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I. INTRODUCTION

1. In paragraph 7 of its resolution 48/216 B of 23 December 1993, the General
Assembly requested the Secretary-General and the executive heads of .the United
Nations organizations and programmes, at the same time as the recommendations of
the Board of Auditors were submitted toc the General Assembly, through the
Advisory Committee on Administrative and Budgetary Questions, to provide the
Assembly with their responses and to indicate measures that would be taken to
implement those recommendaticns, with appropriate timetables.

2. The Secretary-General has the honour to transmit to the General Assembly
the responses cof the executive heads of .organizations and programmes, namely,
the International Trade Centre {ITC), the United Nations University (UNU), the
United Nations Development Programme {UNDP), the United Nations Children’s Fund
(UNICEF), the United Nations Relief and Works Agency for Palestine Refugees in
the Near East (UNRWA), the United Nations Institute for Training and Research
(UNITAR), the voluntary funds administered by the United Nations High
Commissioner for Refugees (UNHCR), the Fund of the United Nations Environment
Programme (UNEP), the United Nations Population Fund (UNFPA), the United Nations
Habitat and Human Settlements Foundation, the Fund of the Internatiocnal Drug
Control Programme (UNDCP) and the United Nations Office for Project Services
(UNOPS). Unless otherwise stated, these responses relate tc the recommendations
of the Board of Auditors in its reports for the biennium ended 31 December 1995.
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IT. REPLIES FROM UNITED NATIONS ORGANIZATIONS AND PROGRAMMES
A. International Trade Centre
3. The actions taken or to be taken by ITC to implement the recommendations of

the Board of Auditors in its report for the biennium 1994-1995 1/ are set out in

the table below.

Board recommendation .

Action initiated

Financial matters o -

ITC should adhere more closely to the
provisions of ST/AI/285 regarding the
issue of allotments prior to receipt
of funds from donors. o

ITC has not changed its procedures in
response to this recommendation. As
has been pointed out in replies to
previous similar recommendations,
Centre considers that the varying
practices of donors for approving
projects and paving contributions have
required the adoption of specific
procedures which, although not strictly
complying with ST/AI/285, meet the
objectives of that instruction.
Essential control procedures are in
place. The operating reserve of
approximately $1 million allows ITC to
fund temporary shortfalls in donors’
contributions {a procedure allowed only
for the Centre’s "traditional® donor
Governments) and measures are in place
to avoid an overall cash deficit on the
technical cooperation fund.

the

ITC should adhere to United Nations
procedures and ensure that, before
approving a payment, it obtains )
assurance that goods received are in
accordance with the purchase order.

The procedures described have ‘been
followed by ITC without loss for many
years. In a few cases where goods
delivered have not conformed to the
terms ¢f the purchase order or have
been damaged in transit, they have been
replaced free of charge either by the
supplier or under Iinsurance arranged
for each consignment. ITC has no plans
to change the system as recommended
since this would delay payment to
suppliers and would add to the
administrative cost of processing such
payments.
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Board recommendation

Action initiated

Management issues

Use of external consultants on
technical cooperation projects

ITC should augment the information
contained in the consultants’ roster
to show previous assessments and
experience, and key information such
as technical skills and language
spoken.

We must relterate our comments of.

June 1996 that key information such as
technical skills and languages spoken
is contained in the roster and that the
roster does not, and never will,
replace the individual files which must
always be consulted prior to any
eventual recruitment. We are, however,
considering refining further the
information placed on the roster,
resources permitting. Furthermore, we
are awaiting the results of ITC’s test
use of a scanner to ascertain whether
it would be cost-effective to purchase
a scanner and scan pertinent
information directly from the personal
history forms and other supporting
documents directly onto the roster.

The consultants’ roster should be
updated on a more timely basis and
those consultants who have
consistently failed to provide
updated personal histories should be
removed from the records.

Again we must reiterate our previous
comments made in June that this
recommendation is already being carried
out in part and that only candidates
with updated personal history forms are
recruited. Owing to a severe lack of
resources, the updating exercise can
still only be effected once every two
years.

Desk officers should define their
likely future consultant needs in
cases where specific specialists are
in demand and determine a recruitment
strategy.

Technical officers are encouraged to
inform the Personnel Section well in
advance of any special needs within the
projects for which they are
responsible.

ITC’s report drafting guidelines
should be applied to all types of
reports submitted to ITC as well as
highlight the main faults to avoid
when drafting a report.

ITC technical officers have made
vigorous efforts to ensure that
consultants are informed of the
standards expected of them in the
preparation of their reports and those
with problems in this area are provided
with copies of model reports for their
guidance.
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Board recommendation

Action initiated

Wherever possible, contract terms of
reference should define a clear,
deliverable output capable of
cbjective measure. Where contract
terms are based on a number of man-
days worked, ITC should establish
appropriate controls to.ensure that
contract terms have been complied
with.

