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SUMVARY

The present report is submitted to the General Assenbly pursuant to its
resol ution 51/231 of 13 June 1997.

The report provides information about the procurenent reform process and
details with respect to the actions already taken, or in progress, regarding
i npl enentati on of the reform neasures, as well as on the inplenentation of or
response to the recomendati ons, decisions, suggestions and concerns expressed
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Budgetary Questions, the Board of Auditors and the Ofice of Internal
Oversight Services, including the internal auditors, as well as the H gh-Ievel
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. 1 NTRODUCTI ON
1. The present report is submitted to the General Assenbly pursuant to its

resolution 51/231 of 13 June 1997 and provides information on the progress

achi eved since the previous report, subnmitted to the Assenbly on

29 Novenber 1996 (A/C.5/51/9). It also provides information on the

i mpl ement ation of and or response to the recommendati ons, decisions, suggestions
and concerns expressed by the General Assenbly, the Advisory Commttee on

Adm nistrative and Budgetary Questions, the Board of Auditors, the Ofice of
Internal Oversight Services, including the internal auditors, as well as the

H gh-1 evel Expert Procurement Goup, for which the Secretary-General wi shes to
express his sincere appreciation.

2. In addition to the report submitted in Novenber 1996, progress reports on
the inplenentation of procurement reformin the United Nations Secretariat were
submtted to the General Assenbly on 22 June 1995 (A/C. 5/49/67),

10 Novenber 1995 (A/C.5/50/13) and 9 February 1996 (A/ C.5/50/13/Rev.1).

[1. ORGANI ZATI ON AND STRUCTURE

3. Effective July 1997, the Transportation Section, including the Travel and
Traffic Units, of the Procurement and Transportation Division was established as
a separate service, the Travel and Transportation Service, reporting directly to
the Assistant Secretary-General for Central Support Services. Accordingly, the
Procurenent and Transportation Division has been renanmed the Procurenent

Di vi sion, which reflects nore appropriately the responsibilities of the
Division. The structure and organization of the Division are illustrated in
annex | to the present report, subject to any nodifications which may be
required (see para. 7 below).

4. It may be recalled that in the previous report of the Secretary-Genera
(A/C. 5/51/9, para. 3) it was stated that the inplenmentation of certain reform
neasures, such as the integration of procurenent activities at Headquarters,

whi ch was recomrended by the Advisory Commttee (A/50/7/Add. 13, paras. 4 and
13), were pending, awaiting the outcome of the overall review of the procurenent
functi ons.

5. In a letter dated 17 March 1997 addressed to the President of the Genera
Assenbly (A/51/829), the Secretary-General informed himof his decision "to
initiate a close exam nation of existing arrangenents throughout the

Organi zation with a view to extending conmon servi ces wherever this can result
in nore effective services, including the possible establishment of a comon
services facility". The Secretary-General el aborated further on his decision to
expand and strengthen comon services in his report to the Assenbly in

July 1997, entitled "Renewing the United Nations: a progranme for reforni

(A/ 51/ 950, paras. 242 and 243).

6. Pursuant to the above decision, the Task Force on Conmobn Services was
established in May 1997. One of the 11 working groups created by the Task Force
is the Wrking Goup on Procurenent, which is to review overall procurenent
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functions within the United Nations Secretariat as well as in the funds and
programes of the United Nations system The Wrking Goup has been meeting on
a regul ar basis.

7. Pursuant to the recomendati on of the Advisory Conmittee and the Genera
Assenbly (resolution 51/231, para. 30), the Secretary-General has decided,
effective 1 Novenber 1997, to consolidate within the Procurenment Division the
rel evant functions of the Contracts and Procurement O fice of the former
Depart ment for Devel opment Support and Managenent Services. Details of the
organi zational arrangenents, as appropriate, are currently under consideration

I11. STAFF RESOURCES AND WORKLQAD

8. The overall |evel of staff resources in the proposed programe budget for
t he bi enni um 1998- 1999 avail abl e to handl e procurenent work within the
Procurenment Division is as follows: 29 posts at the Professional |evel (11
under the regul ar budget and 18 under the support account for peacekeepi ng) and
37 posts in the General Service category (26 under the regular budget and 11
under the support account). It should be noted that in assisting staff at the
Prof essional |evel, several Ceneral Service staff nmenbers are delegated limted
authority to performessential functions in all aspects of procurenment and
support services. In addition, the D vision has been benefiting fromthe
expertise of seconded personnel made available at no cost to the O ganization,
one each from France, Ireland, Norway, Spain and the United States of Anerica.
It may be noted that the General Assenbly will revert to the question of
officers on loan fromtheir Governments during its consideration of the report
of the Secretary-CGeneral on gratis personnel (resolution 51/231, para. 10). Al
vacancies within the Division as a result of transfers or resignations have been
advertised internally and externally and are in the process of being filled as
qui ckly as possi bl e.

