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SUMMARY

The present report and the statistical summary (DP/1999/22/Add. I) are

submitted pursuant to Executive Board decision 94/32 of i0 October 1994. UNOPS has

exceeded its 1998 financial targets and has operated in accordance with the self-

financing principle. The report also describes actions taken with regard to

implementation of the 1998 UNOPS Business Plan. Internal oversight issues are

addressed in DP/1999/22/Add.2.
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I. INTRODUCTION

I. The present report has been prepared in compliance with Executive Board
decision 94/32 of I0 October 1994, in which the Board requested the Executive

Director to report annually on the activities of the United Nations Office for

Project Services (UNOPS).

2. As mandated in decision 95/1 of i0 January 1995, the report has been

reviewed and cleared by the Management Coordination Committee (MCC).

3. The 1999 UNOPS Business Plan, distributed to members of the Executive
Board at the annual session 1998, establishes the targets against which

performance is assessed in the present report.

II. FINANCIAL PERFORMANCE

4. For the past two years, the UNOPS portfolio has been divided into two

categories: (a) the project portfolio, for which UNOPS handles the funds
entrusted by its clients and incurs project expenditures and(b) the ~services-

only" portfolio, where expenditure of project funds is incurred by parties

other than UNOPS. While in both instances the fees arecalculated to cover

costs, income derived from the project portfolio is usually a percentage of
the amounts spent on behalf of UNOPS clients, whereas the income earned on the

services-only portfolio is expressed as a dollar amount. As seen in figure i,

the value of the total UNOPS portfolio grew from $3.2 billion in 1997 to $3.5

billion in 1998 (an increase of 9.4 per cent). This includes $763 million 
new acquisitions for the project portfolio and $284 million for the services-

only portfolio. Accordingly, total acquisition in 1998 has crossed the $I

billion threshold for the first time in UNOPS history.

0
1996

only"

H

1996 1997 1998

Figure I. UNOPS portfolio composition (in billions of
dollars)

5. The composition of the project portfolio acquired in 1998 shows a number

of new developments. Projects funded fromUNDP core resources decreased by
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nearly $90 million or 22 per cent as compared to the previous year. However,

newly acquired management services agreements (MSAs), under arrangements
signed by UNDP with a range of funding sources, grew from $150 million in 1997

to $250 million in 1998. Most notably, projects carried out on behalf of non-

traditional clients from the United Nations system now rank higher in the

UNOPS portfolio: their value rose from $12 million in 1997 to $38 million in
1998. The portfolio acquisition with clients other than UNDP reached

$67 million in 1998 (figure 2).

69
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Figure 2. Portfolio acquisition from entities
other than UNDP (in millions of dollars)

6. These figures reflect the fact that UNOPS has been more successful than
in previous years in diversifying its client base. New United Nations clients

using UNOPS services for the first time in 1998 include the Department for

Political Affairs, the Department for Peace-Keeping Operations, the Office of
the High Commissioner for Human Rights and the Office of the High Commissioner

for Refugees. These are clients whose mandates go beyond the area of

development cooperation. During 1998, UNOPS also diversified its product base

further. Projects involving building, construction and engineering have risen
significantly. Other new service offerings are described in paragraphs 34-37

below.

7. As shown in figure 3 on the following page, total delivery rose by 16
per cent in 1998. The target for delivery had been set at just over

$700 million for 1998, a level never before reached by UNOPS. By the end of

the year, total delivery stood at $713 million, comprising $538 million for
the project portfolio and $175 million for disbursement authorizations

processed for IFAD-funded projects. These results compare with delivery

targets set in the 1998 Business Plan of $550 million for the project

portfolio and $158 million for the services-only portfolio, totaling

$708 million. Overall, this performance translates into a delivery rate of

I01 per cent.

8. In 1998, UNOPS continued to provide a significant and increasing volume

of services to nationally executed projects, both for UNDP and otherUnited

Nations clients. Demand for such services went from $48 million in 1997 to
$120 million in 1998 (up 150 per cent). In contrast to the trend observed with

° ¯ ¯
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Figure 3. UNOPS delivery (in millions of dollars)

regard to UNDP core resources in general, UNOPS delivery in nationally

executed projects financed from UNDP core resources increased by 55 per cent

as compared with the previous year. Delivery within projects under national

execution rose from $27.5 million in 1997 to $43 million in 1998 (figure 4)

and is expected to be much higher in 1999.
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Figure 4. UNOPS delivery under nationally executed projects (in
millions of dollars)

9. While the target for income had been set at $44.5 million for 1998,

actual income for the year amounted to $49 million, distributed as follows:

$44 million for the project portfolio; $4 million for services-only; and

$I million of other income. The income derived from sources other than UNDP
rose to more than $8 million, or a share of 16 per cent of total UNOPS income.

