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I. INTRODUCTION
1. The present report has been produced, at the request of the Secretary-

General, by the Office of Internal Oversight Services in response to the General
Assembly’s request for a detailed report by the Secretary-General containing
recommendations on the implementation of General Assembly resolution 48/218 B of
29 July 1994 as it pertains to the internal oversight functions of the United
Nations operational funds and programmes.

2, In pursuing this mandate, the Office contacted the funds and programmes to
obtain information about their internal oversight mechanisms. In this coéntext,
OIOS has identified organizational structures and procedures established by the
funds or programmes, or provided to them by the Office, which enable them to
exercise internal oversight to varying degrees. This identification or stock
taking of internal oversight in the funds and programmes was the first step in a
process leading to the eight recommendations contained in paragraphs 44 to 51 of
the present report. These recommendations suggest methods by which the Office
can assist funds and programmes in enhancing their internal oversight
mechanisms, as called for by the General Assembly in paragraph 11 of resolution
48/218 B. They have been drafted with a view towards enabling the Assembly to
formulate a policy to be implemented by the governing bodies of the funds and
programmes in question with regard to their oversight functions. They are made
without prejudice to the independent authority of the Office of Internal’'
Oversight Services under resolution 48/218 B to fulfil its responsibilities.

3. The Office has made every effort to actively involve all concerned entities
in the different stages of the stock taking. To reinforce the accuracy of the
observations, broaden the perspective of the analysis and corroborate the
soundness of the recommendations, surveyed funds and programmes, and external
entities were involved in the information gathering and verification process as
well as the analysis of findings.

4. From January to December 1996, the Office, with the involvement of the
Secretary-General and all executive heads, held consultations with the governing
bodies of the funds and programmes, as requested by the General Assembly in
paragraph 11 of resolution 48/218 B. In two cases where no formal meeting of a
governing body was scheduled during 1996 (United Nations Centre for Human
Settlements (UNCHS)/Habitat and the United Nations Environment Programme
(UNEP) ), informal consultations were carried out by the executive heads of these
agencies, and all members of the governing bodies in question were given the
opportunity, via mail poll, to comment on the draft report (for details on the
consultation process see annex IV). The present report takes account of the
result of those consultations as well as of pertinent developments which have
emerged since the report was first issued in draft form.

5. While the present report was being prepared, several funds and programmes
took measures to enhance their internal oversight services by establishing new,
or restructuring their existing, internal oversight functions, or by initiating
a closer cocperation with the Office. For example, the Governing Council of
UNEP, in its decision 18/46 of 25 May 1995, expressed its desire to work closely
with the Office and requested the Executive Director to formulate and enact, in
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consultation with the Office, a specific plan of action to prevent waste, fraud
and mismanagement. The Secretary-General welcomes these developmente as they
confirm that funds and programmes have recognized the necessity to strengthen
their internal oversight functions. The Office, in acknowledging the evolving
nature of the United Nations system, does not attempt to offer a definitive
picture of recent developments but only seeks to indicate current trends.

II. SCOPE

6. The present report considers the following operational funds and
programmes :

- International Trade Centre (ITC);

- United Nations Habitat and Human Settlement Foundation
{UNCHS /Habitat} ;

- Fund of the United Nations Internatiocnal Drug Control Programme
{(UNDCP) ;

- United Nations Development Programme {UNDP);
- Fund of the United Nations Environment Programme (UNEP) ;
- United Nations Population Fund (UNFPA) ;

- Voluntary funds administered by the Office of the United Nations High
Commissioner for Refugees (UNHCR);

- United Nations Children’s Fund ({(UNICEF);
- United Nations Institute for Training and Research (UNITAR);
- United Nations Office of Project Services (UNOPS);

- United Nations Relief and Works Agency for Palestine Refugees in the
Near East (UNRWA);

- United Nations University (UNU);
- World Food Programme {(WFP).

7. The legal status of these funds and programmes has been defined by or with
the involvement of the General Assembly, and their executive heads are appeinted
by, or with the involvement of the Secretary-General. Furthermore, with the
exception of the World Food Programme, they are all audited by the United
Nations Boaxrd of Auditors.