9. The Secretary-General shares the concerns of Menber States that adequate
staff resources should be provided to the Procurenent Division. However, the
overal | budgetary constraints inposed on the Secretariat have naturally also
affected the resources available to the Division as well as other departnents
and of fices, such as the Departnent of Peacekeeping Operations and the O fice of
Legal Affairs, which are intimately involved in the procurenment process.
However, with a reduction in the volune of procurenent activities, coupled with
the increased del egation of authority referred to in section VI of the present
report, the Secretary-CGeneral is of the viewthat the staff resources for the
Division reflected in the proposed programe budget for 1998-1999 are adequate.
What is essential nowis to intensify further the training and the enhancenent
of the professional quality of staff resources available to the Division, as

di scussed in section |V bel ow.

10. Accordingly, the Secretary-General reiterates that the establishment of the
post of Director of the Procurenent Division (through reclassification of the
existing D1 post within the Division to D-2), in order to provide the
appropriate | evel of executive direction and nmanagenent, renmains critical to the
success of the reforms. Should the General Assenbly approve the
reclassification of the post, it is the intention of the Secretary-CGeneral to

/...
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advertise the post, both internally and externally, in order to ensure the

appoi ntnent of a Director with the best qualifications and track record to
direct and manage the Division. Accordingly, the Secretary-General wel cones the
deci sion of the Assenbly to revert to the question of the structure of the

Di vision and the request for the D-2 post during its consideration of the
proposed programe budget for the biennium 1998-1999 (resol ution 51/231,

para. 8). The Secretary-General requests the Assenbly to take decisive action
on this question, as it has been postponed far too |ong, much to the detrinent
of the effective functioning of the Division

V. TRAI NING FOR PROCUREMENT

11. The CGeneral Assenbly requested the Secretary-Ceneral to devel op an
intensified training programme for all procurenent personnel of the Secretariat
and all its offices, including field offices of peacekeeping operations, to
devel op the capacity to dispatch in a tinmely manner qualified and trained
procurenent personnel to new or expanded mi ssions and to report to the Assenbly
at its fifty-second session on neasures taken to enhance the training programme
(resolution 51/231, para. 31).

12. The Secretary-General wel comes the enphasis of the General Assenbly on the
need to develop an intensified training progranme and has al ready taken the
necessary steps to intensify further the training of the staff nenbers
concerned. As reported in the previous report to the Assenmbly (A/C. 5/51/9,
para. 7), all procurement officers have attended and continue to attend, in
addition to the joint training progranme offered by the United Nations Ofice
for Project Services in conjunction with George Washi ngton University's
Governnent Contracts Programme, procurenent conferences, seninars and

exhi bitions to enhance their know edge of and famliarity with the products and
services available in local and international nmarkets. This has been found to
be nost useful also for the purpose of expanding the base of the supplier
roster, which is discussed in section V below. The Procurenent Division is
currently consulting with the Ofice of Human Resources Managenent to organi ze
trai ni ng programres on contract negotiations and on ethics in procurenent.

13. In 1997 the Procurenment Division has cooperated fully with the Ofice of
Human Resources Managenent and the Departnent of Peacekeeping Operations to
provide training for two nmonths to four procurement officers selected for
peacekeepi ng mssions. A fifth procurenment officer, fromthe Economnic

Commi ssion for Africa, has also recently conpleted a training progranme with the
Division. The Division also participated in the training programes organi zed
by the O fice of Human Resources Managenent and the Departnment of Peacekeeping
Qperations, including in the devel opnment of the curriculum for staff nenbers
selected to serve in peacekeeping and other field mssions as chiefs of

admi ni stration, senior admnistrative officers and procurenent, finance and

| egal officers. The senior managers of the Division and the Chairman of the
Headquarters Commttee on Contracts gave briefings on policies, procedures and
practices in procurenent. Furthernore, staff nmenbers appointed to serve as
chief adm nistrative officers or as chiefs of procurenent in peacekeepi ng and
other field mssions are briefed on procurenent by the Division, as requested by
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t he Departnent of Peacekeeping Operations, prior to their departure for their
assignnents in the field.

14. Wth reference to the request of the General Assenbly concerning the
procurenent nmanual (resolution 51/231, para. 33), it should be noted that the
draft of the new manual is currently being finalized, taking into account
particularly the comments nmade by the Ofice of Legal Affairs, the Ofice of
Internal Oversight Services and the Department of Peacekeepi ng Qperations. The
target date for its publication is during the first quarter of 1998. (Qher
target dates for the work plan of the Procurenent Division are provided in
annex I1.) The new manual is an updated version of the existing manual issued
in 1985 and revised in 1994, taking fully into account the procurenment reform
policies, procedures and instructions, sonme of which will require revisions of
the Financial Regulations and Rules of the United Nations. Although not yet
publ i shed, the provisions contained in the new manual, in particular those on
del egation of authority, the procedures for the Headquarters Committee on
Contracts and | ocal commttees on contracts and ex post facto cases, anpbng
others, are being inplenented at Headquarters. |In addition, a nunber of the
provi sions are already being applied, as appropriate, in peacekeeping m ssions
and offices away from Headquarters. The new nmanual will be distributed to al
concerned, including those in the field, and the necessary training will be
provi ded.