This figure is expected to be significantly higher in 1999, when much of the

newly acquired portfolio from new clients will have been delivered.

Administrative expenditures, projected at $45 million for 1998, stood at

$41 million by the end of the year. Even considering the extraordinary, non-

recurrent expenses incurred for the Integrated Management Information System

. ° ¯



Dp/1999/22
English
Page 6

(IMIS)/Year 2000 (Y2K) transition of UNOPS information systems and the need 

replenish the operational reserve (see paragraph II), the requirements of the

self-financing principle were again fulfilled in 1998 (figure 5). The results

of the 1998 financial exercise yield a self-financing rate of III per cent,
compared to 106 per cent in 1997.

Figure 5. Income and administrative expenditure (in millions
of dollars)

I0. The amount paid by UNOPS to UNDP for the provision of administrative

services increased by 25 per cent as compared to 1997 and reached $6.3 million

by the end of 1998. The amount transferred directly to UNDP country offices
showed an even stronger increase of 43 per cent. Data referring to 1997 and
1998 are contained in figure 6.

Figure 6. Amounts paid to UNDP from UNOPS income for
administrative services rendered (in millions of dollars)

II. The guidelines established by the Executive Board for the operational

reserve would have required bringing the level of the reserve from $20 million

in 1997 to $23 million in 1998. However, in its decision 98/20 of

. ¯ .
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23 September 1998, the Executive Board authorized that the one-time non-

recurrent expenditures UNOPS has to incur in 1999 for information systems and
the relocation of its headquarters offices could be financed from a drawdown

on the operational reserve to the extent that this would be necessary. The

Executive Director therefore proposes to incorporate the 1998 cash balance of

$5 million in toto into the operational reserve. This will enable the

restoration of the prescribed level of the reserve earlier than anticipated in
last year’s budget submission (figure 7).

I
1996 1997 1998 1999 est.

Figure 7. Movement of the UNOPS operational
reserve (in millions of dollars)

12. Since its inception, UNOPS has monitored the administrative overhead

rate, representing administrative costs incurred for project services
rendered. This variable was seen as one of the indicators of competitiveness
that the Executive Board had specified at the time of the establishment of

UNOPS. As in previous years, the average overhead rate has remained below

seven per cent (figure 8).

Figure 8. Average overhead rates in per cent

. , .
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13. The financial performance of UNOPS in 1998 again came very close to the

targets that had been set for the year in the 1998 Business Plan. Important

thresholds that were crossed in 1998 for the first time include the $I billion

mark for acquisition, the $700 million mark for delivery, and the I00 per cent

mark for the delivery target. Financial performance relative to the 1998

Business Plan targets is summarized in figure 9.

Self-financing rate

New acquisition

Admln. expend.

Delivery

Income

0 20 40 60 80 100 120 140

Figure 9. 1997 and 1998 performance as a per cent of
Business Plan targets

III. REVIEW OF THE NON-FINANCIAL OBJECTIVES OF THE BUSINESS PLAN

A. Re-tooling key automated systems

14. UNOPS has moved aggressively to implement the activities projected for

1998 in the Business Plan and updated in the 1998 annual report of the

Executive Director. Pursuant to decision 98/16 of the Executive Board, UNOPS

established and filled the post of Chief Information Officer, heading the new

Information Technology/Information Systems Division (IT/IS) and under whose

management all information systems activities are now being carried out.

Activities in 1998 focused on three principal areas, each reported on

separately below.

i. Integrated Management Information System

15. The United Nations IMIS, as modified by UNDP, is the centrepiece of the

near-term UNOPS information strategy. UNOPS has taken an active role in the

joint UNDP/UNFPA/UNOPS IMIS implementation process. A team of implementation

managers, analysts, staff members and consultant/contractors has been put in

place to support the UNOPS implementation of IMIS. The IMIS implementation

process has been of considerable urgency, as the joint strategy called for

replacement of the existing mainframe-based general ledger system with IMIS

Release 3 with effect from fiscal year 1999. Achievements to date include:

(a) UNOPS converted to IMIS Release 2 (Entitlements) on schedule 

August 1998 and without significant disruption to ongoing human resources

activities;

