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United Nations Office for Project Services
Report of the Advisory Committee on Administrative and Budgetary Questions
I. Introduction
1. The Advisory Committee on Administrative and Budgetary Questions has considered, in advance form, the reports of the Executive Director on: (a) the Financial Regulations and Rules of UNOPS (DP/2009/4) and (b) comprehensive post classification at UNOPS and proposals concerning implementation of the recommendations (DP/2009/7). The Committee also had before it the report of the Board of Auditors on the financial statements of the United Nations Office for Project Services (UNOPS) for the biennium ended 31 December 2007 (A/63/5/Add.10) as well as the report of the Executive Director on the implementation of the recommendations of the Board of Auditors on the financial statements of UNOPS for the biennium ended 31 December 2007 (DP/2009/6), which contains the responses of UNOPS to the Board’s recommendations. The Committee’s observations and recommendations concerning the Board’s report on UNOPS are contained in its report to the General Assembly, in document A/63/474. 
2. During its consideration of the reports, the Advisory Committee met with the Deputy Executive Director of UNOPS, who provided additional information and clarification.
II. Revised Financial Regulations and Rules of UNOPS 

Background and context
3. The report of the Executive Director (DP/2009/4) is submitted pursuant to Executive Board decision 2008/35 of 12 September 2008, in which the Board requested UNOPS to submit, for approval at the first regular session in 2009, a comprehensively revised set of UNOPS financial regulations and rules, taking into account the changes in the governance structure of UNOPS, as well as the specifics of the UNOPS business model. In that decision, the Executive Board also took note of the report on the governance structure of the United Nations Office for Project Services (DP/2008/52) and approved the amended role and function of the Management Coordination Committee (MCC), to be renamed the Policy Advisory Committee (PAC), as outlined in DP/2008/52. 
4. In this connection, the Committee notes that, in a letter dated 8 August 2008 addressed to the Chief of Staff, Office of the Administrator, UNDP, the Chef de Cabinet, Executive Office of the Secretary-General (EOSG), indicated that the proposed amendments to the governance structure of UNOPS met the approval of the Secretary-General and should be presented for the consideration of the Executive Board. The Chef de Cabinet also indicated that the proposed amendments to human resources policies, procedures and delegations of authority were to be elaborated in consultation with the Office of Human Resources Management and should be subsequently submitted for the Secretary-General’s approval. In that letter, the Chef the Cabinet (EOSG) also noted that: 

a) The Management Coordination Committee would be renamed as the Policy Advisory Committee and that its composition and terms of reference would be amended to reflect an advisory and policy guidance role, ensuring that UNOPS mandate and work are coordinated with the work of other United Nations entities to ensure complementarity and avoid overlap; 
b) Concerning the proposal for vesting responsibility for the use of the financial and other resources of UNOPS with the Executive Director of UNOPS, it is stated in the letter that the Financial Regulations and Rules would have to be amended to indicate that the Executive Director of UNOPS would be accountable for UNOPS activities directly to the Executive Board, rather than through the Management Coordination Committee, as well as to the Secretary-General; 
c) The new governance structure would require a delegation of authority directly from the Secretary-General to the Executive Director of UNOPS, for personnel matters, rather than through the Administrator of UNDP; 
d) The accountability framework of UNOPS had been strengthened with the establishment of an Internal Audit Office and a Strategy and Audit Advisory Committee; 
e) The Board of Auditors indicated progress had been achieved in strengthening internal controls.