15. It shoul d be enphasized, however, that it is essential that the Procurenent
Di vi sion have at |east the mninumof staff resources if it is to dispatch
expedi tiously qualified, trained procurement officers to mssions or to offices
away from Headquarters, including new or expanded m ssions, which require urgent
assistance. Wiile it was intended to rotate staff menbers of the Division to
the field, it is regrettable to note that owing to the difficulties experienced
with staffing, including unexpected vacancies, the only field m ssion to which
staff fromthe Division have been rotated to serve has been the United Nations
Support Mssion in Haiti.

V. SUPPLI ER ROSTER

16. The Secretary-General is fully commtted and has spared no effort to
establish a supplier roster on as wi de a geographical basis as possible, as
enphasi zed by the CGeneral Assenbly, the Advisory Commttee, the Board of
Auditors and the O fice of Internal Oversight Services. Since Novenber 1996,

t he nunber of registered suppliers has increased from 1,550 to al nost 3,000 as
of Septenmber 1997. Pursuant to the request of the General Assenbly (resolution
51/231, para. 25), the revised list of suppliers on the roster, including their
country of origin or where they are registered, is provided in annex |II.

17. The Secretary-General welconmes the invitation to Menber States by the
General Assenbly (resolution 51/231, para. 24) to encourage their nationa
suppliers to be registered in the supplier roster. Concerted efforts are being
nmade, with the assistance of permanent and observer nissions to the United
Nations, to w den the geographi cal base of the supplier roster. Furthernore,
efforts are being made to identify potential vendors in devel oping countries and
in countries with economies in transition, and to increase the representation

/...
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fromthose countries in the bidding for and award of contracts, as called for by
the Assenbly (resolution 51/231, para. 26). Details of the efforts to develop a
supplier roster with as wi de a geographi cal base as possible, including the

revi sed policy and procedures pertaining to supplier prequalification and

regi stration, the revised policy guidelines on supplier evaluation and

sel ection, advertising tenders and bid opening procedures, were provided in the
previous report on procurenment (A/C. 5/51/9, paras. 18-27). In August 1997, the
Division wote to all permanent and observer nissions as a followup to a
simlar letter in March 1997, seeking their assistance in dissem nating
information in their respective countries on how suppliers can be registered on
the supplier roster. Arrangenents are under way to authorize United Nations
information centres and United Nations Devel opnent Progranme (UNDP) country
offices to serve as contact points for suppliers to receive application forms
for the supplier roster.

18. The Secretary-General is pleased to note that an increasi ng nunber of
representatives from pernmanent and observer m ssions, consul ates and trade
comm ssi ons have been visiting the Procurenment Division nore frequently in order
to introduce representatives of suppliers fromtheir respective countries, to
enqui re about supplier registration procedures and to | earn about the
opportunities for doing business with the United Nations. Such opportunities
also allow the procurenent officers to famliarize thenselves with nmarket and

i ndustry trends.

19. The Procurenent Division has also intensified its efforts to initiate, with
t he assistance of the permanent and observer m ssions, consul ates and trade

comm ssions |ocated in New York, arrangenents to brief groups of conpany and

i ndustry representatives on how to do business with the United Nations. This
has been very useful, particularly to suppliers fromoverseas, as the Division's
staff, owing to budgetary constraints, are not able to travel away from
Headquarters unless invited by Governnments or organi zations at no cost to the
United Nations. Wen invited, the D vision has been represented at gatherings
of suppliers abroad.

20. During 1997 the Procurenment Division has participated in nore than 10
busi ness seminars and conferences organi zed by various Menber States, either in
New York or in their respective countries.

21. Home page. As at 15 July 1997, the Procurenent Division has had a hone
page on the Internet through which information on the supplier application forns
can be obtained electronically. The Internet address is ww. un. org/depts/ptd.
Contract awards will be announced on the hone page in addition to the existing
practice of publishing themin Procurement Update, a publication of the

I nter-Agency Procurenment Services Ofice. On a trial basis, a nunmber of
forthcom ng contracts val ued at over $200,000 - the threshold for review by the
Headquarters Conmittee on Contracts - as recommended by the Board of Auditors,
wi || be announced on the hone page, subject to tinme constraints. The Division
has al so been contacting potential suppliers identified through research,
utilizing publications such as trade directories, professional journals,

cat al ogues and product publications.
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22. The supplier roster is made available to all peacekeeping m ssions, offices
away from Headquarters and the international crimnal tribunals, as well as the
I nter-Agency Procurenment Services Ofice. The latter makes the roster avail able
to all procurenent offices in the United Nations system