Particular vigilance is being exercised
in this respect. The daily attendance
record instituted by ITC to ensure a
careful control on the number of
workdays claimed to have been
undertaken by the consultants is
regularly cross-checked with the travel
authorization to ensure that the number
of days tallies.

ITC should review the structure of
the consultants’ assessment form and
improve the extent of feedback on the
quality of the consultants’ work.

We must once again relterate our
comments given in June to the effect
that the end-of-assignment form is
being reviewed and that feedback on the
guality of a consultant’s report/work
has to be seen in the perspective of
overall impact of project activities.
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Board recommendation

Action initiated

Reporting on programme performance

ITC should review its budgeting and
programme reporting procedures in
light of the Board’s comments and
suggestions (see para. 89).

Based on the broad objectives set out
in the medium-term plan (MTP) of the
United Nations (subprogrammes 9.6 and
9,7 for the period 1998-2001), ITC will
prepare a more detailed and annually
rolling three-year MTP {(the ITC-MTP),
which will set specific targets for the
plan’s period and elaborate specific
outputs in each individual area of
ITC’s work programme. Programme
performance indicators will be
identified to measure the achievement
of objectives. 1In addition, ITC will
operate annual operation plans (ACPs),
which will elaborate work plans for
each output identified in the first
year of the rolling ITC-MTP. The
Corporate Strategy and Quality
Assurance Section will ensure the
corporate monitoring of programme
performance on an annual basis. A
prototype of the ITC-MTP and the AOP
will cover the period 1997-19%9 and the
year 1997, respectively. The
performance monitoring system, which
will be supported by a computerized
programme management information
system, will be developed during
1997-1998. Reporting on performance,
based on the new system, will be made
in the annual report as from 1998.
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D. United Nationg Children’s Fund
6. The measures taken or to be taken by UNICEF in response to the

recommendations of the Board of Auditors in its report for the biennium
1994-1995 4/ are described in UNICEF’s report of 3 September 1996 to the United
Nations Board of Auditors and the Advisory Committee on Administrative and
Budgetary Questions (E/ICEF/1996/AB/L.14).

E. United Nations Relief and Works Agency for Palestine
Refugees in the Near East

7. The actions taken or to be taken by UNRWA to implement the recommendations
of the Board of Auditors in its report for the biennium 1994-1%995 5/ are
described below.

Recommendation No. 1

8. An improvement in financial management is warranted in view of the fact
that the present balance in the working capital is not enough to discharge fully
its obligations. For example, fund-raising initiatives may be intensified, and
expenditure monitering and control strengthened.

Measures being taken by UNRWA

g. UNRWA is in the process of greatly intensifying its fund-raising
initiatives and has recently experienced an improvement in donor country pledges
to the General Fund. While the working capital and cash flow position is still
not sufficient to discharge fully all Agency cbligations, efforts are continuing
to improve the situation through ever more austerity measures and stringent
expenditure monitoring in addition to the new fund-raising efforts.

Recommendation No. 2

10. The Agency should ensure strict adherence to its programme management
procedures on the acceptance, disbursement as well as reporting on project funds
to assure donors of the effective utilization of their contributions.

Measures being taken by UNRWA

11. Strictly applied measures are now being taken to ensure that programme
management procedures concerning the acceptance and disbursement of project
funds are correctly adhered to. Improved reporting practices have been adopted
te inform donors that their valued contributions are being properly utilized in
relation to the purpose for which they were given. A new computerized project
monitoring and reporting system is being finalized and will shortly become
operational.
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Recommendation No. 3

12, In view of its implication on the General Fund’s cash flow, the Agency may
wish to review its policy of advance authorization of funds to refinance
projects prior to receipt of contributions, by limiting its application and
strengthening its monitoring.

Measures being taken by UNRWA

13. UNRWA began to authorize the advance of funds to finance projects prior to
the receipt of contributions in order not to delay the start of projects,
especially under the Peace Implementation Programme (PIP). Now that the PIP has
somewhat subsided, and as a result of the cash flow problems being faced, every
effort is being exerted to limit the practice of advance funding. Advance
authorization requests are being strictly scrutinized and are approved only when
there is a confirmed pledge and only for projects which are actually ready to
start., Monitoring has also been strengthened to ensure that funds are repaid to
the General Fund immediately upocn the receipt of project contributions.

Recommendation No. 4

14. Advance authorizations should be given only in respect of projects which
are actually ready to take off.

Measures being taken by UNRWA

15. As a result of the cash flow situation facing the Agency, funds are no
longer being advanced for projects, even those ready to take off, unless the
related contribution(s) has been received. Donors will have to ensure that
contributions are paid more promptly if projects are to begin on time.

Recommendation No. 5

16. The implementation of projects funded by the Saudi Arabian pledge should be
expedited to ensure speedy reimbursements to the General Fund.

