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AUDIT REPORT

Audit of the use of consultants at United Nations Headquarters

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of the use of consultants at
United Nations Headquarters (UNHQ), New York.

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations, and rules.

3. The Secretary-General's bulletin ST/SGB/177 of 19 November 1982 established the policies for
obtaining the services of individuals on behalf of the Organization, including consultants. A number of
administrative instructions (Als) have subsequently been issued detailing the procedures to be followed
for each type of consultancy engagement. At the time of the audit, the Office of Human Resources
Management (OHRM) was revising ST/AI/1999/7, which governs the use of consultants.

4. ST/A1/1999/7 defines a consultant as an individual who is a recognized authority or specialist in a
specific field of study, engaged by the United Nations under a temporary contract only for a specific
period of time to deliver a specific output, as specified in the Terms of Reference (ToR), in an advisory or
consultative capacity. A consultant should possess special skills or knowledge not normally possessed by
the regular staff of the Organization and for which there is no continuing need. A consultant should be
selected from among highly qualified candidates in their specific field of expertise and a wide number of
nationalities on the basis of a reasoned and documented process as the most competent person for the
work.

5. Departments and offices are responsible for ensuring that the services to be rendered fulfill the
conditions of the definition for a consultant and decisions on selection and all matters of substance are
taken in accordance with the provisions of the present instruction. Executive offices or administrative
units in offices away from Headquarters (OAHs) are responsible for preparing and processing the
contracts in accordance with the Financial Rules and Regulations and provisions of the present
instruction. OHRM provides policy guidance and monitors compliance by departments and offices with
all the terms, conditions and requirements of the present instruction. OHRM also approves all requests
for consultants hired at UNHQ.

6. Table 1 shows the number of consultancy engagements and expenditures at UNHQ for the period
from 2008 to 2011.
Table 1: Statistics on use of consultants at UNHQ from 2008 to 2011
2008 2009 2010 2011%*
Number of consultancy engagements 765 807 968 627
Contract value (in millions) $19.8 $18 $26.3 $15.1

(*) 2011 figures are as at 30.09.2011

7. Comments provided by OHRM are incorporated in italics.




II. OBJECTIVE AND SCOPE

8. The audit was conducted to assess the adequacy and effectiveness of the governance, risk
management, and control processes in providing reasonable assurance regarding the effective and
efficient hiring and use of consultants at UNHQ.

9. The key controls tested for the audit were: (a) regulatory framework; and (b) oversight. For the
purpose of this audit, OIOS defined these key controls as follows:

(a) Regulatory framework - controls that provide reasonable assurance that policies and
procedures exist to govern and guide the use of consultants. Regulatory framework includes staff
regulations and rules, administrative instructions, guidelines and operational procedures; and

(b) Oversight mechanisms - controls that provide reasonable assurance that hiring and use
of consultants by departments and offices are monitored and analyzed by OHRM. This includes
approval of consultancy contracts at UNHQ, monitoring of selected performance indicators, and
biennial reporting to the General Assembly.

10. The key controls were assessed for the control objectives shown in Table 2.

11. OIOS conducted the audit from September 2011 to February 2012. The audit covered the period
from January 2008 to September 2011.

12. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness. OIOS reviewed a sample of 40
consultancy files maintained at UNHQ and analyzed consultancy data extracted from the Integrated
Management Information System (IMIS) for 3,167 consultancy contracts issued during the period. OIOS
also reviewed the latest Secretariat report to the General Assembly on consultants and tested the accuracy
and completeness of information contained therein.

13. Consultants hired by OAHs, regional commissions and field missions were not included in the
scope of the audit as the respective Human Resources Offices at these locations approve requests for
consultants and maintain the related files.

III. AUDIT RESULTS

14. OHRM governance, risk management and control processes examined were partially
satisfactory in providing reasonable assurance regarding the effective and efficient hiring and use of
consultants at UNHQ. The existing regulatory framework did not ensure full compliance by
departments and offices in engaging consultants, particularly in the areas of selection and documentation
of the process. Oversight mechanisms for monitoring compliance were also limited in terms of the
information technology systems and tools used. OIOS made one important recommendation to address
issues identified in the audit. OHRM accepted the recommendation, and is in the process of
implementing it.

15. The initial overall rating was based on the assessment of key controls presented in Table 2 below.
The final overall rating is partially satisfactory as implementation of one important recommendation
remains in progress.



Table 2: Assessment of key controls

Business objective | Key controls Control objectives

Efficient and | Accurate Safeguarding | Compliance

effective financial and | of assets with

operations operational mandates,

reporting regulations
and rules

Effective and (a) Regulatory Partially Partially Partially Partially
efficient hiring framework satisfactory satisfactory satisfactory satisfactory
and use of (b) Oversight Partially Partially Partially Partially
consultants mechanisms satisfactory satisfactory satisfactory satisfactory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Regulatory framework

Administrative instruction on consultants is being updated

16. Engagement of consultants is governed by ST/AI/1999/7, which is currently being updated. The
present audit, as well as previous audits by both OIOS' and the Board of Auditors on the use of
consultants, identified a number of shortcomings that the new Al must address to ensure the selection of
consultants is competitive and adequately documented. For example, the current Al requires that a
consultant should be selected from among highly qualified candidates and a wide number of nationalities.
However, frequently only one candidate was proposed, or the information on the number of consultants
evaluated was not available in the case files.