23. The Secretary-General believes that the intensification of the above
efforts will increase further the nunber of registered suppliers and inprove the
cost-ef fectiveness of the procurenment process. FromJanuary to July 1997, the
total volune of procurement at Headquarters consi dered by the Headquarters
Committee on Contracts anounted to $172, 142,382, of which $124,689, 171, or

72.43 per cent, was obtained through conpetitive bidding (for details see

annex VI11). The remaining $47,453, 211, or 27.57 per cent, was obtained through
aut hori zed exceptions to conpetitive bidding under the Financial Regulations and
Rul es of the United Nations, such as exigencies, requirenments bel ow the bidding
threshol d of $25,000, proprietary itens and prices fixed by legislation. It may
therefore be noted that nost of the requirenents of the United Nations are
obt ai ned through conpetitive bidding, and that those that are obtai ned otherw se
are authorized by the Financial Regulations and Rules and subject to a ful
witten justification.

24. Exigency needs. The Secretary-General agrees with the Advisory Conm ttee
that a sharper definition of "exigency" needs should be provided (A 51/7/Add. 3,
para. 17), as called for in General assenbly resolution 49/216 C. Considerable
progress has been nmade to ensure that when exigency provisions are invoked, they
do indeed conme credibly within the exception. Additional efforts are being nade
to refine further and to prepare a |ist of exigency situations, although the
Iist can never be exhaustive, as recommended by the Advisory Comittee
(A/51/533, para. 55) and the Board of Auditors. The elaborated |ist of

exi genci es should be ready by March 1998. It should be noted that the nature of
t he exi gency when invoked is docunented in order to provide the necessary

evi dence to support the decision and to serve as a trail for verification and
review.

25. Letters of assist. Steps are also being taken to tighten further the
administration of letters of assist in full conpliance with the Organization's
rul es and procedures, as called for by the Advisory Commttee (A/51/533,

paras. 52 and 53) and the Board of Auditors (A/51/488/Add.1l, paras. 6 and 7).
Revi sed gui delines for the adm nistration of letters of assist should be ready
by March 1998.

26. As a rule, the use of suppliers recormmended by requisitioners or
substantive offices is not permtted. However, in certain cases, such as those
concerni ng specialized studies, legal services, training, proprietary itens,
nedi cal services and so on, which are unique or require special expertise or

i nternational renown of the vendor, exceptions may be considered upon witten
justification. Furthernore, consultants who are engaged to prepare
specifications or to assist in the evaluation of proposals are not allowed to
reconmend vendors for invitations to bid and are thensel ves never pernmitted to
subnmit bids, as such action would be considered highly irregular and woul d
constitute a conflict of interest. The Secretary-Ceneral shares the view of the
Advi sory Committee (A/51/7/Add.3, para. 15) that if the supplier roster were
conpl ete and conprehensive, there would be no need for requisitioners to
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recommend suppliers. Thus there is an urgent need to expand the list of
suppliers on the roster, which should have the w dest possibl e geographica
representati on.

27. Performance evaluation of suppliers. 1In line with the request of the
General Assenbly (resolution 51/231, para. 15), a standard procedure for the
preparation of performance evaluation reports on suppliers, in particular those
with nmajor contracts, has been drafted and will be finalized soon.

VI. DELEGATI ON OF AUTHORI TY

28. As reported in the previous report to the General Assenbly, the threshol ds
for the del egation of procurenent authority under the terms of financial rules
110. 17 and 110.19 for Headquarters and of fices away from Headquarters, as well
as for field mssions and international crimnal tribunals, were revised and

i mpl emented effective 15 August 1996 (A/C. 5/51/9, paras. 10 and 11). After a
revi ew of the experience gained, and taking into account the uniformy
favourabl e comments received fromoffices away from Headquarters, as well as
fromthe Department of Peacekeeping Qperations on behalf of the field m ssions,
it was decided on 18 July 1997 that the procurenent thresholds promul gated on
15 August 1996 should be continued in full force and effect, w thout I|apse,
until further notice, as indicated in annex |V

VII. HEADQUARTERS COWM TTEE ON CONTRACTS AND EX POST FACTO CASES

29. Details on the revised policy guidelines and procedures for the
Headquarters Conmittee on Contracts which are being i nplenented were provided to
the General Assenbly in the previous report (A/C. 5/51/9, paras. 30-35). The
Headquarters Conmittee on Contracts has continued further to enhance its
authority, to assert itself independently and to demand full conpliance with
regul ati ons, rules and established procedures, as well as directives such as

t hose concerning ex post facto and partial ex post facto cases. The performance
of local commttees on contracts is currently under review, bearing in mnd the
views of the Advisory Conmittee (A/51/7/Add. 3, para. 18).