Measures taken by UNRWA
17. In addition to making every effort to expedite implementation of projects

funded by the Saudi Arabian pledge, the issue is now under review in order to
effect a change in the funding policy of these projects.

Recommendation No. 6

18. Cash contributions should be recognized as income in the year they are
received.

/e
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Measures taken by UNRWA

19. The necessary action has been taken to ensure that cash contributions are
recognized as income in the year in which UNRWA receives the contributions.

Recommendation No. 7

20. UNRWA’s involvement in any project should be at the very start of the
planning process to provide the necessary expertise in the development of a
feasible project plan and realistic implementation schedules to expedite project
delivery.

Measures being taken by UNRWA

21. A new approach is being formalized to allow the Agency to concentrate more
effort in the initial phases of project development both internally and
externally with donors. Initiatives are being developed to allow for more
advanced project planning, feasibility studies, realistic implementation
scheduling and properly structured implementation monitoring plans. Coupled
with these activities is a revamped reporting system to keep donors informed of
the utilization of their contributions by the Agency.

Recommendation No. 8

22. Monitoring and reporting of deliveries of donations in kind to the Gaza
Hospital should be effectively coordinated between headquarters, Vienna and the
Field Office, Gaza, to facilitate their prompt accounting.

Measures being taken by UNRWA

23. The European Gaza Hospital project is the largest, most complex project
UNRWA has ever undertaken. The project is still not completed because of
funding shortfalls and equipment delivery problems. Donations in kind continue
to be received and put in place. An extra effort is being marshalled now that
UNRWA headquarters has been transferred from Vienna to Gaza to coordinate the
monitoring of donations in kind with the Gaza Field Office, and to update the
reporting required thereon. Prompt accounting of such donations in kind is now
being strictly controlled.

Recommendation No. 9

24. To improve planning with appropriate consideration for sustainability, the
Agency should develop a more effective system of consultation and coordination
with all parties concerned.

Measures being taken by UNRWA

25. Planning is one area where the Agency continues to strive for improvement.
Sustainability of any UNRWA activity is a serious consideration when planning

/esn



A/51/488/Aadd.2
English
Page 23

new projects and reviewing operational activities. The Agency endeavours to
involve all concerned parties, to the greatest extent possible, when considering
the acceptance of new contributions which will impact on programme activities
through high recurring costs. Sometimes it is not possible to link
sustainability with donors’ short-term interest in Agency projects or programme
activities; however, every effort will be made to improve UNRWA's ability to
consult and coordinate on such long-term considerations.
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G. Voluntary funds administered by the United Nations
High Commissioner for Refugees

27. The voluntary funds administered by UNHCR are audited by the Board of
Auditors on an annual basis. The measures taken or to be taken by UNHCR in
response to the recommendations of the Board of Auditors in its report for the
year 1995 7/ are described in the report of UNHCR of 11 September 1996
(A/AC.96/8689/Add.1).

28. Further to the information contained it its report, UNHCR adopted the
following timetable for implementation of the Board’s recommendations:

Recommendation 10 {a): Full implementation of the new audit certification
requirements will be complete by the end of 1997.

Recommendation 10 (b): Budget variation analysis is in effect already
implemented.

Recommendation 10 {(c): Budget estimation criteria will be improved during
the course of 1997 and applied for the 1998 budget year.

Recommendation 10 (d): UNHCR does not have resources to analyse inflation
and exchange rate movements by country. The method of computation of
vacancy rates will be reviewed during 1997.

Recommendation 10 (e): The separation of common staff costs percentages
will need to await the introduction of revised coding structures and
systems which are not envisaged to be in place before 1999.

Recommendation 10 (f): The difficulties of uneven funds availability have
been analysed but existing funding constraints preclude further action.

Recommendation 10 {g): The beneficiary selection process will be better
documented during 1997.

Recommendation 10 (h): Workplans will continue to be used on a selective
basis.

Recommendation 10 ({i}: Performance indicators will be developed and
refined during the course of 1997-1998.

Recommendation 10 {j): Improvements in the whole supply chain process are
due to be implemented during 1997.

Recommendation 10 (k): The Implementing Partner assessment process will be
completely revamped during 1997. An internal audit investigation took
place in the United Republic of Tanzania during September 1996.

Recommendation 10 (1): Project reporting actions have been completed and
compliance monitoring is ongoing.

leve
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Recommendation 10 (m): Evaluation of programme results will be part of the
change management process throughout 1997.

Recommendation 10 {(n): Completion of receiving reports is currently being
improved and new procedures are scheduled for introduction in the first
qguarter of 1997.

Recommendation 10 (o): The procurement planning process improvements have
been implemented and results are being monitored.

Recommendation 10 (p): Action to improve Implementing Partners’
procurement practices have already been implemented.