(b) UNOPS participated actively in the definition of the IMIS

Release 3 reference tables in a manner that will permit UNOPS, UNFPA, Trust

Funds, and UNDP (under direct execution modalities) to gather transaction

. ¯ ¯
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detail from country offices that will permit project reporting directly from

data contained within IMIS;
(c) UNOPS assisted in the Release 3 system testing carried out 

UNDP;
(d) UNOPS has contributed to the crosswalk and conversion processes

that will ensure that the 1998 year-ending balances from the mainframe general

ledger map accurately to IMIS 1999 beginning balances, essential for financial

control and audit purposes;
(e) UNOPS played a key role in the coordination and implementation 

IMIS Release 3 training for UNDP, UNFPA, and UNOPS. A training centre was

established on UNOPS project team premises and UNOPS provided an IMIS training

coordinator to oversee planning and scheduling of staff training for all three

organizations. Professionally filmed videos of all training courses have been
made for use in follow-up and in ongoing training activities. UNOPS staff

took full advantage of the training opportunities, with 261 staff members
taking a total of 1,264 formal training courses. UNOPS also organized
division-by-division problem-solving sessions aimed at bringing IMIS out of

the classroom and onto the individual desktop. The UNOPS Help Desk, an 8-

person hotline and an IMIS web site are being set up to support the full
production use of IMIS;

(f) Detailed security profiles have been established for each UNOPS

staff member. User access to IMIS will be based on the association of these

profiles with the training records of each staff member;

(g) Interface teams dealing with the outside-of-IMIS systems,
including the Funds Control System (FCS), Inter-Organization Voucher System

(IOV), and the UNOPS procurement software (Reality) are in place and at 

building the electronic interfaces between these systems and IMIS. All are
scheduled to be completed on or before the middle of 1999;

(h) UNOPS, working with the United Nations IMIS development team, has

put in place a pilot technical platform that may enable UNOPS decentralized

offices to gain on-line access to IMIS. A joint United Nations/UNDP/UNOPS

test plan and security audit will be completed in the second quarter of 1999.

16. Overall, UNOPS has been quite successful in catching up on the IMIS

project without causing notable disruption to ongoing UNOPS work, as evidenced

by the organizational performance documented elsewhere in the present report.

There is still cause for concern, however:
(a) While IMIS Release 3 was originally scheduled to go into

production for 1999 transactions in early January 1999, it is unlikely to be

in full production use in New York before early April. This delay has been

advantageous in that it has allowed for a more thorough conversion process and

additional time for training: however, a considerable backlog of 1999
transactions has been accumulated. The clearing of this transaction backlog

is expected to affect second-quarter delivery activities;

(b) Complete project reporting from IMIS is dependent upon the
successful gathering of data from UNDP country offices although the means for

this to be accomplished are not expected to be complete until the middle of

the year. Consequently, UNOPS expects delayed or incomplete project reporting

during the first half of 1999.

17. In addition to assuming an active role in the IMIS implementation, UNOPS
has also taken part in the IMIS Common Services Working Group, which is

developing a multi-organization approach to long-term IMIS governance.

° . ¯
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2. Y2K

18. While the conversion from the non-Y2K compliant mainframe general ledger

system to IMIS Release 3 deals with the area of greatest vulnerability for
UNOPS, there are numerous concerns still pending with regard both to hardware

platforms, including the desktop, and other software systems. UNOPS has

appointed a Y2K Manager, who is developing and overseeing implementation of a
Y2K strategy that is based on industry guidelines and the suggestions of

various United Nations groups, including the External Auditors and the

Information Systems Coordination Committee (ISCC). Current plans call for
completion of most non-IMIS validation and testing activities by the beginning

of the fourth quarter 1999.

3. IT/IS relocation support

19. By the end of September 1999, UNOPS must be relocated to new office

premises (paragraphs 46-48). IT/IS has been working closely with the office
relocation team to ensure that there are no disruptions in the information

systems area when the relocation takes place. In addition, careful attention

has been given to such issues as electrical wiring, cabling, computer room

design, and connectivity to outside services, including UNDP and Internet
service providers. The intent is to guarantee uninterrupted information

services and to establish a forward-looking technology base that will meet
UNOPS needs for most of the lease period. Various scenarios are currently

being developed and costed that will provide alternatives when deciding

whether to move existing information systems equipment to the new premises or

to upgrade all or part of the platform. Any financial implications of these

activities will be presented in the UNOPS budget submission at the third
regular session of the Executive Board.

4. Other

20. In 1998, UNOPS became a participant in the ISCC, a subsidiary organ of

the Administrative Coordination Committee (ACC).

