) and the Department of Safety and Security (DSS). Controls on regulatory
framework were partially satisfactory because the UNFCCC Secretariat had yet to: (a) issue a policy on
the appropriate size and/or the acceptable level of borrowing against the operating reserve of the trust
fund for supplementary activities; and (b) ensure better planning and coordination on procurement of
goods and services to avoid use of waivers for formal solicitation and obtain best value for money. The
UNFCCC Management sub-committee on finance had already agreed on the draft policy on “advancing
funds to projects/activities funded from voluntary contributions and from special account”, for further
submission to the Management team. The Procurement and General Services Unit was planning to
convene meetings with CAS to review ongoing procurement cases in the fourth quarter of 2012.

14. The initial overall rating was based on the assessment of key controls presented in Table 2 below.
The final overall rating is partially satisfactory.

Table 2: Assessment of key controls

Control objectives
Compliance
Business Efficient and Accl.lrate . with
L. Key controls . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
P g and rules
Effective (a) Coordinated Satisfactory Satisfactory Satisfactory Satisfactory
management of management
conference mechanisms
services by (b) Regulatory Partially Partially Partially Partially
UNFCCC framework satisfactory satisfactory satisfactory satisfactory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY




A. Coordinated management mechanisms

Coordination with other key players in providing conference services was generally satisfactory

15. UNFCCC conducts pre-conference discussions with other UNFCCC programmes that are
involved with conference services, the host countries, UN-DGACM, and DSS in planning conferences.
Technical missions to the host countries and meeting venues are also carried out before the conference.
Hence, coordinated management mechanisms with other key players in providing conference services
were generally satisfactory.

B. Regulatory framework

Allotments issued without actual receipt of income

16. Rules provide that commitments shall always be covered by related income unless specifically
authorized by the Parties. The Parties authorized additional ad hoc working groups (AWGs) sessions in
2010 and 2011 where allotments were issued to authorize expenditures for the sessions without actual
receipt of income for the purpose. The allotments were issued by borrowing from other funds on the basis
of commitments from donors and host countries. In 2010, one allotment was issued on the basis of
ongoing intensive fund-raising activities for the purpose. In some cases, UNFCCC Secretariat eventually
received sufficient funds from donors, which made it possible to return the funds borrowed from the
Secretariat wide funds. However, in 2011, UNFCCC Secretariat received pledges that were not sufficient
to replenish the funds borrowed from other funds, as in the case of the AWG meeting in Bangkok in April
2011. UNFCCC had a shortfall of $2.2 million until the middle of December 2011. This shortfall was
only recovered on 23 December 2012 when the government of Norway made a contribution of $2.2
million and gave the Secretariat the option to identify where the contribution would be used.

17. UNFCCC Secretariat recognized the need to establish measures on fund borrowings due to
lessons learned from insufficient amount received from pledges for AWGs’ session in 2011. On 5 April
2012, the Management Team established the sub-committee on finance (MT-SCF) to oversee the
Secretariat’s financial situation. The MT-SCF was tasked to focus on monitoring expenditures,
contributions and surpluses. It was also tasked to make recommendations to the Executive Secretary on
policy issues arising from the management of the Secretariat trust funds for participation and
supplementary activities, including the appropriate size and/or the acceptable level of borrowing against
the operating reserve of the trust funds for supplementary activities. In addition, UNFCCC Secretariat
also initiated economic measures for the 2012 conferences and AWG sessions.

(1) UNFCCC Management should issue a policy on the appropriate size and/or the acceptable
level of borrowing against the operating reserve of the trust fund for supplementary
activities.

UNFCCC accepted recommendation 1 and stated that the Management subcommittee on Finance
agreed on the draft policy on “Advancing Funds to Projects/Activities Funded from Voluntary
Contributions and from Special Accounts” at the meeting on 14 and 26 September 2012 for further
submission to the Management Team. Recommendation 1 remains open pending submission to
OIOS of a copy of the approved policy.




Need to improve planning and coordination in the procurement of goods and services

18. In 2011, six requests out of the 19 POs reviewed were made in close proximity to the required
dates of delivery, resulting in tight deadlines in the procurement process. For example, due to the tight
deadlines, the Executive Secretary approved a waiver of the requirement for formal solicitation for a PO
for a hotel in Durban. The Conference Affairs Services team explained that sometimes urgent requests
were made to arrange meetings, which required urgent procurement for goods and services.

19. Of the 19 POs in 2011 that were reviewed, three emanated from the acquisition of multi-source
long term contracts for conference goods and services, which were initiated in 2010. The procurement
process took a year from the time the requests for expressions of interests were made to the time notices
of awards were sent to the winning bidders due to delays in the technical evaluation process because the
UNFCCC Secretariat was preparing for the 2010 COP. However, the completion of the multi-source
framework contracts could have been facilitated through proper planning and coordination by CAS and
the Procurement and General Services Unit.

(2) UNFCCC Management should ensure that procurement of goods and services for
conferences and meetings are better planned and coordinated to avoid the use of waivers
for formal solicitations and to obtain best value for money.

UNFCCC accepted recommendation 2 and stated that the following actions were in progress: (a)
quarterly meetings with CAS would be convened starting fourth quarter of 2012 to review ongoing
procurement cases, prepare for forecasted and/or pending requirement, and update procurement
plan if necessary to ensure that last minute requirements from the Parties are adequately covered,
(b) in 2013, the number of long-term agreements would be increased and the scope of existing ones
would be improved; and (c) procurement processes for major cases would be planned and
scheduled with CAS, monitored and managed tightly. Recommendation 2 remains open pending
confirmation by OIOS of improvements made for better planning and coordination of procurement
activities.

IV. ACKNOWLEDGEMENT

20. OIOS wishes to express its appreciation to the Management and staff of UNFCCC for the
assistance and cooperation extended to the auditors during this assignment.
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Ms. Fatoumata Ndiaye, Director
Internal Audit Division, OIOS
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