17. OIOS reviewed the draft Al, which aims to make the selection of consultants more competitive
and transparent, and noted the following.

a. Advertisement in INSPIRA

18. The draft Al includes a requirement to advertise in INSPIRA all consultancies that are expected
to exceed six months. Since a contract initially established for a period of less than six months could be
extended through an amendment, or a new contract could be established with the same consultant to
replace an expiring contract of less than six months, this requirement could be easily circumvented.

b. Establishment of departmental rosters

19. The draft Al makes it the responsibility of processing offices to maintain departmental rosters of
consultants; however, it does not establish any criteria for including consultants in the roster. Reasonable
criteria could include satisfactory evaluation of a response to a previous consultancy advertisement, past
satisfactory performance, recommendation by another UN entity, etc. Further, the usefulness of such
rosters could be enhanced if rosters are maintained at a central location accessible by all departments and
offices and there are adequate arrangements to ensure that they are updated continuously.

' AN2007/540/02 - Audit of the use of consultants and individual contractors by DESA, AE2009/345/01 - Audit of
Human Resources Management in UNCTAD and AP2009/640/07 - Hiring and payment procedures for consultants
in UNOCI



c. Verification of academic and professional credentials

20. While the draft Al provides some more guidance on the process to verify the academic and
professional credentials of the candidate recommended for selection, it does not define the nature of
verification to be conducted. Processing offices verify a prospective consultant’s credentials only by
reviewing the candidate’s Personal History Profile. OHRM should clarify the extent of verification to be
carried out.

d. 24-month limitation of a consultancy service over a period of 36 months

21. The draft Al maintains the same provision in the ST/AI/1999/7 regarding the time limitation on
consultancy services, which requires that in order to limit the repeated use of the same consultants, either
to perform different tasks within the work plan or a series of tasks within the same project, no consultant
shall provide services for more than 24 months in a 36-month period. In 6 out of the 40 cases reviewed,
contracts were extended beyond 24 months with OHRM approval, i.e. from 25 to 35 months paid
services, In OIOS’ opinion, such practices do not conform to the time limitation requirement, whose
purpose is to limit the repeated use of the same consultants.

22. The draft Al states that consultants may be hired only when the assignment is of temporary nature
and the tasks are capable of being performed within a limited and specified period of time. It further
requires that in areas where consultants are frequently hired for a period of more than one year, the head
of department or office should submit proposals, where necessary, for the establishment of posts to be
filled by staff members. The latter point was reiterated by the General Assembly in its resolution 65/247.
An analysis of all consultancy engagements for the period from January 2008 to September 2011 showed
that 5.5 per cent of the time, consultants were paid for services for more than a year.

23. Based on the cases reviewed, information technology related consultants were generally hired for
periods exceeding one year. For example, there were consultants working for the Talent Management
(INSPIRA) project for two years or more. Better planning and management of projects and the associated
human resources requirements are essential for selecting the appropriate means to meet such needs, i.e.
establishment of a position, temporary appointment, individual consultancy engagement or corporate
consultancy, etc.

e. Mandatory 6-month break in service

24, ST/A1/2010/3 Section 6.11 (previously ST/AI/2006/3) states that consultants may not apply for or
be appointed to any position in the Professional or above categories within six months of the end of their
current or most recent service. Of the 40 cases reviewed, none of the 4 consultants who were
subsequently appointed complied with this requirement.

25. In three of the cases, the positions were funded by General Temporary Assistance (GTA) funds,
and as GTA is not a funding mechanism for established positions, the approving officers at OHRM were
of the view that the rule did not apply. OHRM explained that this practice has been discontinued and the
draft AI will include a new provision specifying that the 6-month mandatory break in service will apply
irrespective of the source of funding.

f. Performance evaluation

26. In general, the departments or offices that used consultants did not submit copies of performance
reports to OHRM. Although the consultants’ performance may have been evaluated as this is required by
the Accounts Division to approve the payments, OHRM still needs to be provided with the performance



reports to fulfill its central monitoring role. OHRM stated that the new Al will require processing offices
to submit performance reports only when an unsatisfactory rating is given.

27. To ensure the successful implementation of the new Al, OHRM needs to develop a plan to
monitor the measures put in place by processing offices to implement the new provisions.

Recommendation 1 below addresses this issue.