B. Business development strategy

21. Client diversification continues as the centrepiece of UNOPS business

development strategy and is a key concern of the MCC. Concluding a lengthy

search, UNOPS appointed a Business Development Coordinator who will support
business development and oversee linkage of marketing plans with the UNOPS

Business Plan. As may be noted from the financial performance section of the

present report, UNOPS is making significant gains both in the number of

clients it is serving and in the volume of business represented by these

clients.

22. The Business Plans of each operations division (the basic building

blocks of the overall UNOPS Business Plan) have been the key element in
business diversification thus far. Divisional plans have focused attention on

identifying and developing new business opportunities within the geographical,

thematic, or service orientation of the division. This grass-roots approach

has yielded positive results, notably in areas such as mine action, post-
conflict rehabilitation, and the services-only sector.

23. The services-only sector is an area with further growth opportunities,
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as evinced by a number of UNOPS clients having expressed interest in such
services. An example of this is the African Development Bank, which has

requested a proposal from the UNOPS Abidjan Office for loan supervision

services in West Africa.

24. Another dimension of the UNOPS business development strategy is the

identification of new service offerings, some of which are discussed in

paragraphs 34-37 below.

25. UNOPS will continue to invest in the refinement of its business
development strategy. The MCC has also expressed the opinion that UNOPS must

continue investing in the development of new business. In order to assess the

magnitude and nature of the investments required, a business development audit

will be conducted by the Business Development Coordinator in the second

quarter of 1999. Any significant investment amounts relating to business
development will be included in the budget documents submitted at the third

regular session 1999.

C. Refined fee-setting

26. UNOPS is paid for its services in several ways. Most UNDP-funded

projects are subject to the administrative and operational services (AOS) rate
while other services are compensated on the basis of negotiated fees that are

intended to recover the actual cost of providing the services. The need to

identify true costs is critical to successful diversification since the

pricing of services is a factor not only of competitiveness but also for
ensuring that UNOPS remains economically viable and continues to function in

accordance with the self-financing principle.

27. An added dimension derives from the fact that UNOPS itself contracts for
the provision of various services, including from UNDP country offices and

UNDP and United Nations headquarters. Improved transparency in the

compensation rates for these arrangements will permit UNOPS to evaluate better
whether UNOPS and its clients are receiving value for money.

28. As foreseen in the 1998 Business Plan, a consultant has been contracted
to revise and upgrade the current computer-aided system for workload

assessment and costing. The upgrade will take into account the new working
processes introduced as a result of the internal reform carried out in 1996

and 1997 and will include provisions for determining the cost of

implementation services that may be subcontracted to country offices. It is

expected that pilot testing of the new methodology will be concluded by the
third quarter of 1999.

D. Organizational growth and decentralization strategy

29. Since 1995, the principal mechanism UN0PS has employed to build
consensus on organizational growth and direction strategies for the business

planning process is the annual retreat of senior managers. The 1998 retreat

was originally scheduled for last quarter of the year; however, in order to

meet delivery expectations, particularly in view of disruptions anticipated

for IMIS training, the retreat was rescheduled to March 1999. It was agreed

during that retreat that the growth and organizational development strategy
(including decentralization)would concentrate on five areas:

. ¯ .
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(a) Client diversification;
(b) Assessment and strengthening of corporate competencies;

(c) Management and leadership training for all staff levels;

(d) Regularization of administrative and legislative issues pending

from the establishment of UNOPS; and
(e) Further evolution of organizational structure and behavior.

30. Working groups were established to ensure follow-up on each of the
strategic areas.

E. Staff development and training

31. The Human Resources Management Section, established in June 1997, has

continued in 1998 to restructure its work processes in order better to meet

the demands resulting from an increased business volume and to strengthen

further the concept and implementation of integrated teams. In late 1998, it
was decided to decentralize further the functions relating to the hiring of

international project personnel to offices away from headquarters. On a pilot

basis, the Geneva Office was given authorization to hire international staff

on contracts for activities of limited duration (ALD) . UNOPS anticipates
further decentralization of the recruitment and administration of ALD staff

when a new ALD management information system is implemented in 2000.

32. UNOPS completed a review of guidelines governing the use of contracting

tools such as the special services agreement (SSA) and the reimbursable loan
agreement (RLA), used primarily for procuring international services, as well

as the service contracts, used for the hiring of local project personnel.

Comprehensive revised guidelines for these types of contracts have been

developed and will be implemented in 1999, bearing in mind the primary
objective of achieving value for money in an efficient and expeditious manner.

