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Report of the Executive Director

. PURPGCSE

1. The Executive Director brings to the attention of the Executive Board the
report of the Board of Auditors relating to the United Nations Ofice for
Project Services (UNOPS) for the bienniumending 31 Decenber 1995

(A/ 51/ 5/ Add. 10) .

2. In accordance with General Assenbly resolution 48/ 216 B of 23 Decenber 1993
(para. 7), the present document sets forth the recommendati ons of the Board of
Audi tors and al so presents the UNOPS response to each reconmendation, as
provided to the Board of Auditors during the preparation of its report (see
annex). As appropriate, the status of the inplenentation of the measures taken
and prelimnary target dates are al so expressed. The Executive Director is

pl eased to report that UNOPS is nmaking progress in achieving the stated goal s
and that efforts will continue to address outstandi ng i ssues.

3. The Executive Director notes that the information contained in the present
report has al so been submtted to the General Assenbly in the report of the
Secretary-CGeneral (A/51/488/Add.2). The Advisory Conmittee on Adm nistrative
and Budgetary Questions (ACABQ, having reviewed the recommendati ons of the
Board of Auditors, noted in its report to the General Assenbly (A/51/533,

para. 128) that it had no special coments on that section of the audit report
pertaining to UNOPS.
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4. The Fifth Committee reviewed the docunents cited above and accepted in its

report (A/51/849) the reconmendations and concl usions of the Board of Auditors
and coments thereon contained in the report of ACABQ (A/51/533).

5. UNCPS al so provided the Board of Auditors with a progress report on the
status of inplementation of the reconmmendations for the 1992-1993 bi ennium a
sunmary of which is included in the Board of Auditors report (A/51/5/Add. 10).

1. EXECUTI VE BOARD ACTI ON
6. The Executive Board may w sh to:

1. Take note of the commrents nade by the United Nations O fice for
Proj ect Services in docunent DP/1997/27 in response to the reconmendati ons nade
in the report of the United Nations Board of Auditors for the biennium 1994- 1995
(A/ 51/ 5/ Add. 10) ;

2. Request the Executive Director to provide the Executive Board, at its
annual session 1998, with an updated overview of the inplenmentation of the
reconmendati ons of the Board of Auditors and an updated tinmetable indicating the
dates when followup action will have been conpleted in the areas that need to
be addressed.
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Annex
EXTERNAL AUDI T 1995

Response of the CGeneral Assenbly

L. United Nations Ofice for Project Services

The neasures taken, or to be taken, by UNOPS to inplenent the

recommendati ons of the Board of Auditors in its report for the biennium
1994- 1995 are descri bed bel ow.

Financial matters

The Board identified three areas where there renai ned scope for inproving
financial control.

Recommendation 1 (para. 9 (a))

UNOPS shoul d report to the Executive Board on progress in finalizing its
new, dedicated Financial Rules and indicate a tinmetable for presentation of
the Rules to the Executive Board for approval (see para. 39).

UNOPS will report to the Executive Board on this matter at its 1997 annua
session. As the Financial Regulations of UNOPS are an annex to those of
UNDP and the UNDP Fi nanci al Regul ations and Fi nanci al Rul es are schedul ed
for revision in 1997, UNOPS will, accordingly, schedule revision and
pronul gation of its dedicated Financial Rules taking into consideration
UNDP's future proposals for revision of its Regulations and Rul es.
Meanwhi | e, the current UNDP Financial Rules apply to UNOPS nutatis

nmut andi s. The Executive Director considers that the present situation

enables himto fulfil his responsibilities for all UNOPS activities

Recommendation 2 (para. 9 (b))

UNOPS shoul d i ssue further guidance to certifying officers to clarify that
only those purchase orders or contracts signed and issued within the
financial period represent valid obligations for that period (see

para. 41).

UNOPS agrees and has conmunicated this finding to the appropriate
individuals. Additionally, this matter will be addressed in the UNOPS
Handbook prior to the end of 1996 and further rem nders and gui dance wil |
be issued well in advance of the end of the current financial period.
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Recommendation 3 (para. 9 (c))

UNOPS shoul d cl osely nonitor actual expenditure against budget to avoid the
hi gh inci dence of overexpenditure (see para. 43).

UNOPS agrees and is actively nonitoring the situation on an ongoi ng basis
t hrough the generation of nonthly reports and through continual follow up.

At the date of this response, the nunber of project budgets with lifetine
budget overexpenditures has been reduced to six.

Managenent i ssues

Busi ness pl anni ng and devel opnment

The Board concluded that the UNOPS initiative in devel opi ng an annua

busi ness plan was a significant step forward for the new organi zation. The
Board identified several areas, however, where there was scope for

i mprovi ng the business pl an.

Recommendation 3 (para. 10 (a))

UNOPS shoul d set realistic objectives in its business plans and consi der
the costs and benefits of undertaking the planned tasks (see para. 56).

Section 5 of the 1996 UNOPS Busi ness Pl an has been revised to focus on

obj ectives rather than tasks. Additionally, section 5 now incl udes
antici pated benefits and order of magnitude cost assessment.

Recommendation 4 (para. 10 (b))

UNOPS shoul d assess the potential inmpact that the shifting conposition of
its portfolio could have on its financial position and set financia
targets which reflect its differential incone rates (see para. 59).

Section 3 of the 1996 UNOPS Busi ness Pl an anal yses the inpact of portfolio

shifts since 1995. Section 4 includes projections of financial targets by
client and by division.

Recommendation 5 (para. 10 (c))

In future business plans, UNOPS should prioritize tasks to ensure that they
are inmplenented according to their respective inportance to the
organi zati on (see para. 61).