Recommendation 10 (g): Bulk item procurement procedures will be reviewed
during 1997.

Recommendation 10 (r): Training for Implementing Partner staff will take
place throughout the remainder of 1996 and into 1997. Training material is
complete.

Recommendation 10 {s): An information systems high-level plan has already
been prepared and the full information systems strategy will be completed
over the next 12 months.

Recommendation 10 {t): The annual financial statements format will be
revised when the statements are next produced in February 1997.

H. Fund of the United Nations Environment Programme

29. Specific actions taken, or to be taken, by UNEP to implement the
recommendations of the Board of Auditors in its report for the biennium 1994-
1995 8/ are summarized in the table below.

30. In this connection, UNEP will put in place a better system for monitoring
the execution of the audit recommendations, to improve their overall
implementation. Managers responsible for the execution of recommendations will
be assisted in developing an implementation plan with specific deadlines for the
various steps to be performed to achieve fully the objectives and means of
verification to establish successful execution of each recommendation.
Implementation plans will be monitored and a quarterly status report will be
prepared, indicating whether the planned steps have been completed and if not,
why. When appropriate, corrective actions to deal with problems encountered
will be formulated and incorporated in the revised implementation plan. The
quarterly status reports will be combined into a comprehensive report on the
implementation of all audit recommendations.

31. It should be noted that from 1 January 1996, all issues concerning
perscnnel, finance, support services, conference services, electronic services
and United Nations security coordination are under the United Nations Office in
Nairobi (UNON). Thus, the responsibility of implementation relating to these
falls directly under UNON.

VAN
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Board’s recommendations

Status of implementation

Programme management

The policy framework for interaction
with non-governmental organizations
(NGOs) involved in the field of
environment should be further
expedited. The catalytic role of UNEP
and the role of field offices in
programme planning, project
formulation and implementation should
be clearly defined {paras. 11 (a) and
41-43).

As of July 1996, the policy framework
for interaction with NGOs involved in
the field of environment has been
drafted, following a consultation
process with selected NGOs and with
the UNEP Executive Committee. The
catalytic role of UNEP is already
being exercised through drawing
contributions from scientific and
other communities on emerging
environmental issues. Regional
projects are now developed at the
regional level in liaison with the
substantive office at headguarters
for the purposes of programme
coordination. They are then sent to
Headguarters for approval. The
regional offices have been involved
in the selection of consultants for
evaluation, drawing terms of
reference and supervising evaluation
since 1995.

The merits and demerits of the present
system of top-down planning and its
impact on project implementation
should be reviewed to see whether a
more composite and timely process
should be evolved in its place

(paras. 11 (b) and 44-45).

While there were some administrative
delays in the preparation of the
1954-1995 programme of work and
project approval, noc such problems
were experienced in the 1996-1997
programme and most projects were
approved by January 1986. The
present UNEP planning system is
already being initiated from the
level of Programme Managers.

Project management

The planning and budgeting process
should be integrated by obtaining all
necessary approvals for programmes and
projects in accordance with a time- .
schedule. Project implementation
should be coordinated in a manner to
avoid an uneven flow of expenditures
{paras. 11 {c), 47-49}).

UNEP has established a Project
Approval Group to review and approve
projects and in general to coordinate
projects better. It started its
operations in December 1995. Most of
the project documents were already
approved in January 1996.

N
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Board'’'s recommendations

Status of implementation

The Board is of the view that in order
to avoid widespread project delays and
cost overruns, UNEP should evolve a
more detailed programme strategy
taking into account the fund
constraints and other factors

{paras. 50-51).

Since UNEP's projects are funded on a
voluntary basis, project
implementation is subject to the
availability of funds which may
result in time and cost overruns. A
mid-term review is taking place in
order to ensure that the work
programme implemented is in line with
the level of available funds. Please
also see our response to

para. 11 (g).

A budgetary control mechanism should
be put in place to avoid excess
expenditures over allotments and late
recurrence of expenditures

{paras. 11 {(d) and 53-54).

The auditors noted that as compared
to earlier periods, the frequency in
project revision was significantly
less, which was a positive
achievement. Every effort is being
made to ensure that project revisions
are kept to a minimum.

The Board’s review of project
documents, however, revealed that the
follow-up action to be taken by the
executive agencies as a result of the
review of half yearly progress reports
was not generally documented. The
Board recommends that the
Administration should record the
results of the review and issue
instructions to implementing agencies
regarding the follow-up action
required (paras. 55-56).

The Administration accepted the
recommendation of the Board that the
PMS (Project Management System) should
be utilized to weed out the
inefficient implementing agencies
(para. 61).

UNEP maintains a database on
executing agencies as part of its
project management system. This
enables analysis of agency
performance such as delays in
reporting, frequency of revisions and
fund utilization. Inefficient
executing agencies will be identified
and recommendations for weeding them
out will be submitted to the UNEP
management for its decision.