33. In the area of staff development, UNOPS has continued to pursue the
principle of "upward feedback" by introducing a 360 degree feedback mechanism

as a tool for the further strengthening of the leadership skills of senior
managers. At the same time, through a climate assessment exercise involving

all UNOPS staff, information has been collected on the level and type of staff

development needs, and a working group has been created to formulate a

comprehensive training policy and programme.

IV. UPDATE ON ONGOING MATTERS

A. New service offerinqs

34. In 1998, UNOPS provided management and other support services to the

United Nations Association of the USA (UNA-USA) for its "Adopt-A-Mine-Field"

activity. This was done through the first MSA signed by UNDP and a non-

governmental organization (NGO) under financial regulations and rules

applicable to both UNDP and UNOPS. UNA-USA promotes programmes funded by
private donors to clear plots identified in mine action projects and

programmes sponsored by the United Nations, UNDP or the host government. The

UNOPS Mine Action Unit provides all information required for project selection
and implements the demining activities in accordance with internationally

agreed-on standards. This first-time activity with an NGO sets a unique

precedent for passing on individual contributions of corporate and private

...
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donors to United Nations bodies for the implementation of important project

activities.

35. UNOPS was also requested by the United Nations Mine Action Service

(UNMAS) of the Department of Peacekeeping Operations to provide publishing and

printing services for its public information programme. While small in value,

this operation is significant in that it draws upon UNOPS internal support
units to provide services responding to new demands of UNOPS clients.

36. In another example illustrating the potential of internal UNOPS service

units to meet client needs, UNOPS has increasingly been requested to provide

substantial administrative services in the area of international personnel.

These requests are significant in that they represent a stand-alone activity,
rather than a component of a project or programme managed by UNOPS. Much of

the UNOPS expertise in this area is, however, concentrated in the

headquarters-based Human Resources Management Section. UNOPS hopes to
conclude agreements that will use the expertise from this internal service

unit to meet client needs in a manner more akin to a traditional operations

unit.

37. UNOPS developed a new service modality referred to as reimbursable

services agreements (RSAs). Under the RSA, UNOPS services are provided from

the UNOPS administrative budget, for which it is reimbursed prior to actual
expenditure in accordance with a schedule of payments agreed with the

requesting government. UNOPS does not receive or manage the financial

resources involved but rather provides service inputs on a reimbursable basis.

For example, UNOPS entered into an RSA under its regulation s and rules to
provide financial monitoring services to one Government to support utilization

of financing made available by another Government. This innovation in

providing reimbursable services is intended to help UNOPS to provide flexible

responses to emerging development needs.

B. Procurement of goods and services

38. In its debate on the UNOPS annual report for 1997 (DP/1998/24), members

of the Executive Board requested the Executive Director to report on salient
trends in the procurement of goods and services. The present section responds

to that request.

39. A breakdown of 1998 implementation from the project portfolio is

provided in figure I0 on the following page. As will be noted, project
personnel, services and works, and goods and equipment each represent

approximately 30 per cent of delivery.

40. UNOPS recruited 6,331 experts, consultants and national professionals in

1998. The share of project personnel from developing countries has continued

to rise (figure II on the following page). The share of female project

personnel increased from 12.4 per cent in 1997 to 18.4 per cent in 1998.

During the reporting period, national professionals made up 55 per cent of
project personnel recruited.

41. In the area of contracts for services and works, the options for

awarding contracts are contractors of developing countries, of donor countries

and in particular of underutilized major donor countries (UMDCs), NGOs, and
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Figure 10. UNOPS project portfolio delivery by component
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Figure 11. Share of UNOPS project personnel recruited from
developing countries (in per cent)

international institutions. As shown in figure 12 on the following page, the
shares of these groups have shifted from 1997 to 1998 as follows: UMDCs have

maintained a low share of slightly over 4 per cent; international institutions

improved theirs from 8 per cent to 9 per cent; contractors from donor

countries in general registered a reduction from 30 per cent to 16 per cent;

the share of NGOs rose from 19 per cent to 24 per cent; and contractors from
developing countries improved their share from 36 per cent to 47 per cent.

42. Work carried out by the UNOPS Training and Transfer of Knowledge Through

Expatriate Nationals (TOKTEN) Services Section has seen a dramatic increase.
The Section provided training services to more than 15,000 individuals in

1998, up from less than 5,000 in the previous year (figure 13 on the following
page). The number of female trainees also rose to over 6,000 in 1998, or 44

per cent of the trainees administered from headquarters. With 95 per cent,

trainees from the Africa region held a preponderant share in training.