8. Entities which are fully financed by the regular budget of the United
Nations, such as the United Nations Conference on Trade and Develcpment
(UNCTAD}, and those such as the International Research and Training Institute
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for the Advancement of Women (INSTRAW), the United Nations Research Institute
for Social Development (UNRISD) and the United Nations Institute for Disarmament
Research (UNIDIR), which are financed by the trust funds administered by the
United Nations, and hence are fully provided with internal oversight services of
the Office of Internal Oversight Services, have not been addressed in the
present report. Similarly, the United Nations Capital Development Fund, the
United Nations Development Fund for Women (UNIFEM) and the United Nations
Volunteers, which are financed by the trust funds administered by UNDP are
considered as part of UNDP for purposes of the present report.

9. Under current arrangements, the Office of Internal Oversight Services
provides all or part of the internal oversight services to the following funds
and programmes: ITC, UNITAR, UNRWA, UNU, voluntary funds of UNHCR, Fund of
UNEP, UNCHS/Habitat and Fund of UNDCP. Funds and programmes whose internal
oversight functions are at present provided largely separate from OIOS are:
UNDP, UNICEF, UNFPA, UNOPS and WFP.

III. METHODOLOGY -

10. With a view to fulfilling the mandate laid down in paragraph 1l of General
Assembly resolution 48/218 B, the resolution was analysed to extract those
elements which defined the internal oversight function. A model of the internal
oversight function was then developed which could be extended to the fundg and
programmes.

11. A gquestionnaire was then prepared and was sent in June 1995 to all entities
concerned to obtain information which would allow the formulation of conclusions
about the current status of internal oversight in the target funds and
programmes .

12. Upon receipt of the replies to the questionnaire, the data were catalogued
and verified with each fund and programme by the end of September 1995. Another
verification of the data and update, where appropriate, was carried out in
September 1996. Taking into account that individual operational funds and
programmes have differing but equally viable organizational arrangements, the
provision of oversight services was analysed with regard to:

(a) Adequacy, effectiveness and efficiency of services:

- Adequacy of oversight responsibilities with respect to execution of
all components of the oversight function {audit, evaluation,
monitoring and inspection, investigation);

- Adequacy of personnel and budgetary resources;

- Effectiveness of internal monitoring of the implementation of
recommendations;

- Efficiency of oversight services through coordination among oversight
functions;
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- Effectiveness of designated organizational entity/person to receive
allegations of waste, fraud and mismanagement;

- Adequacy of protection of staff members who make allegations/ report
misconduct;

(b) Independence of oversight functions:
-  Operational independence guaranteed by the organizational structure;
{c) Accountability to governing body:

- Accountability through regular, informative reports on developments of
the oversight responsibilities with specific emphasis on reporting
present findings as well as the implementation status of previous
recommendations deriving from internal audits, evaluations,
monitoring, inspections and investigations.

13. Finally, based on the analysis, certain recommendations were developed to
enhance the oversight functions of the funds and programmes.

iv. ANALYSIS

A. Audit

14. The survey disclosed that all operational funds and programmes have long-
established audit functions with a clearly defined scope of work. As one would
expect, the quantity and scope of audits varies with the size and cbjectives of
the funds and programmes. One common characteristic seems to be the pronocunced
emphasis on management and programme audits over financial statement audits,
which fall traditionally in the domain of external auditors.

15. Though some units have been reorganized as recently as 1992 (and the Office
of Internal Oversight Services itself was established in 1994}, the
organizational structure, reporting lines and internal reporting procedures were
in all cases clearly defined. Aaudit services are generally provided by the
Office of Internal Oversight Services to funds and programmes financed through
the regular United Nations budget. In addition, the Office provides audit
services to activities financed from sources outside the regular budget {ITC,
UNCHS /Habitat, UNDCP, UNEP, UNHCR) through separately funded arrangements. The
Office communicates findings and recommendations of internal audits to the
audited entity and follows up on the implementation of audit recommendations.

i6. Within all operational funds and programmes that have audit units separate
from the Office, audit units report to the office of the executive head. The
organizational arrangement that brings audit under the authority of the
executive or the assistant executive head is in some cases the result of
relatively recent reorganizations. These efforts towards reorganization reflect
the common understanding that in order to provide objective, impartial and
candid assessments, the audit unit has to be granted an adequate measure of
operational independence from the entities subject to its scrutiny. In other
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words, the audit function is to be divorced as much as possible from the
administration of the entity.