30. A conparative nunmber of cases and the total value of the contract proposals
reviewed by the Headquarters Conmittee on Contracts for the years 1994 to

July 1997 are shown in the table below Further details are provided in

annexes V to X

Year Nunber of cases Val ue (US$)
1994 1 185 1 378 861 841
1995 1 058 1 118 198 195
1996 553 528 000 975
19972 241 195 492 058

@ January to July.



A 52/ 534
Engl i sh
Page 9

31. The reduction in the nunber and dollar value of cases is attributed mainly
to the revised thresholds for the del egati on of procurenent authority, as stated
i n paragraph 28 above. 1In addition, no new | arge operations have been nandat ed
by the legislative bodies, and there has been a reduction in the size of several
peacekeepi ng m ssi ons.

32. Pursuant to the request of the General Assenbly (resolution 51/231

para. 5), the Procurenment Division and the Field Adm nistration and Logistics

Di vi sion have been directed to expedite their efforts to develop a single fornmat
for the provision of data and a comon reporting system for procurenent
undertaken in the field and at Headquarters under the responsibility of the
Secretary-Ceneral. The establishnment of a single format for the provision of
data and a comon reporting systemfor procurenment should be ready by

March 1998.

33. Details on the directive of the Assistant Secretary-Ceneral for Conference
and Support Services, dated 11 April 1996, concerning ex post facto cases and
actions taken thereon were provided in the previous report (A/C 5/51/9,

paras. 36-41). Further progress has been achieved in reducing the number of
such contracts. The nunber and dollar value of ex post facto and partia

ex post facto cases for the years 1995 to July 1997 are given in the table

bel ow. Further details are provided in annex Xl.

Parti al
Year Ex post facto ex post facto Tot al Anount
(US$)
1995 204 296 500 566 674 742
1996 96 127 226 172 127 298
19972 27 31 58 32 852 185
@ January to July.
34. It should be noted that some of the ex post facto and partial ex post facto
cases processed in 1997 still relate to cases initiated prior to 1996, owing to

the start-up or liquidation of certain mssions. Such cases have al nost been
cleared, and a further drop in the nunber of cases will be achieved during the
latter part of 1997. It should be noted, however, that while all efforts are
bei ng made to reduce such cases to an absolute minimum wth full justification
for each such case, as requested by the General Assenbly (resolution 51/231
para. 29), ex post facto or partial ex post facto cases cannot be elimn nated
totally because of the nature of the operations concerned, particularly at the
start of new operations and during the closing of mssions, details of which
were provided previously (A/C.5/51/9, para. 40).

35. Details of the efforts and progress made on systens contracts were provi ded
in the previous report (A/C 5/51/9, paras. 12-17). Further efforts are being
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made to expand the nunber of such contracts, as appropriate. It may be recalled
that it was reported (para. 16) that the Procurenent Division and the Field

Admi ni stration and Logistics Division of the Departnent of Peacekeeping
Operations were considering the possibility of establishing block charters and
standby contracts for troop rotations. One such systemcontract exercise has

al ready been concluded, involving 31 flights for 12 contingents covering a
period of seven nonths. Another contract, for vehicles and spare parts, is in
process.

VI11. ADVANCED PROCUREMENT PLANNI NG AND COORDI NATI ON
I' N PROCUREMENT

36. The Secretary-General appreciates the recognition by the General Assenbly
of the efforts nade to inprove coordination within the procurenment system
(resolution 51/231), the details of which were included in the previous report
(A/C. 5/51/9, paras. 46-52). Further efforts are being made to strengthen
coordination to an even greater extent in order to stream ine the decision-
nmaki ng process in procurenent.

37. There are several areas in which the Procurenent Division coordinates its
activities with other procurenent offices within the United Nations system The
following are only a few exanpl es

(a) Coordination continues with the Inter-Agency Procurenent Services
Ofice on vehicle standardi zation, statistical reporting and announcenents of
procurenent awards through the Ofice's honme page on the Internet and
Procurenent Update;

(b) Training of procurenent officers on various programes organi zed by
the United Nations O fice for Project Services;

(c) Sharing of information with other nmenbers of the Inter-Agency
Procurenent Wirking G oup, conposed of heads of procurenent, on systens
contracts and on pooling of resources to establish such contracts for use by al
concerned. In this connection, it is worth nentioning that the Procurenent
Di vi si on has established the | argest nunmber of systens contracts in the United
Nations system

(d) At Headquarters, the Procurenent Division participates fully in the
Wirki ng Group on Procurenent of the Task Force on Common Services, referred to
i n paragraph 6 above, with participants fromvarious Secretariat departnments and
of fices concerned, as well as the United Nations Children's Fund, UNDP, the
Wirld Food Programme and the United Nations Office for Project Services;

(e) Consultations are in progress on establishing common criteria for
supplier eligibility for registration and a supplier perfornmance rating system