5. The Committee notes from the report of the Board of Auditors that the fragile financial situation of UNOPS improved during the biennium 2006-2007, with an excess of income over expenditure of $36.3 million, as compared to an excess of $2.7 million in the preceding biennium. In its report on UNOPS for the biennium ended 31 December 2007 (A/63/5/Add.10), the Board has, issued an unqualified opinion with three emphases of matter, on the financial statements of UNOPS. The Board notes that UNOPS submitted its financial statements for the current biennium on time and has made good progress in improving its level of reserves and addressing various weaknesses in its internal control, accounting and imprest functions. While the Committee notes this encouraging trend, it points out that there remain weaknesses and shortcomings in a number of areas such as inter-fund accounts, asset management and project controls. The Committee also notes that the Board has issued a considerable number of recommendations on financial and management matters, as summarized in paragraph 9 of its report. The Committee emphasizes the need for full and expeditious implementation of all the recommendations of the Board and recommends that the Executive Board closely monitor progress in this regard. 
6. The Committee was informed that an umbrella Memorandum of Understanding, providing the operational framework governing the working arrangements between the United Nations and UNOPS was signed on 25 June 2008 and that these working arrangements are continuously evaluated in light of progress made to further improve management practices and internal controls at UNOPS.
7. A brief history of the United Nations Office for Project Services is provided in the Executive Director’s financial report for the biennium ended 31 December 2007 (see A/63/5/Add.10, chap. I, paras. 2 to 5). The Committee notes that by its decision 48/501 of 19 September 1994, the General Assembly endorsed UNDP Executive Board decision 94/12 of 19 June 1994 and decided that the United Nations Office for Project Services should become a separate and identifiable entity in a form that did not create a new agency. Subsequently, as authorized by the Executive Board in its decision 94/32 of 10 October 1994, UNOPS became operational as a separate, identifiable and self-financing entity within the United Nations development system on 1 January 1995.
Revised Financial Regulations and Rules 

8. During its consideration of the Executive Director’s report on the Financial Regulations and Rules of UNOPS (DP/2009/4), the Committee also had before it an advance copy of the annexes to the report containing: (a) the text of the proposed financial regulations and rules (annex 1); (b) a synopsis of proposed changes (annex 2) and (c) a comparison between the structure of the current UNOPS Financial Regulations/UNDP Financial Rules UNDP Financial Rules and the proposed UNOPS Financial Regulations and Rules of November 2008 (annex 3). As noted in the report (see the section entitled “Elements of a decision”), the Executive Director is requesting the Executive Board to, inter alia, take note of the need to amend the UNOPS Financial Regulations and Rules to address the unique business realities faced by the organization and facilitate the implementation of the International Public Service Accounting Standards (IPSAS), as well as to accept the proposed revised Financial Regulations and Rules to take effect on 1 February 2009. Upon enquiry, the Committee was informed that this represented the earliest possible date for the implementation of proposed revised Financial Regulations and Rules, subject to a favorable decision in this regard by the Executive Board at its first regular session of 2009. In the meantime, the Committee notes that the existing Financial Regulations and Rules do not reflect the current governance structure that was modified in September 2008. 
9. From paragraphs 9 to 11 of the Executive Director’s report, the Committee notes that the current UNOPS Financial Regulations and Rules are those in use by UNDP in 1995, when UNOPS was established. They have applied to UNOPS, mutatis mutandis, since 1995 and have not been amended in the intervening period. From the synopsis of proposed changes, the Committee notes that the proposed Financial Regulations and Rules draw upon the 2005 UNDP Financial Regulations and Rules and on the draft United Nations Financial Regulations and Rules of July 2008 (annex 2, para. 2). It is indicated in paragraph 11 of the Executive Director’s report that the revisions proposed serve to harmonize the Financial Rules and Regulations of UNOPS with those of other United Nations organizations to the greatest extent possible. In this connection, the Committee was informed that UNOPS keeps abreast of the activities of the working group of the Finance Network of the High Level Committee on Management (HLCM) of the Chief Executives Board (CEB), for the harmonization of the Financial Regulations and Rules for the United Nations system.
10. In this connection, the Committee was informed that draft harmonized Financial Regulations for the United Nations system had been submitted to OLA for review. The underlying Financial Rules to be incorporated into the Financial Regulations are under preparation and discussions among the participating Organisations of the working group (UN Secretariat, UNDP, UNICEF, UNFPA and WFP) are underway, with the active participation of OLA. The draft Financial Regulations and Rules will be reviewed by the Controllers of the participating organizations during the first months of 2009, and will be presented subsequently to the governing bodies of the various organizations. The Advisory Committee understands that it is the intention of the United Nations Secretariat that the Committee will be consulted in the process leading to the formal approval and adoption of the harmonized Financial Regulations and Rules during 2009.