17. In addition to the organizational structure, the survey loocked at financial
and human resources committed to the audit and evaluation functions. The
commitment of resources should be viewed in the context of the operational scope
of a fund or programme as this is the major determining factor for the
allocation of resources for oversight services. From a general perspective, the
commitment of financial resources to audit services is on average slightly
higher than for evaluation services.! It can be observed as a general principle
that operational funds and programmes extensively involved in humanitarian
relief (e.g. UNHCR) have higher audit than evaluation budgets. In contrast,
funds and programmes primarily concerned with strategic or long-term programmes
and projects (UNICEF, ITC, UNFPA) are likely to have comparatively higher
expenditure on evaluations.? @Given the nature of humanitarian relief work,
characterized by the necessity to respond to emergencies within an extremely
short time-frame, and often involving substantial cash transfers to
geographically remote areas, the need for forceful audit entities is apparent.

18. The Office of Internal Oversight Services is committed to employing its
resources in the most efficient manner without compromising the integrity of its
service. 1In particular, it will sound out the possibility of cooperation with
audit services of United Nations operational funds, programmes and specialized
agencies which are present in regions where it is engaged. The Office is
willing to provide services for other members of the United Nations system, but
will also rely on services provided more cost-efficiently by other entities as
long as adherence to the standards of the Office is guaranteed. However,'in
view of the limited staff resources and financial constraints currently existing
in the funds and programmes, such an arrangement does not seem feasible at this
time.

B. Evaluation

19. Similar to audit, evaluation units are well established within all surveyed
funds and programmes. However, the organizational structures are more diverse
than in the case of audit. Within several funds and programmes, evaluation
constitutes an integral part of the oversight function (UNCHS/Habitat, ITC,
UNHCR, UNICEF, WFP), while in others (UNEP, UNDCP, UNDP, UNFPA) evaluation is
integrated in the strategic planning process. Other organizational arrangements
include the merging of evaluation and inspection functions {(UNHCR), combining
the evaluation unit with a research office (UNICEF) or pairing evaluation and
monitoring functions (UNICEF, UNDP). UNHCR is also a good example of the
diversity of the evaluation function. The agency was subject to an in-depth
evaluation by the Committee for Programme and Coordination (CPC) in 19393 on the
basis of an evaluation report by what is now the Central Evaluation Unit of the
Office of Internal Oversight Services. Beasides, the agency has had its own in-
house evaluation function with a focus not only on field projects, but
increasingly on broader policy issues such as urban refugees, institution-
building, and staff security and stress, which complement the evaluation as
performed by the Office. All these organizational arrangements are egqually
viable and reflect the differing focuses of the individual entities. 2An entity
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that combines evaluation with inspection is more likely to view evaluation as a
periodic but ad hoc procedure, while the philosophy underlying the integration
of monitoring and evaluation stresses the continuity of the evaluation process.

20. With regard to financial resources committed to evaluation functions, those
funds and programmes with long-term commitments or a strategic agenda {ITC,
UNEP, UNDCP, UNICEF, UNFPA) have relatively high evaluation expenditure ratios,
reflecting their need to evaluate programmes and cooperation projects to
determine their effectiveness and efficiency. On the other hand, relief
operations have received a lower level of expenditure as evaluations against get
targets seem to have a more limited application in an emergency setting, though
important "lessons learned" can and should also be derived from the evaluation
of performance in this environment.