(f) Consultations are also in progress on harnonizing a conmon
regi strati on system whereby suppliers, unlike under the current procedures,
woul d submit one application to a central location or to any procurenent office
in the United Nations systemand be registered centrally or individually with

l...
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all nenbers of the Wrking Goup. At present each procurement office has its
own application formand eligibility criteria for suppliers to be registered,;

(g) Wekly neetings continue to be hel d between representatives of the
Procurenment Division and the Field Adm nistration and Logistics Division to plan
and revi ew peacekeepi ng requirenents, in particular to set priorities and
schedul es and to resolve problens. Mnthly neetings are al so held by
representatives of the Procurenent Division, the Ofice of Legal Affairs, Field
Adm ni stration and Logi stics Division and the Facilities Managenent Service to
review work plans and to establish target dates for conpletion of major
contracts.

I X. CASES I N ARBI TRATI ON

38. Pursuant to the request of the General Assenbly (resolution 51/231

paras. 6 and 7), information on cases in arbitration in which the United Nations
is or has been involved since 1995 - with the nane of the claimnt(s), nature of
the case and anobunts clained - is provided in annex XIl. Oang to the sensitive
nature of sone of the information and the requirenent for confidentiality
(arising under the arbitration rules of the United Nati ons Conm ssion on
International Trade Law), annex XI| does not contain all the details that nmay be
appropriate. However, the Secretariat stands ready to provide further
information, as appropriate, to the Advisory Committee as well as during the
informal consultations of the Fifth Conmttee.

X. HEADQUARTERS CATERI NG OPERATI ONS AND THE G FT CENTRE

39. The Secretary-General wel cones the contribution and recomendati ons
contained in the report of the Ofice of Internal Oversight Services on
Headquarters catering operations (A/51/802, annex) and would |ike to assure the
General Assenbly that they were fully taken into account in the preparation of
the request for proposal fromvendors. Under the new catering contract, signed
on 29 August 1997, the catering operations at Headquarters are in ful
conpliance with the recommendati ons made by the O fice of Internal Oversight
Servi ces and endorsed by the Assenbly (resolution 51/231, para. 38). Pursuant
to the recommendation of the Assenbly, action is being taken to ensure

consi stency in policy and practice with regard to catering operations at
Headquarters and the United Nations Ofice at Geneva. Simlarly, the United
Nations Gft Centre is al so outsourced under the new contract, signed on

30 April 1997. Both contracts ensure substantial savings for the O ganization

Xl. AUDIT REPORTS

40. During the biennium 1996-1997, the Procurenment Division responded to 71
reports submitted by the internal and external auditors and the O fice of
Internal Oversight Services. The reports and the reconmendations contai ned
t herei n have been nost hel pful in further inproving the procedures and the
internal control nechani sm
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XI'1.  CONCLUSI ONS
41. As will be noted fromthe above, the recommendations, suggestions and

concerns expressed by the General Assenbly, the Advisory Commttee, the Board of
Auditors and the O fice of Internal Oversight Services have, in nost cases,

ei ther been addressed or are in an advanced stage of inplenentation.

Undoubt edly, there is always roomto inprove and to expedite the inplenentation
of the reformof the United Nations procurenent procedures, which are npostly in
pl ace, except in certain areas that require further refinenment and shar per
definition, as called for by the Advisory Conmttee. The Secretary-General is
satisfied with the considerable progress made with the reform procedures and
directives in place as well as the structure and organi zati on of the Procurenent
Di vi si on, which enhance necessary internal supervision, strengthen contro
nechani sns and provi de appropriate lines of responsibility, authority and
accountability.

42. The core of the staff in the Procurement Division is well-trained, hard-
working and notivated to carry out the tasks entrusted to them despite the
heavy denmands and tine pressures. Coordination anong the departnments and

of fices concerned has al so been further strengthened. The training of staff for
procurenent will be further intensified, and there will be full conpliance with
regul ations, rules, established procedures and directives. Bearing in mnd the
reduction in the total volunme of procurenent, the avail able staff resources
within the D vision are adequate.

43. The Secretary-Ceneral reiterates, however, that the establishnent of the
post of Director of the Procurenment Division, in order to provide the
appropriate | evel of executive direction and managenent of the Division, remnains
critical to the success of the reforms. The General Assenbly is requested to
take decisive action on this request, as it has been postponed repeatedly far
too long, nmuch to the detriment of the effective functioning of the D vision

44, The Secretary-Ceneral reiterates his full comrtnent to the reformof the
United Nations procurenent systemand to ensuring full conpliance with
regul ations and rules as well as established procedures.

45. The Secretary-Ceneral reiterates also that the reformof the current
procurenent system as urgent as it may be, cannot be brought about overnight,
especially in view of the current United Nations regul ations and rul es, which
are presently under review. Wiile there is a great enphasis on tinely
procurenment with the best value for the noney, the current rules and

regul ations, the additional demands often inposed by oversi ght bodies and the
budgetary constraints and unavailability of funds, particularly at the start of
new operations, have often created serious difficulties in the procurenent
process.