VAR
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Board's recommendations

Status of implementation

The Board recommended that UNEP
consider providing a history sheet in
each project document file where all
events in the life of a project could
be properly documented. The Board
considered that such a system would
help in building up institutional
memory (paras. 62-63).

The UNEP manual on design, approval
and evaluation for projects already
provides tools (projects progress
report, terminal report, self-

‘evaluation fact sheet) for collecting

comprehensive information on the life
of a project to meet evaluation and
reporting requirements. With the
abolition of the Central Registry,
both the Programme and Fund Programme
Management Branch of UNEP will
maintain a comprehensive filing
system for each project. We
therefore consider that these reports
and the filing system will more than
adeguately meet the audit
requirements and thus we do not see
the need to establish an additional
history sheet.

The Board recommends that the system
of evaluation of projects be improved
by stronger follow-up action on
outstanding terminal reports and
evaluation fact sheets. UNEP should
alsoc establish more detailed
procedures and guidelines for
evaluation (paras. 59-60)}.

We agree with the recommendation.
However, in the present tight
financial situation, UNEP does not
have the means to carry out ex post
facto evaluations. BEvery effort will
be made to include necessary
management and administration support
cost funds for this in the 1998-1999
budget.

UNEP should take measures to obtain
reqgquired documents to enable closure
of all completed projects
(paras. 11 (e} and 57-58).

Action has been taken to sclicit from
executing agencies all outstanding
project reports and to effect timely
closure of projets. Further cash
advances for ongoing projects are
being withheld pending submission on
outstanding reports.

fove
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Board’s recommendations

Status of implementation

Financial management

Budgetary assumptions should be
modified to adopt an averaging method
of estimating exchange rates and
location of specific vacancy rates.
UNEP should also prepare more
realistic estimations of voluntary
contributions {(paras. 11 (g) and
35-40).

MASC budgetary assumptions have been
modified in line with these
recommendations. Revised .1996-1997
and proposed 1998-1999 budgets will
reflect these modifications. There
is perhaps some misunderstanding on
the estimates of voluntary
contributions. The contributions
assumptions used in budget documents
prepared for the Governing Council
are not estimates or even
projections. They are no more than
an estimation of the contributions
that would be required to implement
the programme proposed to the
Governing Council, usually based on
the programme requested by the
Council at its previous session.
Once the Council has approved a
programme budget for the following
biennium at its current session, an
estimate of the contributions
required to implement the approved
budget is prepared. This represents
the target of the contributions for
that biennium. That target has not
in the past been recorded in the
report of the Governing Council but
it is proposed that in the future it
should be. Unfortunately, this
adjusted target will not necessarily
provide a protection against
Governments reducing their
contributions compared with the
previous year {(as has happened in the
current biennium) or even against
Governments not contributing at the
level they agree in the Governing
Council when they approve the
programme.

/e
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Board’s recommendations

Status of implementation

Efforts should be continued to ensure
that all executing agencies provide
audited expenditure statements and
audit certificates in respect of
monies released from the Environment
Fund soon after the financial period
is over (paras. 11 (f) and 31-32}.

The UNEP manual entitled Project
Design, Approval and Evaluation sets
out the conditions relating to the
submission of audit certificates.
UNEP has put in place the necessary
measures in order to ensure the
timely submission of the audited
expenditure statements, i.e., UNEP
will withhold future cash advances
from those organizations which have
not provided the audit certificate
and will not enter into new
contractual arrangements with
supporting organizations which have
not provided necessary audit
documents.

The Board recommends that UNEP should
carry out periodic reconciliation of
inter-office vouchers in concert with
United Nations Headquarters

(para. 29).

UNON is implementing the
recommendation.

The Board recommends that the
Administration should take measures to
adjust/recover the advances (United
Nations organizations, staff members,
others) in accordance with United
Nations rules and regulations

{para. 30)}.

UNEP maintains a database on cash
advances paid to executing agencies
and monitors unspent balances as well
as institutes action for their
recovery. UNEP has set out a task
force to look into this question with
a view to implementing measures for
detailed ageing analysis by

1 January 1997. The responsibility
of following up the advances paid to
staff lies with UNON.

P
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Board’s recommendations

Status of implementation

Publications

A more comprehensive annual publishing
programme should be established in
concert with all programme managers.
Guidelines should be issued to prevent
unplanned external printing of
publications including the requirement
of prior approval of the Editorial
Committee (paras. 11 (k) and 64-67).