'c. Monitoring

21, The monitoring function within OIOS is described in Secretary-General’s
bulletin ST/SGB/273 as providing assistance "in implementing the provisions of
article V of the Regulations and Rules Governing Programme Planning, the
Programme Aspects of the Budget, the Monitoring and Implementation and the
Methods of Evaluation on monitoring of programme implementation. The Office
shall also ensure that monitoring and self-evaluation are viewed as an integral
part of managerial responsibility for the efficiency and effectiveness of
programme performance."

22. The survey indicated the existence of monitoring units in some funds and
programmes whereas in others monitoring tasks are currently accomplished through
other organizational units {e.g. evaluation) or are integrated into managerial
functions. 1In general, it is not viewed as necessary that each organizational
fund or programme establish a monitoring unit. In particular, smaller entities
or entities with a limited operational scope would not derive a substantial
benefit from a monitoring unit. Establishing a new unit could simply lead to
the diversion of scarce resources. Instead, the Office will continue to promote
the development and strengthening of the monitoring and self-evaluation
functions as a managerial responsibility and stands ready to provide assistance
with this task in a proactive manner.

23. Together with the Department of Administration and Management, the QOffice
has embarked upon an effort to simplify programme monitoring and evaluation,
including reporting to legislative bodies, with a view to transforming it from
what is perceived as a cumbersome procedure of mere guantitative reporting to
oversight bodies into a meaningful and effective tool for managers to review the
performance of the function for which they are responsible. This reform effort
will be carried out on the basis of the Regulations and Rules Governing
Programme Planning, the Programme Aspects of the Budget, the Monitoring and
Implementation and the Methods of Evaluation (PPBME rules). It will encompass
all entities within the global Secretariat as well as those funds and programmes
which have so far participated in the central programme performance monitoring
and reporting exercise.
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D. Ingpection

24. In the mandate of the Office of Internal Oversight Services, the scope of
inspections is defined as "ad hoc inspections of programme and organizational
units whenever there are sufficient reasons to believe that programme oversight
is ineffective and that the potential for the non-attainment of the objectives
and the waste of resources is great ... These inspections shall recommend to
management corrective measures and adjustments as appropriate.™”
Organizationally, the inspection function in the Office is part of the
Monitoring and Inspection Unit, while the current arrangement in most funds and
programmes gives the audit unit responsibility for inspections. The Office is
concerned that the latter arrangement might prove inadequate in certain cases
where specialized knowledge of inspectors is necessary or where resources from
audit cannot be shifted quickly enough to address ad hoc inspection
requirements. To address this concern, a "rapid reaction force" within the
audit unit could be formally designated and trained to deal with ad hoc
inspections.

25. In addition, in order to ensure inspection coverage throughout the
Organization, the Office stands ready to cooperate with the funds and
programmes, should they decide to call on its inspection team rather than
establishing a permanent inspection unit.

E. Investigation

26. The Investigations Section of the Office of Internal Oversight Services was
established to perform three gemeral functions: to "investigate reports of
violations of United Nations regulations, rules and pertinent administrative
issuances and transmit to the Secretary-General the results of such
investigations together with appropriate recommendations"; to "focus on
assessing the potential within programme areas for fraud and violations ... in
high-risk operations as well as offices away from headquarters"; and to "receive
and investigate reports from staff and other persons engaged in activities under
the authority of the Organization suggesting improvements in programme delivery
and reporting perceived cases of possible violations of rules or regulations,
mismanagement, misconduct, waste of resources or abuse of authority ... [S]ltaff
members and others can make directly to the Office suggestions and reports which
shall be received and handled in complete confidence" (emphasis added; see
ST/SGRBR/273, paras. 16-18).

27. Of the surveyed funds and programmes, only WFP has established a unit that
will carry out functions similar to those described above. The Office of
Inspection and Investigation in the Office of the Executive Director was created
in July 1995, and submitted its first annual report to the Executive Board in
October 1996. While this initiative is noted, it is suggested that procedures,
like those in place for the Office of Internal Oversight Services, should be
established and publicized to ensure the confidential treatment for those who
submit suggestions and reports to the Office of the Executive Director. The
chosen organizational structure of that Office, that is, bringing into it the
investigation unit, should provide an adeguate measure of operational
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independence, integrity and credibility, although consideration must be given to
a direct reporting relationship with the governing body as well.