There is a need to reassess the range of consultancy fees

28. Consultant fees were last revised on 1 January 2010. However, there was a separate fee schedule
for training and staff development consultants, which was established in 1999 in a memo approved by the
Assistant Secretary-General (ASG)/OHRM, that included fees that were significantly higher than the rates
for other consultants, i.e. the daily rate range for the general consultants was $260 to $700 per day while
for trainers and instructors, it was $500 to $1,500. At the time of the audit, OHRM was reviewing the
consultancy fees to streamline the rates and establish one framework for remuneration of all consultants.
A review of selected files showed that some consultants referred to fees paid by other UN agencies to
justify their requested rates. Therefore, it would be useful to consult with other UN agencies, funds and
programmes before establishing rates to promote consistent rates throughout the UN system. OHRM
commented that it would consult with other United Nations agencies, funds and programmes in respect of
consultants' fees.

B. Oversight mechanisms

Monitoring by OHRM needs to be enhanced

29. ST/A1/1999/7 Section 9.3 provides that OHRM shall monitor compliance by departments and
offices with the provisions of the present instruction. IMIS was not adequate in assisting OHRM in
discharging its monitoring role effectively. For example, staff at the Human Resources Policy Service
who develop policies, and staff at the Learning, Development, and Human Resources Services Division
who approve each consultancy request at UNHQ cannot produce reports or statistics on various aspects of
the use of consultants. To monitor the requirement on the 24-month term limitation on the duration of
contracts, the cumulative period of the engagement is manually recorded in the case files, which is very
cumbersome, susceptible to human error and not amenable to analysis. Moreover, contract start and
expiration dates in IMIS could be overwritten when contracts are extended, limiting the effectiveness of
reviews on the durations of contracts that could be performed.

30. In the absence of appropriate reporting systems, the hiring of consultants by OAHs and
departments where authority had been delegated, i.e. TCMS/DESA and DFS, was not reviewed.
Although OHRM has introduced the Human Resources Management (HRM)-Scorecard, an Organization-
wide monitoring tool with strategic performance indicators related to human resources management, it
does not cover all aspects of monitoring, e.g., it does not monitor the selection process, scale of fees paid,
performance evaluation, etc. OHRM needs to ensure that there is effective monitoring of use of
consultants across the Organization, including those where authority is delegated.

31. During the audit, the requirement that every consultancy request at UNHQ should be approved by
OHRM has also been reviewed. There were differing views amongst OHRM managers about the value
added by OHRM review of each and every request regardless of the amount of the proposed contract. In
light of the shortcomings noted, OIOS is of the view that the existing approval process should be
maintained until there is greater compliance by departments and offices with established procedures, and



adequate monitoring mechanisms are designed and implemented by OHRM to replace the detailed
operational (transactional) monitoring.

(1) OHRM should develop an action plan for monitoring the implementation by the
processing offices of the requirements in the new administrative instruction on consultants
and individual contractors, including advertisement in INSPIRA, establishment of rosters,
verification of credentials, limitation of contract duration to 24 months in a 36-month
period, mandatory break in service for 6 months, and performance evaluation.

OHRM accepted recommendation 1 and stated that it has been in the process of creating the
functionality within INSPIRA to advertise consultancy vacancies. Significant progress has been
made and the functionality will be tested on a pilot basis with three Nairobi-based offices (United
Nations Office at Nairobi, United Nations Environmental Programme and United Nations Humans
Settlements Programme) during the third quarter of 2012. During the hiring process of consultants
both Programme Managers and Authorizing Officers will have sufficient information in INSPIRA to
verify the candidates’ credentials as well as have access to information on current and past
engagements, including duration of service, and evaluations of performance. Finally, the tool will
include a functionality to both establish and use global rosters of consultants in INSPIRA.
Recommendation 1 remains open pending receipt of evidence that functionalities have been built
within INSPIRA, which would ensure implementation of the requirements of the new administrative
instruction on consultants.

The Secretariat’s report to the General Assembly on consultants could be improved

32. The latest biennial report to the General Assembly regarding consultants was complete in terms
of the gross number of consultants and total value of expenditures. It includes various data on the use of
consultants, however, trend analyses at the entity level over a period of time, and a narrative on the main
reasons for resorting to using consultants could improve the value of the report, and help the readers
better interpret the raw data presented. For example, the report indicated that the largest number of
consultancy engagements (36 per cent) was for ‘administrative services’, without providing any further
explanation as to what this actually meant. An identification of the factors contributing to the use of
consultants, e.g. increased use of consultants in specific areas such as information technology, could help
the Organization in finding more appropriate and effective ways of meeting its skills requirements.

33. The report stated that there were 878 engagements with durations of more than a year for the
period 2008/2009. However, multiple contracts and/or cumulative contract amendments with the same
consultant exceeding one year were not reported. Further, the report did not provide information on the
average consultancy fees paid by the Organization and the exceptions authorized to fee schedules.

34, OHRM could improve the biennial reporting to the General Assembly on the use of consultants
by including trend analyses at the entity level over a period of time and providing narratives to explain the
trends. OHRM commented that it did not have the capacity to provide trend analysis on the use of
consultants, and in terms of narratives to explain trends, this was part of the budget process where
entities explain why they need consultants.
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