. . .
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43. UNOPS purchases of goods and equipment totaled $163 million in 1998.

Inthis area, three categories of countries are kept under periodic review:

Figure 12. Shares in contracts awarded by UNOPS in 1998
(in per cent)
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Figure ~.3. UNOPS trainees administered from headquarters

developing countries, UMDCs, and other donor countries. Their shares in goods

and equipment purchased in 1998 are shown in figure 14 on the following page.

44. In contrast with the other procurement sectors, total international

goods and equipment procurement dropped below 1996 levels with a smaller share

going to developing countries. In this regard, there are several factors that
are worthy of note:

(a) A growing amount of goods procurement that was previously carried

out by UNOPS is now taking place through locally executed projects, and as

such does not enter into the UNOPS project portfolio. The decrease in total

UNOPS goods procurement and in developing country share of total procurement

. ¯ ¯



DP/1999/22
English
Page 16

n Developing counMes
¯ UMDGs
[] Other donor countries

1995 1996 1997 1998

Figure 14. 1998 procurement of goods and equipment by
country groups (in million of dollars)

is related to this trend;
(b) The goods procurement that is coming to UNOPS is increasingly of 

highly technical or complex nature, for instance in the area of ozone-

depleting replacement equipment, which is the commodity type showing the
largest increase in 1998;

(c) While the donor country overall share has remained stable, a much
more diverse and growing number of other donor countries are involved in that

share than has traditionally been the case, moving from 0.3 per cent of all
procurement in 1997 to 17.1 per cent of total procurement in 1998.

45. UNOPS is demand-driven and is committed to value-for-money procurement;

it consequently has limited influence over the country distribution of

selected vendors. That notwithstanding, UNOPS will continue in its efforts to

broaden the base of participation in its procurement activities. In this
regard, some useful suggestions have been put forward in a recent report of

the Joint Inspection Unit on UNOPS, circulated to the Executive Board for its

consideration of document DP/1999/25. UNOPS takes this challenge seriously

and will continue applying its ability to innovate in this direction.

C. Update on the headquarters relocation project

46. As previously reported to the Executive Board, UNOPS must relocate to

new office space prior to October 1999. The unexpected relocation is taking

place in an especially tight real estate market, with escalating rent levels

and conditions generally favouring landlords in the negotiation of lease

terms. The UNOPS response to this challenge has been conditioned by three
basic considerations: the application of UNOPS project management expertise to

its own relocation; the obtainment of best value in the current market; and

concluding the process on schedule. Achievements to date include:
(a) The Relocation Project Team has been assembled, headed by the

former chief of the Division for Procurement Projects. The Relocation Project

Team established a timetable of key actions and identified through competitive

processes the specialized expertise it would require for each step;

(b) With the assistance of a tenant broker, UNOPS conducted a thorough
review to identify all relevant available commercial office spaces in the

. 0 .
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United Nations catchment area. More distant possible sites were also

considered to determine whether economic and design advantages might outweigh

the loss of proximity, which, however, was not the case;
(c) Negotiations were undertaken with regard to six relevant sites.

Comparative evaluation of the financial and non-financial aspects of each of
them resulted in the identification of a preferred site providing the best

value for UNOPS. That site - the Chrysler Building - is the only one able to

accommodate UNOPS on two floors. Three of the other sites have since been

leased to other tenants; only the two least desirable sites remain on the

market;

(d) A lease has been signed for 53,500 carpetable square feet 
76,000 rentable square feet. UNOPS has obtained favorable financial and other

conditions for the current market, including landlord acceptance of
requirements that are specific to United Nations agencies. UNOPS was assisted

in the lease negotiations by the United Nations Office of Legal Affairs and

specialized outside real estate counsel;

(e) UNOPS will design and construct the new space so as to provide 
office environment in its new location that will, at the same time, support

its work processes, project its forward-looking, business-like image,

facilitate future adjustments as requirements change, and provide a healthy

work environment with the best air circulation and access to daylight for all
staff. The UNOPS architect has developed detailed design options based on

extensive internal discussion. A supplier of furniture systems has been

selected through a ~best-value" competitive procurement exercise, resulting in

both high quality and relatively low cost for UNOPS.

47. UNOPS has competitively obtained quality expertise in engineering,

construction management and other specialties. UNOPS expects to relocate on
time and within budget. The Relocation Team has and will continue to manage

the project to seek financial savings without loss of value to UNOPS.