28. All of the other cperaticnal funds and programmes do not have a separate
investigative unit. Under current arrangements, the Office of Internal
Oversight Services will provide investigative services to all of these funds and
programmes as necessary. However, if the Office is to provide effective
coverage in this area, it will be necessary to designate additional resources
from extrabudgetary sources to the budget of the Investigations Section for
posts and travel. Such an arrangement would avoid adding significant owverhead
costs associated with establishing new units and guarantee the implementation of
unified and equally professional standards among the participating agencies.

29. Based on the experience which the Office has accumulated to date, several
additional posts, plus adequate travel funds, would be required to cover the
additional workload in the area of investigations. The financial burden of
these expenses would have to be shared among the participating agencies,

i.e. those funds and programmes without an investigations unit of their own and
to whom the Office would provide these services. The different size of
respective annual budgets would have to be taken into account under this
arrangement. In order to account for the actual usage of services of the Office
during a given year, a reassessment of the cost sharing would have to be carried
out at the end of each budget year.

30. If any entity should decide that an investigation unit must be created
internally, organizational structures have to be put in place that ensure the
operational independence of the new unit. The investigation unit could be
placed in the Office of the Executive Head and report to the governing body to
guarantee impartial investigation services. 1In this event, the unit would have
to be staffed with a sufficient number of trained, professicnal investigators
and develop procedures which ensure confidential reporting of information with
protection afforded both to those who make reports in good faith and to those
who are the subjects of reports.

31. Additionally, the unit would need to develop and implement transparent
terms of reference and an operating manual so that both the investigators and
the other staff of the agency are made fully cognizant of the authority,
jurisdiction, responsibilities, reporting relationships {(notably to the head of
the agency) and procedures of the investigation office.

32. The Investigations Section of the Office stands ready to work with those
funds and programmes that are planning to establish investigative units. This
gervice could be consultative, providing advice on the structuring and
requirements of such a unit and sharing information on the development of
internal systems, procedures and controls.

F. Coordination among oversight functions

33. In addition to surveying the organizational structure and scope of work of
the individual oversight functions, an attempt has been made in the present
study to identify successful measures to enhance the cooperation among internal
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oversight functions. Cooperation between oversight units can contribute to
greater cost-efficiency and create synergies. Consequently, close cooperative
ties should be maintained among these functions as well as with functions that
are often related to the oversight function but may be organizationally located
in a different functional entity (e.g., in strategic planning).

34. The study of the operational funds and programmes revealed little evidence
that the cooperation among oversight units is approached in a systematic or even
institutionalized fashion. Rather, cooperation is generally based on informal
~meetings. Diverse arrangements with varying degrees of institutionalization can
be envisioned to coordinate the functioning of the oversight services. All
funds and programmes that have not already done so should establish meetings to
be attended by the heads or deputy heads of all oversight units including
evaluation and potentially strategic planning. These meetings should be held at
least monthly to discuss oversight issues of common interest and exchange
relevant information.

35, Distinctive deviations from this general scheme exist within UNHCR and WFP,
where internal audit committees® coordinate the general oversight process, and
in UNDP, where a Management Review/Oversight Committee has been established
recently. The purpose of that committee, according to its terms of reference,
is to facilitate the process which provides the Administrator, and through
him/her the Executive Board, with assurance that UNDP’s accountability framework
is operating effectively. The committee will meet formally four times each year
to review, inter alia, long-term and annual plans for internal audit, review,
self-assessment and evaluation of UNDP activities; to review the summary results
of audits, reviews, control self-assessments and evaluations; and to review
compliance with oversight recommendations. The Under-Secretary-General for
Internal Oversight Services has been invited by the UNDP Administrator to become
a permanent member of the committee and to participate in the meetings.

36. From an oversight perspective, the UNDP arrangement can be seen as a model
which should, mutatis mutandis, be institutionalized in all larger funds and
programmes. This would allow the Office of Internal Oversight Services to play
a proactive role in coordinating and in promoting unified and equally high
standards of oversight throughout the Organization.

