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United Nations Office for Project Services budget estimates for the biennium 2012-2013

Report of the Advisory Committee on Administrative and Budgetary Questions
1. The Advisory Committee on Administrative and Budgetary Questions has considered an advance version of the budget estimates for the biennium 2012-2013 (DP/OPS/2011/5) of the United Nations Office for Project Services (UNOPS). During its consideration of the budget estimates for 2012-2013, the Advisory Committee met with the Executive Director of UNOPS, who provided additional information and clarification.

Management results and budget framework

2. The Advisory Committee notes that the budget estimates for 2010-2011 were based on the format of 16 harmonized functions (AC/1705, para. 2), whereas the budget estimates for 2012-2013 are presented in a simplified framework of 7 harmonized functional clusters, following a decision by the Executive Board at its first regular session in 2011 (DP/OPS/2011/5, Annex 1, paras. 1 and 27). The simplified framework also applies to UNDP, UNFPA and the United Nations Children’s Fund (UNICEF). Table 1 of the budget estimates contains information with respect to the allocation of resources for 2012-2013 by the seven functional clusters, with performance indicators, a baseline and targets. UNOPS indicates that the framework comprises three key components: management results, core activities and corporate functions. Detailed information on the management results and budget framework is provided in paragraphs 35 to 75 and Annex 1 to the budget estimates. 

3. While the Advisory Committee understands that the simplified budget framework represents an harmonized approach adopted by UNDP, UNFPA, UNOPS and UNICEF for cost reclassification and results-based budgeting, it is of the view that further improvements could be considered in order to present the document in a more reader-friendly manner. For example, Figures I, V and VI, in the advance version provided to the Committee, contain indistinct text and are therefore difficult to read.

Budget estimates for 2012-2013
4. The budget estimates for 2012-2013 amount to $148.7 million, representing 5.5 per cent of the projected total expenditure for the biennium (ibid., para. 76 and Figure II). The estimates for 2012-2013 include (a) $139.7 million for management resources, (b) $1 million in estimated additional one-off expenditure due to the transition to IPSAS, and (c) $8 million for potential provisions. In comparison, the budget estimates for the current biennium provide for $130.2 million for management resources and $5 million for potential provisions. With respect to the projected total gross revenue for 2012-2013, the Advisory Committee notes that the target is estimated at $148.7 million, consisting of $118.5 million from project implementation services, $20 million from advisory and transactional services and $10 million from miscellaneous income (ibid., para. 27). 

5. The Advisory Committee notes that for 2012-2013, UNOPS has proposed reductions under consultants ($2.1 million, or 9 per cent) and operating expenses ($2.7 million, or 11 per cent). The Committee also notes that UNOPS is planning to move its headquarters to the new UN City in Copenhagen, where it will share offices with other United Nations organizations present in the country. The Advisory Committee welcomes these initiatives and expects that the co-location by the United Nations organizations in Copenhagen will facilitate shared common services, which should result in efficiencies and savings.

6. The Advisory Committee further notes from the budget document that the estimates for 2012-2013 provide for potential merit rewards associated with UNOPS three-year performance management pilot on recognition, rewards and sanctions, in accordance with its financial regulations and rules and endorsed by the International Civil Service Commission (ibid., para. 85). The Advisory Committee hopes that information with respect to the implementation of the pilot project will be included in the context of the next budget submission.

Posts

7. With respect to the posts for the current and next biennium, UNOPS indicates that the number of posts for 2012-2013 is the same as what is in place in 2011 (ibid., paras. 78 and 80). The Advisory Committee notes from table 2 of the budget estimates that there will be a total of 366 posts for 2012-2013, reflecting a net increase of 21 posts, compared with 345 posts for the current biennium. UNOPS indicates that the net increase of 21 posts for 2012-2013 primarily reflects the completion during 2010 of the reclassification exercise initiated in 2009 in line with Executive Board decision 2009/5 to further align staffing with the overall organizational structure (ibid., para. 81). Upon enquiry, the Advisory Committee was informed that UNOPS had 366 posts as at 1 January 2011, including the additional 21 posts reflected for 2012-2013 in table 2. In this connection, the Advisory Committee notes that financial regulation 14.02 grants the Executive Director authority to redeploy funds within the approved biennial management budget, as well as to increase or reduce funds, including the number of posts in the staffing table, provided the net revenue target for the biennium established by the Executive Board is met (ibid., para. 24). 

8. As reflected in the budget estimates, there is a proposal to upgrade the position of the Executive Director from the level of Assistant Secretary-General to Under-Secretary-General, in recognition of the enhanced accountability and responsibility of the position. The Advisory Committee was informed, upon enquiry, that following the adoption of the new governance structure of UNOPS, responsibility for managing the UNOPS financial and human resources was vested with the Executive Director, who was accountable to the Executive Board and the Secretary-General. In this connection, the Advisory Committee notes that in its resolution 65/176 of 20 December 2010, the General Assembly reaffirmed the role of UNOPS as a central resource for the United Nations system in procurement and contracts management as well as in civil works and physical infrastructure development, including related capacity development activities. In the same resolution, the Assembly decided to rename the Executive Board to include UNOPS (the Executive Board of UNDP/UNFPA/UNOPS). The Advisory Committee has no objection to the proposed upgrade of the position of the Executive Director.