48. The successful application of the UNOPS project management expertise to

its own relocation demonstrates the strength of its general approach: internal
management expertise, utilizing quality specialized expertise obtained

competitively on the market, with the participation of the parties to be

affected by the actions under consideration.

D. Decentralization

49. As planned, the UNOPS Abidjan Office was officially opened in January

1998. This Office is handling the services-only portfolio for West African

countries and has also begun implementation of activities being transferred to
it from the project portfolio heretofore managed by the Africa Division in New

York. Based on delivery from its own portfolio and from those projects being

transferred to it, the Abidjan Office was self-financing in its first year of

operation, having reached a level of project delivery of $14 million, and
producing an income from services-only and project delivery of $2 million.

50. Subsequent to authorization by the MCC, negotiations took place in 1998
with the International Fund for Agricultural Development (IFAD) and the Food

and Agriculture Organization of the United Nations (FAO) with a view 

establishing a UNOPS office in Rome. Agreement was reached with FAO for

locating the office in FAO headquarters and the formal Memorandum of

Understanding was signed with FAO in January 1999. The purpose of this
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agreement is to strengthen collaboration between FAO and UNOPS by

consultation, coordination of efforts, mutual assistance and joint actions in
fields of common interest. The UNOPS Rome Office is expected to provide loan

administration services for the services- only portfolio on a world-wide

basis. In 1999, project supervision for the services-only portfolio in the
North Africa and Near East region will also be shifted to the Rome Office.

E. First resident representatives meetinq

51. In October 1998, the UNOPS Asia Office organized its first workshop of

UNDP resident representatives in their capacity as Representatives of UNOPS.

The workshop was attended by resident representatives of the Asia and the

Pacific region and the Assistant Administrator and Regional Director of
UNDP/Asia and Pacific. At the end of the two-day sessions, participants

agreed on the opportunity to further cooperation between UNDP and UNOPS in the

region in the context of the following mission statement: "To build a
strategic alliance to provide the best sustainable human development services

to a country from conception to delivery, based on the comparative advantage

of each partner, taking into account efficiency, effectiveness and relevance".

Participants also identified a number of concrete issues that they encountered
in day-to-day interaction between the two organizations, many of which have

since been resolved. In light of the success achieved with the first

workshop, UNOPS intends to replicate the positive experience in other regions.

V. HURDLES

52. While implementation of the 1998 Business Plan was largely successful,

there are a number of areas where progress was slow or where unexpected
difficulties were encountered.

A. Unfinished business relating to the UNOPS transition

53. When UNOPS was established on 1 January 1995, it carried with it a large

backlog of tasks required to operationalize fully the transition from an
organizational unit of UNDP to its new status as a separate entity. One third

of the first UNOPS Business Plan was in fact devoted to these transitional

tasks, some of which were simple and some of which were complex. Step by
step, the new organization has successfully accomplished these tasks,

including such important ones as concluding a Letter of Understanding with
UNDP, the construction of a dedicated procurement regime, and the

establishment of a comprehensive approach to risk management. Two key areas

of unfinished business remain: the finalization of the UNOPS Financial Rules,
and the delegation of authority in personnel matters. On both of these

crucial topics, UNOPS has deemed it prudent to build a base of experience
before defining a plan of action.

54. With regard to the Financial Rules, the Executive Board may recall that

UNOPS has chosen to employ the UNDP Financial Rules, mutatis mutandis, until

such time as the UNDP Financial Regulations, to which UNOPS Financial

Regulations are an annex, are themselves updated. UNOPS continues to be able

to work within this arrangement and proposes no changes at this time.

55. With regard to the delegation of authority in personnel matters, UNOPS
is now delivering one third of its project portfolio ($168 million in 1998) 
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the procurement of services from experts, consultants and national
professionals. To meet the quality and quantity demands of a business segment

of this size, UNOPS has also reorganized and professionalized its human
resources functions around the Human Resources Management Section. UNOPS

realizes that the principal challenge in its provision of personnel-related

services lies in its ability to respond promptly and efficiently to clients’

needs. To do so, UNOPS must be able to develop and apply, within the overall

parameters of the United Nations common system, innovative contracting tools
suited to UNOPS requirements. In that connection, in order to regularize

operating procedures in the personnel area based on four years of experience,

UNOPS has concluded that it is time to implement Executive Board decision

94/32 of i0 October 1994, which provides for a broad delegation of authority

in personnel matters to be issued by the Secretary-General to the Executive
Director.