G. Monitoring of implementation of recommendations

37. The effectiveness of internal oversight services can be dramatically
enhanced by instituting effective procedures for monitoring the implementation
of recommendations. Currently, the Office has one Compliance Officer in the
Office of the Under-Secretary-General, responsible for the coordination of
monitoring the status of the implementation of recommendations. The Office
prepares a semi-annual report on the implementation of recommendations and the
status of compliance with earlier recommendations by those entities that come
under the authority of the Secretary-General. This internal report is submitted
to the Secretary-General.

38. Implementation of agreed recommendations should be verified by the relevant
internal oversight personnel. All funds and programmes have stressed that
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implementation of recommendations is monitored during subsequent reviews. This
procedure can be enhanced by continuing the dialogue established with the
addressee during the review process until all the recommendations are
implemented. Therefore, it is strongly recommended that funds and programmes
with independent oversight functions develop a mechanism for continually
monitoring the implementation of recommendations. 1In addition, clear procedures
should be established to address non-compliance with an approved implementation
schedule and reporting to the executive head on the status of implementation of
recommendations.

H. Reporting procedures

39. Closely related to monitoring implementation is the procedure for reporting
to intergovernmental bodies on findings and the implementation status of
previous recommendations. This procedure demonstrates to the intergovernmental
body and other interested parties that the organization itself is constantly
striving to use its resources effectively and efficiently.

40. The Office of Internal Oversight Services submits to the Secretary-General
for transmittal to the General Asgembly an annual analytical and summary report
on its activities. Thig annual report includes, inter alia, a description of
significant findings and recommendations for corrective action made by the
Office during the reporting period and am identification of each significant
recommendation in previous reports on which corrective action has not been
completed {ST/SGB/273, para. 28). .

41. The present review has found that most of the oversight functions of the
funds and programmes are lacking adequate reporting procedures as also noted by
the Joint Inspection Unit in their report entitled "Accountability, management
improvement and oversight in the United Nationsg system" (A/50/503/Add.1).
Although oversight issues, in particular reports by the Board of External
Auditors, are fregquently or even regularly {(e.g., UNHCR) on the agendas of
governing bodies, reports from internal oversight units are not given the
prominence and attention they require in order for an independent internal
oversight to be effective. It is therefore recommended that the reporting
procedures of funds and programmes follow similar lines as established for
reports of the Office to the General Assembly (see paragraph 5 (e} of resolution
48/218 B). The internal oversight units, in particular the audit units, should
be authorized to submit, through their respective executive heads, periodic
comprehensive reports and ad hoc reports on specific issues to their governing
bodies. Likewise, if the Office provides internal oversight functions or
reviews to a particular fund or brogramme, reports emanating from this should
alsoc be made available to the respective governing body by the executive head
upon request from the Under-Secretary-General for Internal Oversight Services
together with the comments of the executive head, as appropriate. In the case
of UNRWA, which reports directly to the General Assembly and has a separate
audit function, it is suggested that significant audit reports should be
submitted to the General Assembly after consultation with the Office. For ITC,
UNCHS/Habitat and UNDCP, there are established reporting lines to
intergovernmental bodies which are not within the strict definition of governing
bodies, but which could assume this role for purposes of accountability.
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42. Following the underlying philosophy of General Assembly resolution

48/218 B, it would seem appropriate that the Assembly, as the highest
legislative and oversight body of the Organization, should be kept informed on a
regular basis and in a concise fashion about the effectiveness of internal
oversight in the various parts of the Organization. This could be achieved
through a summary report which would be compiled and coordinated by the Office
of Internal Oversight Services and submitted to the General Assembly in
accordance with paragraph 5 (e) (ii) of resolution 48/218 B. The report would
be based on submissions from the operational funds and programmes which would be
forwarded to the Office by their executive heads after discussion and approval,
as appropriate, by the respective governing bodies.