46. Accordingly, the relevant departnents and offices have been directed to
review urgently the financial rules and regulations as well as established
procedures in order to propose the necessary amendnments, with a viewto
respondi ng to exigency requirenents of peacekeeping and ot her emnergency
operations. They are also directed to enhance advance procurenment planning and



A 52/ 534
Engl i sh
Page 13

to conduct a thorough review of the question of tinely availability of funds,
whi ch has an effect on procurenent.

47. Finally, the Secretary-Ceneral w shes to express his appreciation to the
General Assenbly, the Advisory Conmittee, the Board of Auditors and the Ofice
of Internal Oversight Services, including the internal auditors, for their nost
val uabl e gui dance, reconmmendati ons and suggestions towards the reform of the
United Nations procurenent systemin order to establish an efficient,
conpetitive, fair, transparent and responsive procurenent process that ensures
t hat goods and services, including those for field mssions and in the field,
are obtained as expeditiously and cost-effectively as possible.
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TARGET DATES FOR WORK PLAN OF THE PROCUREMENT Di VI SI ON

Revi sed procurenent manua

Preparati on of an el aborated Ii st
of "exigency" situations

Revi sed gui delines for the
admi ni stration of letters
of assi st

St andard procedures for perfornmance
eval uation reports on suppliers, in
particul ar those with major contracts

Devel opnment of a single format for
the provision of data and a common
reporting systemfor procurenent
undertaken in the field and at
Headquarters under the responsibility
of the Secretary-Cenera

To be issued during the first
quarter of 1998

March 1998

March 1998

Decenber 1998

March 1998
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Annex 111
PROCUREMENT DI VI SI ON SUPPLI ERS BY COUNTRY OF ORIG N
Country Regi st er ed Provi sional ly Country Regi st er ed Provi sional ly
Angol a Monaco 1
Argentina Mongol i a 1
Australia 33 6 Mor occo 1
Austria 14 6 Nami bi a 1
Bahr ai n 1 Net her | ands 70 10
Bel gi um 24 10 Ni geri a
Bangl adesh 2 2 New Zeal and 4 1
Bot swana 1 Oman 1
Brazi | 1 Papua New Gui nea 1
Bul gari a 18 Phi | i ppi nes 1
Canada 62 26 Pol and 3 2
Czech Republic Nor way 29 10
Chi na 10 Por t ugal 3 2
Cyprus Republ i c of Korea 3
Denmar k 53 7 Romani a 1 2
Egypt 2 1 Russi an Federati on 8 5
Et hi opi a 1 Saudi Arabia 9
Fiji 1 Si ngapor e 8
Fi nl and 31 1 Sl ovaki a 1
France 84 20 South Africa 18 6
Ger many 81 12 Spai n 18 60
Ganbi a 1 1 Sri Lanka 2
Ghana 1 Sl oveni a 10
G eece 3 Sweden 32
Guat enal a 1 Swi tzerl and 22
Hungary 1 Thai | and 1
I ndi a 45 3 Trini dad and Tobago 1
I ndonesi a 2 Tuni si a 2
Irel and 10 2 Tur key 9 2
I srael 16 Ukr ai ne 1
Italy 46 8 United Arab Emirates 2
Cote d'lvoire 1 Uni ted Ki ngdom of 216 52
Japan 29 5 go??}]erBal } ?:elnaggd
Jor dan 1 2
Kenya 5 2 Uni ted Republic of 1 1
Lebanon 4 Tanzani a
Li echtenstein 1 United States of 935 654
Li beri a 1 Ameri ca
Luxembour g 1 1 Ur uguay 1 1
Mal aysi a 7 Zaire 1
Mal ta 1 1 Zi mhabwe 6
Mexi co 2 Tot al 2 027 962
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Annex |V
SUMVARY OF APPROVALS FOR THE HEADQUARTERS COWM TTEE ON CONTRACTS
AND LOCAL COWMM TTEES ON CONTRACTS EFFECTI VE 15 AUGUST 19962
(United States dollars)
Local Headquarters
conmi ttees Committee
Bi ddi ng on contracts on Contracts
Ofice t hreshol d t hreshol d t hreshol d
Procurenent Division at Headquarters 25 000 Not applicabl e Over 200 000
Departnent of Peacekeeping Operations (letters of
assi st only) — — Over 70 000

United Nations Ofice at Geneva,
United Nations Ofice at Nairobi,
United Nations Office at Vienna 25 000 Over 150, 000 Not applicabl e

Regi onal commi ssions, international tribunals and
UNI KOM UNDOF, M NURSO, UNOM G, UNOM L, M NUGUA,
UNTSO, UNFI CYP, UNIFIL, MONUA, UNPF, UNM BH,