56. The delegation would formalize those functions already being carried out

by UNOPS, including the authority to appoint and promote staff members and to
terminate their contracts; to determine the entitlements of staff members to

allowances and benefits; to impose disciplinary measures on matters relating

to the conduct of UNOPS business; to review administrative decisions; and, as
appropriate, to approve exceptions to the staff rules. In order to enable
UNOPS to provide a full range of project services, including in the area of

personnel, the delegation must include formal authority for UNOPS to issue
letters of appointment for its staff members. This will allow UNOPS to

provide personnel-related services of a quality similar to those it already

provides when contracting with companies, for which the dedicated UNOPS
procurement regime has proven its value.

B. Competitive bidding

57. In 1998, the UNOPS portfolio of management services projects in support

of the loans of international financial institutions (IFIs) was $122 million.
A decision by IFIs either to continue engaging United Nations specialized

agencies as sole source providers of MSAs or to open this process to
competitive bidding could have a significant impact on the ability of UNOPS to

make further inroads into this market segment.

58. UNOPS has in several instances responded to bidding requests from

governments. Bidding can be advantageous to a government in that it allows for

a comparison of services, costs and benefits. For UNOPS, it requires managers
to make a more detailed advance analysis of what needs to be done for the

government.

59. UNOPS participated in one such World Bank bidding exercise in 1998. In

order for UNOPS to maintain its search for alternative markets, it will

continue to respond selectively to government requests that UNOPS participate
in bidding exercises. UNOPS is aware that there are costs associated with

bidding processes, both for those that succeed and those that do not.

Consequently, UNOPS views this as an area of investigation that will be used

selectively in circumstances where UNOPS determines that it has a strong

comparative advantage and where the probability of success is high and/or when

the bidding costs are low.
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C. Financial arrangements with the United Nations Secretariat

60. The continued absence of standard modalities for transferring funds from

the United Nations Secretariat to UNOPS for the execution of activities

entrusted to UNOPS remains an obstacle to continued diversification. The
mechanisms that would allow for the timely transfer of funds remain as

originally proposed to the United Nations Secretariat, after review in the

MCC, but progress continues to be made only on a case-by-case basis.

D. Agreements with UNDP

61. Progress in 1998 towards transparency in the definition and costing of

administrative services obtained by UNOPS from "/NDP was slow, in part owing to

the preoccupation of key staff members in both organizations with the IMIS
implementation. In any event, the shared use of IMIS is expected to have a

direct impact on the type and cost of administrative services provided and

will in and of itself stimulate renewed interest in the review.

VI. INTERNAL OVERSIGHT

62. UNOPS continues the practice established in the annual report of the
Executive Director for 1997 of including a report on internal audit and

oversight activities (DP/1999/22/Add.2). This report is in response to the
request of the Executive Board at its second regular session of 1996 (see

document E/1996/33, part two, page 109, paragraph 255) and includes

information previously contained in the annual report of the Administrator to

the Executive Board.

VII. AFTERWORD

63. In only four years, UNOPS has developed tools and business practices

that have enabled it to live up to the goals established by the Executive
Board at the time of its creation. It has proven that an entirely self-

financing organization can survive and grow within the framework of the United
Nations, without benefit of a captive market or of subventions. Attitudes of

skepticism and reserve among other organizations of the United Nations system

are gradually yielding to recognition and respect. In the 1998 version of the

book "Basic Facts About the United Nations", published by the United Nations
Department of Public Information, UNOPS is introduced to the public as a

member of the "United Nations family of organizations" and is included as one

of the principal bodies of the United Nations.

64. In his 1998 annual report to the General Assembly, the Secretary-General
included a section dedicated to UNOPS with the heading "Project Services". His

report states that "UNOPS functions like a business, yet in its operations it

fully respects the values embodied in the Charter of the United Nations. It is
now an important means for outsourcing inside the United Nations system".

This highlights the potential gains that organizations of the United Nations
system can obtain by outsourcing to a general contractor from within the

United Nations system that has developed the capacity to bring the methods of

the private sector to the pursuit of the goals of the United Nations system.
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VIII. EXECUTIVE BOARD ACTION

65. The Executive Board may wish to:

(a) Take note of the report of the Executive Director of the United
Nations Office for Project Services (DP/1999/22), further noting that the

Office continues to operate successfully in accordance with the self-financing

principle;

(b) Endorse the issuance by the Secretary-General of a broad

delegation of authority in the area of personnel, in accordance with Executive

Board decision 94/32 of 10 October 1994, including the authority for UNOPS to

issue letters of appointment.