43. In order to further strengthen a unified approach to internal oversight
throughout the Organization, the above-mentioned report should be submitted to
the General Assembly together with comments, if any, by the Office of Internal
Oversight Services. The comments of the Board of Auditors and the Joint
Inspection Unit would be solicited, as appropriate, as stipulated in resolution
48/218 B. In order to enable the Office to provide its comments, the annual
work plans of the funds’ and programmes’ internal oversight units should be
transmitted to the Office for information, together with copies of final reports
issued by those units. Furthermore, it is understood that, in accordance with
its Organization-wide mandate, the Office would carry out reviews of internal
oversight units whenever there are sufficient reasons to believe that oversight
mechanisms are ineffective, and otherwise as the Under-Secretary-General for
Internal Oversight Services deems appropriate. Such reviews would recommend to
the executive head of the fund or programme corrective measures and adjustments
as appropriate.

V. RECOMMENDATIONS

Recommendation 1

44, The results of our survey indicated the existence of dedicated monitoring
units in some funds and programmes, whereas in others the monitoring tasks are
accomplished through other organizational units. In view of the refocusing of
programme performance monitoring and evaluation as promoted by the Office of
Internal Oversight Services, it is recommended that the monitoring concept be
viewed and developed as part of the managerial responsibility. Whatever
organizational structure has been used to perform the monitoring tasks, its
function should be mocdified to that of a facilitator, gathering the appropriate
data and, most importantly, independently analysing and reporting on the
implementation of programme activities. Furthermore, the Office’s guidelines on
programme monitoring and evaluation should be embraced as a minimum requirement
and implemented by those funds and programmes which have certain deficiencies in
these areas.

Recommendation 2

45. The current arrangement gives the audit unit responsibility for the
inspection function in most funds and programmes. In the experience of the
Office, specialized knowledge of the area to be inspected has been essential in
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forming the inspection team. Additionally, the inspection team must frequently
be assembled on short notice, in reaction to a perceived problem. In order to
address these two key components of inspecticn, it is recommended that
consideration be given to forming separate inspection units in the larger funds
and programmes. Where this is not practical, an inspection team should be
formed within the audit unit which is trained to deal with thesge specialized
tasks. The Office also offers its assistance should a fund or programme decide
not to establish its own inspection function.

Recommendation 3

46. Of the surveyed funds and programmes, only WFP has established a unit
similar to the Office’s Investigations Section. Currently, the Office provides
investigation services to any fund or programme if requested and the necessary
priority is established. In order to provide more effective coverage, resources
must be allocated by the individual fund or programme to the budget of the
Investigations Section. However, the decision to carry out an investigation
must not be subject to the availability of resources. For those entities which
decide to establish their own investigation function, the operatiocnal
independence of the unit needs to be ensured along with the development of a
confidential repcrting facility and procedures to protect those who make reports
in good faith or are the subject of such reports.

Recommendation 4

47. The study of the operational funds and programmes determined that in most
instances cooperation among oversight units is approached in a rather informal
manner. It is recommended that regular monthly meetings be held among the heads
of the oversight units and other units performing the designated oversight
functions to discuss oversight issues and exchange information. It is further
recommended that periodical meetings be held in all funds and programmes between
internal oversight units and management at the executive level to address issues
of planning and coordination of, and compliance with recommendations resulting
from internal oversight activities.

Recommendation 5

48. Surveyed funds and programmes have stressed that the implementation of
recommendations from internal oversight activities is monitored during
subsequent reviews. The effectiveness of the oversight function can be
increased if more emphasis is placed upon ensuring the timely implementation of
recommendations. Therefore, it is strongly recommended that internal oversight
units in the funds and programmes should develop a mechanism for continually
monitoring the implementation of their recommendations. This mechanism should
include procedures for addressing non-compliance and reporting on the status of
implementation to the executive head.

Recommendation 6

49. The results of the present survey indicate that most of the funds and
programmes are lacking adequate reporting procedures. It is recommended that
the reporting procedures of funds and programmes follow similar lines as those

/..
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established for the Office of Internal Oversight Services in paragraph 5 (e) of
resolution 48/218 B. Therefore, internal oversight units should be authorized
to submit, through their respective executive heads, periodic comprehensive
reports and ad hoc reports on specific issues to their governing bodies.
Reports of the Office pertaining to a particular fund or programme should be
made available by its executive head to its governing body, upon request from
the Under-Secretary-General for Internal Oversight Services, tcgether with the
comments of the executive head, as appropriate.