More efficient planning is now
provided through the UNEP
Publications Board, which will work
closely with the Programme
Coordination Committee. The 1996~
1997 Publishing Programme has been
approved. The guidelines were issued
on 20 August 1996 to the effect that
all requests for printing
publications will be submitted first
to the UNON Documents Reproduction
and Distribution Unit for review to
see if the work can be done in-house
before contacts for cutside
quotations are made. Printing of
publications under a co-publishing
programme is an exception. The UNEP
publications manual sets the
requirement that all publications
need an approval from the Editorial
Committee. Thus separate guidelines
are not needed in this respect.

UNEP had not priced most of its
publications owing to the absence of a
pricing policy (para. 68).

As recommended by the Board, UNEP has
since established an appropriate
pricing policy and has also revised
its publications manual suitably to
cover pricing.

Procurement

The practice of placing piecemeal
purchase orders for commonly used
commodities should be avoided. UNEP
must ensure that each substantive unit
prepares a purchase plan based on
need, which collectively should form
UNEP’s annual procurement plan

(paras. 11 (h) and 69-72).

This is proceeding according to
schedule and will be submitted to
UNON in 1996. UNON will finalize.

UNEP will have to take further
measures to implement the Board'’s
recommendations fully. Competitive
bidding should be maximized through
advance planning of purchases
{para. 9).

UNON is implementing the
recommendation.
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Board’s recommendations

Status of implementation

The established rules and procedures
on procurement, including those
relating to competitive bidding should
be endorsed more rigorously

(paras. 11 (i) and 73-77).

UNCON is implementing the
recommendation.

Deliveries of supplies by vendors
should be monitored against stipulated
time schedules and a vendor
performance system should be
established early. Inclusion of a
penalty clause in purchase orders, at
least on a selective basis, should be
considered (paras. 11 {(j} and 78-80).

UNON is implementing the
recommendation.

Conference services

The possibility of renting out the
available surplus capacity of the
conference facilities should be
considered (paras. 11 (m) and 86).

UNON is implementing the
recommendation.

Human Resources Management

The Board recommends that the
Administration take effective measures
to finalize the job descriptions in
respect of all posts expeditiously
{para. 85}.

Classification of posts will be
completed by December 1996. No posts
are filled without the post having
been classified.

feon
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Board'’s recommendations

Status of implementation

Appointment of consultants should be

regulated in line with the established

policies; the roster of consultants
should be reviewed and updated
periodically. Selection of
consultants should be made after
considering alternate candidates by
widening the search for prospective
candidates. Guidelines should be
established for determining
consultants’ fees (paras. 11 (1) and
81-84).

UNEP issued revised guidelines on

5 March 1995 for recruitment of
consultants to ensure that
consultancies are awarded on the
basis of established need, expertise
and value for money. UNEP will also
make every effort to select
consultants from the full range of
countries, including developing
countries and countries with )
economies in transition, taking due
consideration of geographical and
gender balance. Additionally,
following the merging of the
administrations of Habitat and UNEP
on 1 January 1996, a comprehensive
review is being undertaken on the
procedure, governing and recruitment
of consultants (e.g. fees) to improve
the comparative evaluation while at
the same time harmonizing the
procedures of UNEP, Habitat and UNON,
A joint working group has been set up
for the purpose. The roster of
candidates is also in the process of
being updated. The Executive
Director has reported on the status
of consultancies on a quarterly basis
to the Committee of Permanent
Representatives (UNEP/GC.18/42 and
UNEP/GC.18/49). The information
which is regularly reported includes
details of the purpose of
consultancies awarded, length of
consultancies, geographical
distribution of consultants, amount
paid and evaluation of completed
consultancies.
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K. Fund of the United Nations International
Drug Control Programme

34. The measures taken, or .to be taken, by UNDCP to implement the
recommendations of the Board of Auditors in its report for the biennium 1994-
1995 11/ are described below. S D

Audit certificates from executing agencies

35. The Board recommends that UNDCP should take action to ensure timely receipt
of audit certificates from executing agencies. While the Board recognizes the
improvement achieved compared to 1992-1993, some difficulties still persist in
obtailning such audit assurances from non-governmental organizations, which, like
all other executing agencies, are formally required by their agreements with
UNDCP to submit audited statements in time. The problem is basically one of
timing only in that these statements are not available prior to the conclusion
of the audit of UNDCP. 1In order to limit cases of delaved receipt of audit
certifications, UNDCP closely monitors the compliance of executing agencies with
the reporting requirements through additional follow-ups.

Performance reporting

36. The Board recommends that UNDCP should consider presenting a performance
report which indicates actual out-turn for the biennium in terms of activities
and includes a quantified summary of achievements against mandates and
objectives across all activities. At present, a performance report covering
budget and programme delivery for the current biennium is submitted together
with the initial budget for the next biennium for approval by the Commission on
Narcotic Drugs (CND). The current biennium’s performance report, however, only
allows - for the presentation of 18 months. of actual programme delivery as it is
prepared in the last guarter of the biennium by which time full results are not
known, with the last six months being covered by performance estimates. Thus,
actual expenditure against budget by funding source and object of expenditure
can only be reported when the audited financial statements are prepared
following the end of the biennium. This report, based on actual out-turn, is
considered by the Commission when it convenes after more than a year following
the end of.the biennium.