11. As indicated in the synopsis contained in annex 2 of the Executive Director’s report (para.1), the proposed comprehensive revision of the Financial Regulations and Rules contains both structural and substantive changes. The former changes include the shift of the article on definitions to the front of the Financial Regulations and Rules, along with a considerable expansion of the number of definitions and a rearrangement in the numbering and presentation of a number of articles, as shown in annex 3 to the Executive Director’s report. The key substantive changes, which are outlined in paragraph 11 of annex 2, include changes that are designed to meet the demands of updated business processes and changes in the organizational structure; incorporate past decisions of the Executive Board, such as decision 2008/35 of 12 September 2008 on the new governance structure (see para 3 above); and address new policies for which the Executive Director is seeking the endorsement of the Board (annex 2 para. 6). 
12. Upon enquiry, the Committee was informed that the proposed revised Financial Regulations and Rules had not been reviewed by the Office of Legal Affairs (OLA) or submitted for the consideration of the Controller of the United Nations. The Committee believes that expert legal and financial scrutiny of the proposed revised Regulations and Rules is required in order to provide the necessary assurances that the Organization is not exposing itself to risks, liabilities and/or legal complications. It therefore recommends that the Executive Director be requested to provide such assurances to the Executive Board.
Management comments: The Executive Director affirms to the Executive Board that the proposed FRRs would vastly surpass existing FRRs (dating back to 1995) in mitigating the exposure of UNOPS to potential risks and liabilities. It is for this reason that two new articles specifically address risk management and internal control (articles 4 and 5 respectively). Internal controls are strengthened throughout the new FRRs. Additionally, the Executive Director respectfully points out that, like UNDP and UNFPA, UNOPS is not obligated to seek review by UNOLA or the UN Controller of proposed changes to FRRs. By way of example, in its report submitted to the second regular session of the Executive Report in 2008, the ACABQ made the following comment regarding UNDP’s request to amend its FRRs with respect to ex-gratia payments: “16.       In addition, UNDP proposed to amend its financial rule 123.01 (a), to replace the 'United Nations Office of Legal Affairs' with the 'United Nations Development Programme Legal Support Office', in order to reflect the establishment of the UNDP Legal Support Office in 2000. Upon enquiry, the Advisory Committee was informed that UNDP Legal Support Office consults with the United Nations Office of Legal Affairs as needed. While the Committee has no objection to the proposal, which is in line with development in this area, it emphasizes the role of the Office of Legal Affairs as the central legal service of the United Nations”. In other words, the UNDP Administrator or the UNOPS Executive Director may consult UNOLA, but there is no obligation on their part to do so.
13. The Committee considers that its review of the Financial Regulations and Rules would have been facilitated by the provision of a clear identification of the proposed changes, accompanied by precise and succinct explanations indicating the reasons for the proposed changes - whether the changes reflect updated business processes or changes in the organizational structure, past decisions of the Executive Board, or new policies requiring the endorsement of the Executive Board - along with the revisions, additions and deletions of text proposed in the revised Financial Regulations and Rules. The Committee recommends that such information be provided to the Executive Board at the time of its consideration of the proposed revised Financial Regulations and Rules. The Committee could not undertake a line by line review of the proposed revised Financial Regulations and Rules; instead it has confined its comments mostly to observations of a general nature and has highlighted some specific issues which should be taken into account.
Management comments: The Executive Director respectfully submits that as much as he would like to comply with this suggestion, which would be reasonable under normal circumstances, it is impossible to provide this type of comparison on this occasion. This is because while the proposed UNOPS FRRs bear some resemblance to both 1995 UNOPS FRRs and 2005 UNDP FRRs, the scope of differences is enormous: the present UNOPS proposal largely relies on IPSAS methodology and language which differs from the UNSAS terminology used in earlier FRR texts; UNOPS has used job titles and naming conventions (for business units, etc.) which apply to UNOPS but not to UNDP; and UNOPS has made a major effort to standardize all definitions and apply them consistently throughout the document. These factors mean that even where the substance of proposed rules do not alter corresponding, existing rules, the language used is somewhat or considerably different and/or found in different portions of the document. In addition, UNOPS added certain UNOPS-specific rules and removed those which are only relevant for UNDP. Nevertheless, an overview of all the changes is provided in annexes 2 and 3 to DP/2009/4.
Article 1 - Definitions
14. The Committee notes that revised UNOPS draft includes some 210 key definitions, as compared to 19 in the 1995 UNOPS Financial Regulations and Rules and 50 in the UNDP Financial Regulations and Rules, 2005. It is indicated that relevant terminology from the IPSAS framework has also been incorporated in the proposed Financial Regulations and Rules and the definitions are harmonized with those used by UNDP and by the draft United Nations Proposed Financial Regulations and Rules of July 2008, to the extent possible (annex 2, para. 11a). Upon enquiry, the Committee was provided an annotated list of definitions showing their respective sources, which include IPSAS, UNOPS and UNDP 2005 Financial Regulations and Rules, as well as a number of adaptations from business dictionaries. 
15. The Committee recognizes that the specificities of some aspects of the business model of UNOPS might require a set of additional terms not applicable in other entities. Nonetheless, it believes that a standard nomenclature of budgetary and financial terms should be followed throughout the United Nations system, including IPSAS related terms. Accordingly, the Committee recommends that UNOPS keep this matter under review, and align the relevant terminology and definitions to those of the harmonized Financial Regulations and Rules for the United Nations System, once they become available. Any deviations or extensions to the terminology of the United Nations system, required to address the specificities of UNOPS, should be clearly identified and explained under article 1 of UNOPS Financial Regulations and Rules. In this connection, the Committee draws the attention of the Executive Board to its report (A/63/496, para. 6) on the Secretary-General’s first progress report on the adoption of IPSAS by the United Nations System (A/62/806). In that report, the Committee had noted the Secretary-General’s intention to submit to the General Assembly in 2009, a set of revised, harmonized Financial Regulations and Rules for the United Nations system reflecting the changes required for the adoption of IPSAS (see also para 10 to 12 above).
Regulation 2.04