Recommendation 7 )
50. In order to further strengthen and unify reporting procedures, the
Secretary-General recommends complementing the reporting line of the Office of
Internal Oversight Services to the General Assembly with a report which contains
summary records on internal oversight issues of each operational fund and
programme. The sub-parts of the summary report would be drafted by the
individual entities, making every effort to avoid duplication of reporting; they
would also be submitted to the governing body for review and approval before
being transmitted to the Office. The report would provide a tool for the
General Assembly to monitor internal oversight activities within the individual
organizations and provide a comprehensive overview of the achieved improvements
and areas of concern to be addressed in the future.

Recommendation 8

51. In view of its responsibility for the enhancement of internal oversight
mechanisms in the operational funds and programmes as well as its coordinating
role, the Office of Internal Oversight Services should have the authority to
seek and obtain any relevant information, specific or general, from the internal
oversight entities or the concerned executive heads. It should also have the
right to comment, if necessary, on the guality and adequacy of the oversight
activities of funds and programmes ag they would be reported to the CGeneral
Assembly following recommendation 7 above.

Notes

! This comparison has limitations as the evaluation budget does in some
cases comprise other functions (e.g., in the case of UNHCR inspection functions)
and in some instances additional sources of funding exist (e.g., in the case of
UNFPA project funds are used for mandatory annual project audits). Yet this
comparison arrives at a rough indication of the relative emphasis placed on
audit and evaluation functions.

2 Note that UNDP's ekpenditure does not follow this characterization;
neither does UNEP and UNCHS/Habitat.

 Internal audit committees are usually composed of the heads of the
oversight units as well as other division/bureau heads. A similar arrangement
exists for UNFPA, where audit, evaluation and monitoring issues are reviewed and
discussed regularly by the UNFPA Executive Committee, chaired by the Executive
Director {members include all senior management).

F A
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Annex IV

RESULTS OF CONSULTATIONS HELD PURSUANT TO PARAGRAPH 11

OF GENERAL ASSEMBLY RESOLUTION 48/218 B

Organization | Governing Body Date of discussion | Result of consultation

ITC Joint Advisory Group (does | ~- Endorsement by Executive Director

not deal with administrative
and budgetary matters)

UNCHS/ Commission on Human June - December Mail poll among 58 members of Commission;

Habitat Settiements 1996 responses from Gambia, Italy, Kenya, Russian
Federation, United Kingdom; '
Issue was also raised on 6 August 1996 with
Committee of Permanent Representatives

UNDCP Commission on Narcotic 24 April 1996 Commission took note of the draft report -

Drugs without comment =

UNDP Executive Board 29 March 1996 Result of discussion is reflected in the report

UNFPA of the second regular session of the Executive

UNOPS Board (DP/1996/17)

UNEP Governing Counci! April - December informal consultations with members of

1996 Governing Council; responses from Italy,
Spain, United Kingdom, Zaire
UNHCR Standing Commiitee June 1996 Decision by Standing Committee
UNICEF Executive Board 12 April 1996 Results of discussion is reflected in the
20 June 1996 reports of the second session and of the
annual meeting 1996 of the Executive Board
(E/ICEF/1996/12 (Part I} and (Part 1II))

UNITAR Board of Trustees 2 May 1996 Board of Trustees “approved the description
of functions, tasks and mechanisms to help
UNITAR in abiding by the system-wide
requirements of the new Internal Oversight
Mechanisms in Operational Funds and
Programmes”

UNRWA Advisory Commission' 4 March 1996 Advisory Commission was briefed and
received copies of draft report; no comments
have been made.

UNU Council of the University 2-6 December 1996 Committee on Finance and Budget of the
Council considered the draft report; no
comments have been made.

WFP Executive Board 29 May 1996 Executive Board took note of draft report.

'In lieu of the General Assembly