UNTAES, UNCRO, UNPREDEP, UNOHCI, UNTM H 20 000 50 000-200 000 Over 200 000
United Nations Logistics Base at Brindi si 20 000 — Over 50 000°¢
United Nations Mlitary Observer Goup in India

and Paki st an 20 000 40 000 Over 40 000°

United Nations M ssion of OCbservers in Tajikistan,

United Nations Special M ssion to Afghanistan

(Ofice of the Secretary-General in Afghanistan),

O fice of the United Nations in Burundi 10 000 — Over 10 000°

2 Procurenment thresholds are in accordance with financial rules 110.17 (a) (i), (d) (i),
(e) (i), (f) and 110.19 (a).

® UNIKOM United Nations Irag-Kuwait Observation M ssion; UNDOF, United Nations Di sengagement
Observer Force; M NURSO, United Nations Mssion for the Referendumin Western Sahara; UNOM G, United
Nati ons Observer Mssion in Georgia; UNOML, United Nations Observer Mssion in Liberia; M NUGUA
United Nations Mssion for the Verification of Human Ri ghts and of Conpliance with the Conmitnents
of the Conprehensive Agreement on Human Rights in Guatenala (renanmed, on 27 March 1997, in
accordance with General Assenbly resolution 51/198 B, the United Nations Verification Mssion in
Guatenmnl a); UNTSO, United Nations Truce Supervision O ganization; UNFICYP, United Nations
Peacekeeping Force in Cyprus; UNIFIL, United Nations Interim Force in Lebanon; MONUA, United Nations
Observer M ssion in Angola; UNPF, United Nations Peace Forces; UNMBH, United Nations Mssion in
Bosni a and Herzegovi na; UNTAES, United Nations Transitional Adm nistration for Eastern Slavonia,
Baranja and Western Sirmunm UNCRO, United Nations Confidence Restoration Operation in Croatia;
UNPREDEP, United Nations Preventive Deployment Force; UNOHClI, United Nations O fice of the
Humani tarian Coordinator for lraq; UNTMH, United Nations Transition Mssion in Haiti.

¢ Only cases over the $200,000 threshold are forwarded by the Procurenent Division to the
Headquarters Committee on Contracts.
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Annex 1 X
TOP 25 COWODI TI ES AND SERVI CES PURCHASED BY THE
PROCUREMENT DI VI SI ON
(January-June 1997)

Conmmrodi t y/ servi ce US$
Architectural and construction services 38 060 213. 28
Air transportation 27 360 049.75
Food rations and catering 21 491 888.54
Mai nt enance and repair 16 984 599.01
Trade and busi ness services 12 268 521.13
Fi nanci al services and insurance 10 825 900. 00
Mot or vehicles, ancillary products and services 8 827 962. 48
Legal services? 5 721 098. 18
O fice, accounting and conputing nmachi nery 4 944 820. 80
Tel econmuni cati on equi prent and services 4 724 589. 38
Paper and paper products 2 093 231.65
Shi ppi ng and frei ght forwarding 1 819 274.27
I nf ormati on technol ogy 1 515 877.45
Audi o- vi sual equi pnent 1 260 717.45
Furniture 975 723.57
Machi nery, special purpose 732 456. 87
Uni f or ms 484 889. 03
Textile articles 416 328.81
Medi cal and pharnaceutical products and services 311 632.13
Manuf acture of electrical machinery and precision instrunments 289 624.15
Machi nery, general purpose 266 349. 86
Research on social services 228 891. 20
Envi r onment 184 457.00
Trai ni ng 179 964. 56
Fabricated netal products, except machinery and equi pnent 167 189.75

a2 Covers not only | awers' services, but other categories of services such
as inspections for oil and food for Iraq in the anmount of $4 mllion.
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Annex Xl |

SUMVARY OF ARBI TRATI ON CLAI M5 SI NCE 1995

Total claim
d ai mant Nature of claim (US$)

Skyl i nk Aviation, Inc. Cains arising from or 30 mllion
relating to aircraft
charter agreements for
various peacekeepi ng
operations

Evergreen Helicopters, Inc. dains arising fromor 1.2 mllion
relating to aircraft (may be suppl enent ed)
charter agreenents for
the United Nations
Qperation in Sonalia
(UNOCSOW) and the United
Nati ons Angol a
Verification M ssion

( UNAVEM)
Commerci al contracting Clains arising from 590 000
est abl i shrrent contract for construction

nmanagenment and

engi neering services for
the United Nations
Transitional Authority in
Canbodi a ( UNTAC)

Candy Logistics Ltd.? Clains arising from or 11.2 mllion
related to contract for
frei ght forwarding
services for UNOSOM

Pet er Kenya? C ai ns agai nst UNDP 1.74 mllion
arising fromor relating
to contract for
architectural and
construction supervision
servi ces

@ Cases in which an arbitration agreenent is to be negotiated but
arbitration proceedi ngs have not yet been commenced.