16. The Committee is of the view that Regulation 2.04 regarding the “official language for the purpose of these Regulations and Rules” is not necessary and recommends that it be removed from the proposed revised Financial Regulations and Rules of UNOPS.
Management comments: The Executive Director agrees with this recommendation.
Regulations 3.02 (a), 3.02 (b) and 3.02 (c)

17. Regulations 3.02 (a) and 3.02 (b) stipulate that the Executive Director may issue or amend the Financial Rules and “shall circulate such amendments to the members of the Executive Board for information at least 30 days before they become effective”. The Committee is of the view that the Executive Board should be consulted, rather than simply informed of such amendments or new issuances. In regulation 3.02(c), the Executive Director would be authorized, should he deem it necessary, to “suspend the application of any of these Financial Rules” and to “circulate suspensions of these Rules to the Members of the Executive Board for information as soon as they become effective". The Committee questions the rationale for these proposals and considers that they may result in an indirect suspension of the relevant regulations by the Executive Director, thereby impacting the role of the Executive Board, which, as stated in Regulation 2.02, is the sole entity authorized to make amendments and exceptions to the Financial Regulations. The Committee therefore recommends that Regulations 3.20 (a), 3.02 (b) and 3.02(c) be amended to provide that the Executive Director “submit” amendments or suspensions to the Financial Rules to the Executive Board for its “consideration” rather than “circulate” them to the Executive Board for “information” only.
Management comments: The Executive Director respectfully points out that the wording in the proposed UNOPS Regulations 3.02 (a), 3.02 (b) and 3.02 (c) is virtually identical to the corresponding text in the approved UNDP FRRs (please see Regulations 2.02 (a), 2.02 (b) and 2.02 (c) respectively). It is well-established practice that any Regulation can only be changed by the Executive Board as opposed to Rules which can be amended by the Executive Head of the organization and a notice to that effect should be sent to the oversight body within 30 days.
Regulation 3.05

18. Regulation 3.05 would grant the Executive Director the authority to delegate to personnel any powers or responsibilities under the Financial Regulations and/or Rules, including power to further delegate. Rule 103.01 further stipulates that a record of all such delegations shall be maintained by the UNOPS general/legal counsel. The Committee is of the view that the Executive Director should account for the flexibility granted to him in this regard, and be required to submit an annual report to the Executive Board on the exercise of this authority. The Committee recommends that such a report include, among other things, information on the measures put into place to ensure adequate monitoring of delegation of authority.
Management comments: The proposed text of the Regulation 3.05 largely draws on UNDP’s Rule 102.01 (a) which says: “Powers and responsibilities delegated by the Administrator to other UNDP staff shall follow these Rules. A record of such delegations shall be maintained by the Assistant Administrator, Bureau of Management”. The Executive Director respectfully suggests that the Executive Board not amend the long-standing principle of delegation of authority to Heads of Organizations without engaging in ongoing monitoring of each delegation and sub-delegation of authority. Such reviews are routinely performed by UNBOA.
Rule 103.05