Al'l objectives are now prioritized in section 5 of the 1996 UNOPS Busi ness
Pl an.
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Recommendation 6 (para. 10 (d))

UNOPS shoul d establish appropriate measures of success and benchmar ks of
current performance to assess the inpact of its business plans on quality
of service and client relations (see para. 67).

Measures of success are now included in section 5 of the 1996 UNOPS
Busi ness Pl an.

Recommendation 7 (para. 10 (e))

UNOPS shoul d prepare an eval uation strategy (see para. 70)

UNOPS is carrying out the evaluative activities set forth in paragraph 71
of the audit report: the UNOPS Planning and Information Division wll

mai ntain responsibility for planning, devel opnment and inplenmentation of the
Busi ness Pl an; the anticipated Finance, Control and Admi nistration D vision
wi || evaluate performance i nprovenents; and, in addition to the interim
organi zational evaluation of the UNOPS Asia O fice conducted in April 1996,
a followon evaluation of that office will be conducted in the first
quarter of 1997.

Appoi nt rent and managenent of consultancy services

The Board concl uded that UNOPS needed to inprove its practices concerning
t he appoi nt nent and managenent of consultancy services.

Recommendation 8 (para. 11 (a))

UNOPS shoul d regul arly review the extent of repeat recruitnment to ensure
that it exercises sufficient choice in the selection of individua
consul tants and consul tancy firns (see para. 84).

UNOPS concurs. Currently, repeat recruitnment is nonitored through the
UNOPS Procurenent Review Advisory Conmittee and the Projects Personnel
Support Unit. In the future, however, the Finance, Control and

Adm nistration Division, to be established in the first quarter of 1997,
will review these procedures with a viewto further inprovenent.

Recommendation 9 (para. 11 (b))

UNOPS shoul d undertake periodic analyses to identify the specialisns npst
in demand and any shortfalls in supply, with a view to registering
individuals and firms with the required skills in advance of possible
assignments (see para. 88).

UNOPS agrees and notes that, in the case of individual consultants
progress in this area depends upon resolution of the difficulties
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encountered as a result of roster sharing with UNFPA and UNDP. Once this

i ssue is resolved, UNOPS envisages a review of the rosters and expanded
efforts to identify needed expertise. UNOPS will then be in a position to
advertise for such expertise and to place qualified firns and individuals
on the rosters. The recently established office of the Director of
Qperations has assuned responsibility for enhancenent and systematic use of
the rosters.

Recommendation 10 (para. 11 (c))

UNOPS shoul d screen and, where appropriate, register on the consultants'
roster those candi dates whose details are not yet on the roster; ensure
that all staff are fully trained in the use of the roster; and investigate
the scope for naking the roster available to the UNOPS of fice in Kual a
Lunpur (see para. 102).

UNOPS concurs with the recommendation and is continuing to register

i ndi vi dual consultants on the roster. Training on the use of the roster is
now avail able to UNOPS staff as needed and systenatic training sessions
wi Il be organized for 1997. The RESTRAC résune dat abase and "Fi nder"
nodul e on CD- ROM has been available in the UNOPS Asia Ofice since

June 1996.

Reconmendation 11 ara. 11 (d

UNOPS shoul d undertake a review of current market rates for consultancy
services, to be used as a benchmark for setting fees, and issue new
guidelines to ensure that staff determ ne fees on a consistent and
transparent basis (see para. 103).

UNOPS agrees and suggests that, in view of differing practices which exi st
anong UNOCPS, UNDP, UNI CEF and UNFPA, the matter may be best dealt with in
an inter-agency context. UNOPS will schedule this matter for discussion at
a forthcom ng inter-agency personnel neeting.

Price-setting and cost contro

The Board concl uded that UNOPS needed to strengthen and update its price-
setting and cost control neasures.

Recommendation 12 (para. 12 (a))

UNOPS shoul d devel op a workl oad assessnment and costing system (see
para. 119).

The devel opnent of such a systemis included in the 1996 UNOPS Busi ness
Plan. UNOPS expects this task to be conpleted in the second quarter of
1997.
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Reconmmendation 13 (para. 12 (b))

UNOPS shoul d revi se the bases for cal cul ati ng Managenent Service Agreenent
fees to reflect current costs nore accurately (see para. 123).

UNOPS intends to introduce up-to-date service unit costs in 1997, to
clearly docunent the rationale therefor and to revise these cost schedul es
as appropriate. The necessary condition for acconplishing this task is the
conpl etion of the reorgani zati on process which establishes a new basis for
cal culating costs. The structural aspects of reorganization will be

conpl eted in 1997 and any necessary revision in Managenent Service
Agreenent fee structures will be nade by the end of 1997.

Recommendation 14 (para. 12 (c))

UNOPS shoul d establish a formal agreenment with UNDP that country offices
provide UNOPS with a breakdown of their estimated costs in support of
Management Service Agreenment activities in the field (see para. 128).

UNOPS is currently pursuing the finalization of an unbrella agreenment with
UNDP which will permt the establishnent of detailed and accurate cost
breakdowns. This agreenent is expected to be finalized before the end of
1996.

Recommendation 15 (para. 12 (d))

UNOPS shoul d assess and docunent, as part of the project acceptance
process, whether the costs of delivering a project are likely to be net by
the charges or fees set by or agreed with the relevant clients (see

para. 131).

UNOPS recently established the office of the Director of Operations and it
has assuned the adm nistration of the project acceptance process. The
Executive Director has requested the Director of Operations to revisit the
qgquestion of a project-by-project assessnent of costs and fees.

Recommendation 16 (para. 12 (e))

UNOPS shoul d assess the | evels of annual surpluses and accumul at ed unspent
resources to determne | evels which are reasonable and consistent with its
busi ness objectives (see para. 139).

UNOPS will submit a report on this issue at the 1997 annual session of the
Executive Board.