37. The present submission of a report covering jointly the current biennium’s
budget and programme performance together with the proposed initial budget for
the future biennium is considered necessary information for Member States to
examine the realism and appropriateness of future budget estimates against the
most up-to-date performance report. However, following the Board’'s
recommendation, it is being proposed to the Commission on Narcotic Drugs that
present programme performance reporting be complemented by the submission of a
performance report on. actual programme delivery for the last six months of the
current biennium as part of the report of the Executive Director which is
provided in the audited financial statements. Without recalling the performance
report on programme already submitted in the budget process, an additional
guantified summary on overall programme delivery would be included in the
audited financial statements as well as explanations of changes as compared to
the first report. 2As is the case at present, the audited report would be

P
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available to Member States in the second half of the vear following the end of
the biennium for consideration by the Commission on Narcotic Drugs during the
following regular session.

38. Therefore, the proposed approach of implementing the Board’s recommendation
will preserve the benefit of providing performance assessments in the budget
process while avoiding duplication of reporting and enhancing the timely
submission of performance information on the programme. Moreover, the joint
submission of the concluding performance report on the programme, together with
the audited financial information, would constitute a comprehensive and
authoritative biennial performance report on budget and programme.

L. United Nations Office for Project Services

39. The measures taken, or to be taken, by UNOPS to implement the
recommendations of the Board of Auditors in its report for the biennium
1994-1995 12/ are described below.

Financial matters

The Board identified three areas where there remained scope for improving
financial control.

Recommendation 1 {para. 9 (a))

UNOPS should report to the Executive Board on progress in finalizing its
new, dedicated Financial Rules and indicate a timetable 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 annual
session. As the Financial Regulations of UNOPS are an annex to those of
UNDP and the UNDP Financial Regulations and Financial Rules are scheduled
for revision in 1897, UNOPS will, accordingly, schedule revision and
promulgation of its dedicated Financial Rules taking into consideration
UNDP’s future proposals for revision of its Regulations and Rules.
Meanwhile, the current UNDP Financial Rules apply to UNOPS mutatis
mutandis. The Executive Director considers that the present situation
enables him to fulfil his responsibilities for all UNOPS activities.

Recommendation 2 (para. 9 (b))

UNOPS should issue 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 communicated this finding to the appropriate
individuals. Additionally, this matter will be addressed in the UNOPS
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Handbook prior to the end of 1996 and further reminders and guidance will
be issued well in advance of the end of the current financial period.

Recommendation 3 (para. 9 {c)}

UNOPS should closely monitor actual expenditure against budget to avoid the
high incidence of overexpenditure (see para. 43).

UNOPS agrees and is. actively monitoring the situation on an ongoing basis
through the generation of monthly reports and through continual follow-up.
At the date of this response, the number of project budgets with lifetime
budget overexpenditures has been reduced toc six.

Management issues

Buginess planning and development

The Board concluded that the UNOPS initiative in develcoping an annual
business plan was a significant step forward for the new organization. The
Board identified several areas, however, where there was scope for
improving the business plan. -

Recommendation 3 (para. 10 (a)}

UNOPS should set realistic objectives in its business plans and consider
the costs and benefits of undertaking the planned tasks (see para. 56).

Section 5 of the 1996 UNOPS Business Plan has been revised to focus on

objectives rather than tasks. Additionally, section 5 now includes
anticipated benefits and order of magnitude cost assessment.

Recommendation 4 (para. 10 (b))

UNOPS should assess the potential impact that the shifting composition of
its portfolio could have on its financial position and set financial
targets which reflect its differential income rates (see para. 59).
Section 3 of the 1996 UNOPS Business Plan analvses the impact of portfolio
shifts since 1995. Section 4 includes projections of financial targets by
client and by division.

Recommendation 5 {(para. 10 {c)}

In future busipess plans, UNOPS should prioritize tasks to ensure that they
are implemented according to their respective importance to the
organization (see para. 61).
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All objectives are now prioritized in section 5 of the 1996 UNOPS Business
Plan.

Recommendation 6 (para. 10 (d))

UNOPS should establish appropriate measures of success and benchmarks of
current performance to assess the impact 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 UNOCPS
Business Plan.

Recommendation 7 {(para. 10 (e))

UNOPS should prepare an evaluation 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 will
maintain responsibility for planning, development and implementation of the
Business Plan; the anticipated Finance, Control and Administration Division
will evaluate performance improvements; and, in addition to the interim
organizational evaluation of the UNOPS Asia Office conducted in April 1996,
a foliow-on evaluation of that office will be conducted in the first
quarter of 1997.