19. Rule 103.05 refers to the flexibility granted to the Executive Director for the establishment of policies and procedures regulating performance management of personnel, relevant rewards and sanctions, including those of a monetary nature, and compensation schemes based on the concept of broadbanding. Upon enquiry, the Committee was informed that any policies and procedures established by the Executive Director, including those related to broadbanding, would be in full compliance with the rules of the common system governed by the International Civil Service Commission (ICSC). Therefore, the Committee expects that any new proposals in this regard will be developed within the framework of the common system. 
Management comments: The Executive Director reconfirms intention to remain within the UN common system as regards salaries and allowances. Any related UNOPS policies will be subject to required consultations and considerations.
Rule 104.03

20. The Committee recommends that Rule 104.03 be amended to include an explicit reference to the independence of the strategy and audit advisory committee, which is to be established “with a view to, inter alia, advise the Executive Director on any significant risk management issues” 
Management comments: The UNOPS accountability framework, as endorsed by the Executive Board at the second regular session in 2008, already states in para 5 that: “UNOPS established the independent Strategy and Audit Advisory Committee…”. This said, should the Executive Board desire the reference to independence of the SAAC be repeated in the FRRs, the Executive Director would have no objection.
Regulation 6.01(c)
21. Regulation 6.01(c) concerns the authority of the Executive Board to “make recommendations to the General Assembly as to which external entity shall act as the appointed auditor of UNOPS accounts”. The Committee stresses that all matters concerning the appointment of the external auditor fall within the sole purview of the General Assembly and recommends that this regulation be removed from the proposed revised Financial Regulations and Rules of UNOPS. 
Management comments: The Executive Director respectfully points out that Regulation 6.01 (c) is merely an enabling provision for the Executive Board to “…from time to time, make recommendations to the General Assembly…” on this issue. This in no way encroaches upon the authority of the GA which obviously retains the right to reject any and all recommendations of the Executive Board. Additionally, the Executive Board has no obligation under the proposed FRRs to make any such recommendations to the GA at any point in the future.
Regulation 18.03 

22. Regulation 18.03 sets out the principles for inviting competitive tenders “by distribution of formal invitations to bid, or requests for proposals through advertisements or direct solicitation of invited contractors, except where the Executive Director determines that a departure from this principle is in the best interests of UNOPS”. The Committee is of the view that it is up to the Executive Board to authorize any departure from the principles governing procurement activities and recommends that this Regulation be revised accordingly.
Management comments: The Executive Director respectfully submits that the proposed text is a standard provision contained in the procurement rules of all UN entities. Additionally, Rule 118.05 clearly spells out the exceptional circumstances under which procurement contracts may be awarded “…on the basis of exceptions to the use of formal methods of solicitation”.
Rule 118.02 

23. According to the terms of the procurement modalities outlined under rule 118.02 (f), UNOPS may be authorized to participate in competitive selection processes, such as tenders. UNOPS could therefore be competing with the private sector in offering its services to Governments. The Committee is of the opinion that this is a policy question for the consideration of the Executive Board. 
Management comments: The Executive Director respectfully points out that the practice described in this Rule is by no means new to UNOPS and has existed since the creation of UNOPS in 1995. Furthermore, UNOPS does not compete with local private sector entities and only in exceptional cases (for instance, following a direct request of the beneficiary Government) would UNOPS bid with “international” private sector companies.
Regulation 22.02

24. Under the terms of Regulation 22.02, the decision to draw from the operational reserve “shall rest solely with the Executive Director who will report all drawdowns to the Executive Board whenever, in the opinion of the Executive Director, the situation so merits”. The Committee considers the degree of flexibility granted to the Executive Director under this provision to be unwarranted. It therefore recommends that the text be amended as follows: “The decision to draw from the operational reserve shall rest with the Executive Director who will report all drawdowns to the Executive Board”.
Management comments: This suggestion is more restrictive than the corresponding text in UNDP’s Regulation 25.05 (a) which says “The decision to make a drawdown from the Operational Reserve shall rest solely with the Administrator who will report all drawdowns to the Executive Board at its next regular session, and between sessions, to the members of the Executive Board as may be prescribed by the Board or whenever, in the opinion of the Administrator, the situation so merits”. The Executive Director respectfully suggests retaining the established UNDP standard.
Rules 122.17, 122.19, 122.20, and 122.22