Presentation

9. In its report on the budget estimates of UNOPS for the biennium 2010-2011 (AC/1075, para. 7), the Advisory Committee recommended that a breakdown of expenditures by major object of expenditure be provided in the context of the proposed biennial support budget for 2012-2013. In this connection, the Committee notes that summary table 3 of the budget estimates provides information by expenditure category. The Advisory Committee welcomes the inclusion of the information requested. However, the Committee also notes that the budget document contains only 10 paragraphs on the budget estimates for the biennium 2012-2013, without sufficient explanations on the changes proposed in respect of staff and non-staff costs. The Advisory Committee is of the view that more detailed information should be provided in future budget estimates, in particular information related to proposed changes and the organigramme.

IPSAS

10. It is currently estimated by UNOPS that the transition from the United Nations System Accounting Standards (UNSAS) to the International Public Sector Accounting Standards (IPSAS) in 2012 would have a negative effect on its net revenue for 2012-2013 by approximately $13 million, owing mainly to (a) a delayed recognition of revenue of $12 million under IPSAS, and (b) different treatment of assets of $1 million (ibid., paras. 18 to 20). The Advisory Committee notes that the estimated delayed revenue of $12 million will be a one-time effect that will not affect revenues of future bienniums.

11. In this connection, the Advisory Committee was informed upon enquiry that, as the only agency in the United Nations system with a self-financing business modality, UNOPS had to accomplish the performance targets, including the attainment of operational reserves, set by its Executive Board.  Given the projected delay in revenue from management fees of $12 million, or 20 per cent, for 2012, UNOPS was communicating to the Advisory Committee and to the Executive Board the projected negative impact on its net revenue during the first year of the transition to IPSAS in order to enhance the understanding and transparency of the financial results for which UNOPS was accountable.

12. The Advisory Committee was also informed, upon enquiry, that UNOPS had a comprehensive IPSAS implementation plan which was adequately resourced. In addition, the Office had addressed the most critical accounting policies, including revenue and expense recognition and asset and cash management. The Advisory Committee recalls that UNOPS has already revised its financial regulations and rules to prepare for the implementation of IPSAS. With respect to its enterprise resources management system, the Committee was informed that while UNOPS relied on UNDP for any changes to the system, it had developed plans for gathering, cleansing and migrating its accounting data. The first dry run using real accounting data would be performed in the first part of 2012. The Advisory Committee commends UNOPS for its advanced preparedness in relation to the implementation of IPSAS.
Operational reserve

13. Information with respect to the operational reserve of UNOPS is provided in paragraphs 29 to 34 of the budget estimates, and detailed information on the reserve and its use is contained in annex II to the budget document. It is indicated that the operational reserve minimum requirement is based on 4 per cent of the rolling average of the combined management budget and project expenditures for the last three years of operations. As a fully self-financed organization, it is important for UNOPS to maintain its operational reserve above the minimum requirement in order to provide a security cushion against uncertainties associated with revenue predictions and for future investments required beyond the current budget period. The Advisory Committee notes that UNOPS achieved the operational reserve requirement target by the end of 2009, two years ahead of the time set out in the budget estimates for the biennium 2010-2011. For 2010-2011, the opening balance of the reserve was $42.7 million, or $0.6 million above the minimum requirement; and the closing balance is currently estimated at $57 million, or $10 million above the estimated minimum reserve requirement at that time. UNOPS indicates that it is striving to reach the goal of accumulating sufficient margins during the current and next biennium so that the operational reserves will remain above the minimum requirement at the end of 2013, taking into consideration the significant negative effect of IPSAS-related accounting (see para. 10 above). 

14. While UNOPS is confident that it will meet, or exceed, the net revenue target set for the current biennium, it recognizes that there is still significant uncertainty for 2011. The Office will carefully monitor revenue and expenditure patterns, and, in line with financial regulation 14.02, make adjustments to the budget as necessary to align management expenditure with evolving realities. In this context, UNOPS is planning to conduct a review in 2012 to assess, inter alia, the level of its operational reserve and the mandated minimum requirement, owing to the transition to IPSAS (ibid., paras. 16, 31, 33 and 34). In this connection, the Advisory Committee encourages UNOPS to continue to exercise prudence in managing the resources at its disposal, so as to secure the gains achieved thus far and also to ensure the continued financial viability of the Office over the medium to long term (AC/1705, para. 20).

Other comments

15. The Advisory Committee notes from the budget estimates that UNOPS has achieved much during the past few years. UNOPS has maintained its financial viability for 5 consecutive years and achieved its operational reserves minimum requirement by the end of 2009, two years ahead of the target. It also received an unqualified external audit for the period 2008-2009, and was awarded the ISO 9001 quality management system certification and the Chartered Institute of Purchasing and Supply Certification in Procurement Policies and Procedures in 2011 (DP/OPS/2011/5, paras. 6, 8 and 9). The Advisory Committee commends UNOPS for these achievements.

16. During its consideration of the proposed budget estimates for 2012-2013, the Advisory Committee also had before it the annual report of UNOPS, which the Committee finds informative and useful. The Committee notes the activities carried out by UNOPS in cross-cutting issues, in particular the fact that 30 per cent of all the projects supported by the Office in 2010 worked to improve gender equality and the empowerment of women in some way (p. 45). The Advisory Committee welcomes the efforts made by UNOPS in this regard and encourages it to continue these activities. 
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