Appointment and management of consultancy services

The Board concluded that UNOPS needed to improve its practices concerning
the appointment and management of consultancy services.

Recommendation 8 (para. 11 (a))

UNOPS should regularly review the extent of repeat recruitment to ensure
that it exercises sufficient choice in the selection of individual
congultants and consultancy firms (see para. 84).

UNOPS concurs. Currently, repeat recruitment is monitored through the
UNOPS Procurement Review Advisory Committee and the Projects Personnel
Support Unit. In the future, however, the Finance, Control and
Administration Division, "to be established in the first quarter of 1997,
will review these procedures with a view to further improvement.

Recommendation 9 (para. 11 (b))

UNOPS should undertake periodic analyses to identify the specialisms most
in demand and any shortfalls in supply, with a view to registering
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individuals and firms with the required skills in advance of possible
agssignments (see para. 88).

UNOPS agrees and notes that, in the case of individual consultants,
progress in this area depends upon resclution of the difficulties
encountered as a result of roster sharing with UNFPA and UNDP. Once this
issue 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 firms and individuals
on the rosters. The recently established office of the Director of
Operations has assumed responsibility for enhancement and systematic use of
the rosters.

Recommendation 10 {(para. 11 {(c¢))

UNOPS should screen and, where appropriate, register on the consultants’
roster those candidates 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 making the roster available to the UNOPS office in Kuala
Lumpur {see para. 102}.

UNOPS concurs with the recommendation and is continuing to register
individual consultants on the roster. Training on the use of the roster is
now available to UNOPS staff as needed and systematic training sessions
will be organized for 1997. The RESTRAC résumé database and "Finder"
-module on CD-ROM has been available in the UNOPS Asia Office since

June 1996, o i ' )

Recommendation 11 (para. 11 (d4))

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

UNOPS agrees and suggests that, in view of differing practices which exist
among UNCPS, UNDP, UNICEF and UNFPA, the matter may be best dealt with in
an inter-agency context. UNOPS will schedule this matter for discussion at
a forthcoming inter-agency personnel meeting.

Price-getting and cost control

The Board concluded that UNOPS needed to strengthen and update its price-
setting and cost control measures.
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Recommendation 12 (para. 12 (a))

UNOPS should develop a workload assesgment and costing system (see
para. 119).

The development of such a system is included in the 1996 UNOPS Business

Plan. UNOPS expects this task to be completed in the second quarter of
1997.

Recommendation 13 (para. 12 (b))

UNOPS should revise the bases for calculating Management Service Agreement
fees to reflect current costs more accurately (see para. 123).

UNCPS intends to introduce up-to-date service unit costs in 1997, to
clearly document the rationale therefor and to revise these cost schedules
as appropriate. The necessary condition for accomplishing this task is the
completion of the reorganization process which establishes a new basis for
calculating costs. The structural aspects of reorganization will be
completed in 1997 and any necessary revision in Management Service
Agreement fee structures will be made by the end of 1997.

Recommendation 14 (para. 12 (c))

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

UNOPS is currently pursuing the finalization of an umbrella agreement with
UNDP which will permit the establishment of defadiled and accurate cost
breakdowns. This agreement is expected to be finalized before the end of
1996.

Recommendation 15 (para. 12 (d))

UNCPS should assess and document, as part of the project acceptance
process, whether the costs of delivering a project are likely to be met 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 assumed the administration of the project acceptance process. The
Executive Director has requested the Director of Operations to revisit the
question of a project-by-project assessment of costs and fees.
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Recommendation 16 (para, 12 {(e)}
UNOPS should assess the levels of annual surpluses and accumulated unspent
resources to determine levels which are reasonable and consistent with its
business objectives (see para. 139).

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

Notes

1/ Official Records of the General Assembly, Fifty-first Session,
Supplement No. 5 (A/51/5), vol. III, sect. II.

2/ Ibid., Supplement No. 5 (A/51/5), vol. IV, sect. II.

3/ Ibid., Supplement No. 5A (A/51/5/add.l), sect. II.

4/ Ibid., Supplement Nec. 5B (A/51/5/Add.2), sect. II.

5/ Ibid., Supplement No. 5C (A/51/5/Add.3), sect. II.

6/ Ibid., Supplement No. 5D (A/51/5/add.4), sect. II.

Y ¥4 Ibid., Supplement No. 5E {(A/51/5/Add.5), sect. IIL.

8/ Ibid., Supplement No. 5F {A/51/5/aAdd.6), sect. II.

58/ Ibid., Supplement No. 5G (A/51/5/add.7), sect. II.
106/ 7Ibid., Supplement No. 5H (A/51/5/Add.8), sect. II.
11/ 1Ibid., Supplement No. 5I (A/Sl/S/Add.9), sect. II.
12/ Ibid., Supplement No. 5J (A/51/5/Add.10), sect. II.