25. Rules 122.17 and 122.19, dealing with petty cash accounts and cash disbursement provide that “Exceptions to this rule may be authorized in writing by the Comptroller”. In the Committee’s view, all exceptions to such rules should be authorized by the Comptroller, in writing. The Committee recommends that a similar provision, under Rule 122.20 (a) concerning advance payments, should also be modified as follows: “Any exceptions to this rule shall be authorized in writing by the Executive Chief Procurement Officer”. The Committee further recommends that Rule 122.22 be adjusted to reflect that the Executive Director “shall” rather than “may” establish an investment committee. 
Management comments: The Executive Director respectfully points out that the wording “may be authorized” was used only in those instances where the Comptroller may choose whether or not a certain exception should be authorized. Stating that the Comptroller “shall” authorize exceptions may in this context give the impression that all requested exceptions must be authorized by default, which would be incorrect. Similarly, the intent of the Rule 122.22 was to give the option to the Executive Director to create an investment committee. Using the word “shall” would imply that the committee must be established even though doing so may not always be feasible.
Other matters

26. In paragraph 3 of the Executive Director’s report, it is indicated that “as a self-financing entity, UNOPS shall operate on the basis of full cost recovery and shall set its management fees accordingly, generating sufficient net surplus to maintain operational reserves at the level established by the Executive Board”. A number of regulations and rules also refer to “management fees” (Regulations” 9.01; 16.01   Rules: 108.01; 109.07; 114.04). The Committee believes that there is a need to clearly identify the composition of the management fees and introduce greater transparency in the breakdown of the underlying costs. It points out that most of UNOPS clients are other entities of the United Nations system who will, indirectly, bear the costs related to the management fees.
Management comments: The Executive Director fully agrees with the importance of transparency of the fees charged by UNOPS. The proposed text of the FRRs contains a clear definition of the management fee on page 14. All the components of the management fee are also separately defined in Regulation 1.02. The Executive Director suggests retaining the corresponding text in the proposed FRRs.  
Recommendation of Committee

27. The Committee recommends that the Executive Board take into account its observations and comments in the paragraphs above when it examines the proposed revised Financial Regulations and Rules of UNOPS. It further recommends that the Executive Board keep this matter under close review, in light of the upcoming harmonized Financial Regulations and Rules for the United Nations system. 
III. Comprehensive post classification at UNOPS 
28. The Executive Director indicates that the proposed comprehensive package of post reclassifications is in conformity with United Nations job standards and is intended to reflect the operational realities of the United Nations Office for Project Services (UNOPS). The Committee was informed that the proposals were formulated on the basis of a review, carried out by a team of consultants, of some 195 professional posts located at UNOPS’ Headquarters in Copenhagen, as well as in UNOPS Regional Offices in Panama, Johannesburg, Bangkok, New York, Dubai, and in Operations Centres at 29 other locations. During its consideration of the report, the Committee also had before it the terms of reference for the comprehensive review as well the final report of the consultants.  

29. The rationale for the proposed reclassification exercise is set out in paragraphs 1 to 5 of the Executive Director’s report (DP/2009/7). The Executive Director indicates that the functions of most of the core posts at UNOPS have never been reviewed and were even deliberately set at unreasonably low levels, largely owing to the difficult financial situation of UNOPS and its business model as a self-financing entity. He also indicates that the level of posts are no longer in line with their functions and responsibilities, and that as a consequence of this situation, UNOPS now faces difficulties relating to deficiencies in its capacity at the strategic management level, as well as the retention of its personnel, with a 25 to 30 percent turnover rate during the last biennium in contrast to the average prevailing rate of 5 to10 percent at most other Organizations of the United Nations system. The Executive Director further indicates that, with the proposed reclassifications and the harmonization of grade levels at UNOPS with those of other United Nations entities, he expects to resolve retention problems that impede the performance and growth potential of UNOPS, as well as to facilitate the creation and retention of knowledge and capacity in UNOPS. 
30. The approach adopted for conducting the comprehensive review is outlined in paragraphs 6-8 of the Executive Director’s report.  The Committee was informed that had UNOPS had consulted with the Office of Human Resources Management of the United Nations, before developing the terms of reference of the post classification exercise and for selecting a consulting firm
. Details on the methodology of the review provided in the Consultants’ final report show that the exercise involved analysis of current post descriptions and organizational charts, in-depth interviews with managers, independent review of each post by two classifiers and establishment of consensus ratings following discussion of the post information provided by UNOPS management. The Committee notes that the posts were analyzed using the new classification standards promulgated by the International Civil Service Commission with effect from January 2004.
31. A summary of the proposed reclassifications is provided on page 3 (para. 9) of the Executive Director’s report. Upon enquiry, the Committee was provided with a list of the posts proposed for upgrade, including the title of the post, as well as the current and proposed grades, which is attached in annex I below. The Committee notes from the final report of the consultants that the cumulative changes in classification recommended would result in the upgrading of 25.4 percent of the current posts. The total number of posts would remain unchanged, at 193.
32. The main proposals of UNOPS as regards posts at headquarters are as follows: 
a) Upgrade of leadership posts in Finance, Procurement and Human Resources to the D-2 level to provide oversight at the organizational level and strategic guidance for the development of UNOPS business initiatives in these core fields;

b) Upgrade of the leadership of the Audit function to the D1 level to support an audit programme focusing on risk assessment and business process compliance;

c) Upgrade of the Deputy Executive Director post to the ASG level, to function as the Chief Operating Officer of the organization, as well as to support he Executive Director in providing broad oversight of the programme and substantive direction to Regional Directors; 
33. With respect to posts in the field, UNOPS points to a need for greater emphasis on business development and sustaining high delivery standards in the managerial posts in UNOPS regional offices and operations centres. Specific proposals include:

a) Upgrade of Regional Director posts in all regions except Europe to the D-2 level, to assume a more strategic role focused on business development and establishing UNOPS reputation for excellence in project management with key clients;

b) Upgrade of Deputy Regional Directors posts in all regions except Europe to the D-1 level to assume supervision of all operational capacities and provide operational support to all Operations Centres in the areas of legal, logistics, procurement, human resources and finance;

c) Upgrade of Operation Centre manager positions in selected locations to the D1 level to reflect the size and diversity of the range of services delivered and to position UNOPS with forward deployed high end capacity to interact with United Nations’ Country Teams in conflict/post conflict environments.
34. The financial implications of the implementation of the proposals of the consultants are set out in paragraphs 15 to 21 of the report. The additional resources required for the full implementation of the proposals are estimated at:
a) $1.045 million in 2009, taking into account the upgrade of all the concerned posts effective 1 March 2009, representing 1.7 percent of the biennial administrative budget;

b) $2.7 million at full costing for the entire biennium, in 2010-2011.
35. As indicated in the report, these estimates are established on the basis of actual requirements rather than standard cost averages. The Committee also notes the Executive Director’s observations in paragraph 21 of the report, indicating that he considers reclassification to be a pragmatic business decision, to be implemented on the condition that it would not jeopardize the financial viability of the organization or its status as a going concern. He further indicates that he may choose to adopt a phased implementation approach, if necessary.
36. The Committee notes that the Executive Director intends to carry out a similar exercise for the 198 national staff of UNOPS at a later date. As indicated in paragraph 19 of the report, it estimated that the estimated net effect of possible future upgrades in the general service category (198 approved posts) should not exceed $80,000 for the entire organization in 2009 and $200,000 in the 2010-2011 biennium. Under the circumstances, the Executive Board may wish to request the Executive Director to provide the timetable envisaged for the conduct of the study related to the reclassification of General Service staff.
37. In view of the large number of posts to be reclassified, the Committee considers that UNOPS should adopt a phased approach to the implementation of the recommendations of the classification review. It recommends that priority be given to upgrading lower-level posts and that the Executive Board consider maintaining the Regional Director posts at the D-1 level at this stage. This issue may be revisited in the future, in light of experience. The Committee also draws the attention of the Executive Board to the anomalous situation which would result from the upgrade of the post of Deputy Executive Director to ASG, in which the posts of the two most senior officials of UNOPS would be classified at the ASG level.
Management comments:  The Executive Director respectfully reasserts the importance of upgrading posts as soon as practicable, to correct historic anomalies and align UNOPS with the requirements of the UN common system of salaries and allowances, as well as for good business reasons. This particularly applies, on a priority basis, to the Regional Director positions due to their significant leadership responsibilities and critical transformational roles in the organization. (N.B., the salary difference between D-1 and D-2 is only 8%.) Classification of these posts as D-2s brings them in line with corresponding posts in other UN entities of comparable or even smaller size. (By contrast, in UNDP, Regional Directors are ASGs). The Executive Director notes with satisfaction ACABQ’s comment on proposed upgrading of the Deputy Executive Director post to ASG level, as formally recommended by the technical consultants and fully justified by a comparison of like responsibilities in comparable or even smaller UN organizations.
38.  The Committee also recommends that consideration be given to monitoring the effectiveness and outcomes of these measures. It further recommends that the Executive Director be requested to report on progress made towards improvements in performance and staff retention at UNOPS in future budget submissions. He should also be requested to report on how the proposed changes have been implemented without jeopardizing the financial viability of UNOPS.
ANNEX 1
List of posts proposed for upgrade
	Title of post
	Current
	Proposed

	Deputy Executive Director
	D2
	ASG

	Regional Directors
	
	

	Panama
	D1
	D2

	South Africa
	D1
	D2

	Thailand
	D1
	D2

	United Arab Emirates
	D1
	D2

	USA
	D1
	D2

	Deputy Regional Directors
	
	

	Panama
	L5
	D1

	South Africa
	L5
	D1

	Thailand
	L5
	D1

	United Arab Emirates
	L5
	D1

	        USA
	L5
	D1

	Operations Centre Directors
	
	

	Sri Lanka
	L6
	P5

	Argentina
	L5
	D1

	Congo, Dem. Rep. of
	L5
	D1

	Haiti
	L5
	D1

	Operations Centre Managers
	
	

	Pristina
	L3
	P4

	Nicaragua
	L4
	P5

	Peru
	L5
	D1

	Kenya
	L4
	P5

	Senegal
	L4
	P5

	Operations Manager (Senegal)
	L3
	P4

	Head of Audit
	P5
	D1

	Auditor
	P3
	P4

	Auditor
	P4
	P5

	Director, Finance
	D1
	D2

	Comptroller
	P5
	D1

	Finance Management Officers
	
	

	Denmark
	L3
	P4

	Panama
	L3
	P4

	South Africa
	L4
	P5

	Thailand
	L3
	P4

	Legal Officer
	L3
	P4

	Legal Specialist
	P3
	P4

	Director of Procurement (current post - Deputy Director)
	P5
	D2

	Procurement Analysts
	
	

	Denmark
	P2
	P3

	Denmark
	P2
	P3

	Procurement Officers
	
	

	South Africa
	L3
	P4

	United Arab Emirates
	L3
	P4

	Procurement Policy Officer
	P2
	P4

	Procurement Specialists
	
	

	Denmark
	P3
	P4

	Denmark
	P4
	P5

	Denmark
	P4
	P5

	Director, Organizational Effectiveness and Human Resources
	D1
	D2

	Teamleader, Strategic Human Resources
	P4
	P5

	Knowledge Management Specialist
	P3
	P4

	Strategic & Transactional HR Specialist
	P3
	P2

	Talent Management Specialist
	P3
	P4

	Administrative / Human Resources Officer
	L2
	P4

	Deputy Director and Teamleader, Corporate Strategy and Planning
	P5
	D1

	Corporate Performance Management Officer
	P3
	P4

	Corporate Policy Coordinator
	P3
	P4

	Strategic Budgeting Officer
	P3
	P4

	Teamleader, IT and Communications
	P3
	P5

	UNGM Project Coordinator
	P2
	P3

	Global Practice Leader - Census/Elections
	L4
	P5

	Global Practice Leader - Infrastructure
	L4
	P5

	Head of Support Services
	L3
	P4

	Programme Support Officer
	L2
	P3

	Regional Post-Conflict Manager
	L4
	P5

	Portfolio Manager - Mine Action
	L4
	P3

	Senior Portfolio Manager (IFAD)
	
	

	Kenya
	L5
	P4

	Senegal
	L5
	P4

	Thailand
	L5
	P4

	Associate Portfolio Manager
	
	

	Geneva
	L2
	P3

	Senegal
	L2
	P3

	Associate Portfolio Manager - Mine Action
	
	

	USA
	L2
	P3

	USA
	L2
	P3

	Portfolio Analyst
	L2
	P3

	Portfolio Manager (IFAD)
	L4
	P5

	Associate HR Business Support Manager
	L2
	P3
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