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Introduction

1. The present document provides the Director-
Gengrd’s comments on the repot of the Externd
Auditor covering the period 1998-1999 (PBC.16/4-
IDB.23/3).

I. GENERAL COMMENTS

2.  The Director-Generd apprecides the report,
which contans usful  andyses  obsavadions  ad
recommendations He dso wedcomes the new format,
which fadilitates reading. The Director-Generd acknow-
ledges that the audit funcion is bessd on citicd
asessmet, as implied in paragraph 4 of  document
IDB.23/3-PBC.16/4, and is graeful to the Externd
Auditor and her team for their condructive eff orts.

3. In gened, the Director-Generd suggests that the
report be conddered againg the background of the
exdremdy difficult circumgtances under which he had to
manage the Organization during the reporting period, as
wdl as the improvements achieved despite those diffi-
culties The report makes no mention of the implemen-
taion of the dodf sgadion programme a the
begiming of 1998, which wes a paticulaly dSgnificant
dallenge While the Generd Conference reguested the
Director-Gengrd  to  implement the gaf  reduction
programme, Member States did not provide the requisite
funds The Director-Gengd swiftly implemented the
progranme with disoursements of only $109 million,
o $9 million les than the $159 million origindly
edtimated.

4, Thee wee d numeous improvements in the
adminigrative and finendd manegement of  the
Organization, as acknowledged on severd occasons by
Member Saes induding the dghth sesson of the
Gengrd Conference. Finandd management and  contral,
inter alia, notably improved during the reporting period.
Dexpite ddayed and unpredictable payment of assessed
contributions, the finandd gtudtion of UNIDO has
been dabilized. Smilarly, as shown in paragrgphs 5 to 7
bdow, Management Informaion  Service  (how
Infformation  Technology and Knowledge Management
Section) was turned around during 1999, and there is a
coneensus that a new era hes darted for information
technology in UNIDO.

[l. SPECIFIC COMMENTS
M anagement I nformation System (paras. 78-80)"
5.  The Director-Generd does not share the con

clisons of the audit report on MIS. As regards the year
2000 (Y2K) problems, it should be pointed out thet

! Chapter titles refer to those in the report of the
Externa Auditor (IDB.23/3-PBC.16/4.

UNIDO has many dectronic dataprocessng systems on
a pattion of the IAEA manfrane computer, and
accounting systems are only a pat of those An amount
of $750,000 was spent to make al UNIDO computer
sydems Y2K compliant, and not only the accounting
sydems. UNIDO systems on the IAEA mainframe are
worth sved million dolas  Conddaing tha the
trandtion of dl sygtems to a moden diet-server
sygem is a multi-year, multi-million dollar project thet
entails condderable risks an invesment of $750,000 to
gan time was not a waste of resources. Moreover, the
Y2K work enabled UNIDO to sdect the best solution to
replace its entire computer sysems in a cadm, objective
and professond manne.

6. Concaning the audit opinion tha UNIDO should
have acquired off-the-shdf progranmes early in 1998, it
must be pointed out that the Director-Generd at that
time had to ded not only with MIS issues but dso with
may other presng ad citicd  trandformation
matters—induding a mgor daf reduction exercise—
within extremdy limited finendd and human resources.
The large amount of funds reguired to modemnize the
achdc sydems was dmply not avaladle in 1998. A
futher dimendon resits from the inauffident manage-
ment atention to MIS in the past decade, with the
conseguence that  the  accumulaed  MIS-rdaed
problems were enormous. Solutions regured a draegic,
indepth  andyds, induding a review of courss of
actions taken by IAEA and other United Nations
organizations (such as IMIS—the Integrated Manage-
ment Informatiion Sygtem of the United Naions). The
Cross-Organizationd Team on MIS (COT) was crested
in early 1998 precisdy for those ressons.

7. The COT recommenddions were issued in June
1998, and most had been implemented by early 2000
despite meager resources, tremendous time pressure and
cother priority requirements (such as the need to address
Y2K isues). These accomplishments were possible
because of drong management commitment and the
dedication of MIS g&ff. A new era for UNIDO MIS has
dated & lagt, as illustraed by the inddlaion of a
modern IT network, new PCs and paticualy the
introduction of the new finandd sysems bassed on a
commercid package adopted by IAEA, with which
organiztion reguar oottt is  mantaned. The
Director-Generd is corvinced that ddaying the imple-
mentation of the new finendid sysems until ealy 2000
was the gppropriate course of action.

Reconstruction of Gate 1 of the Vienna International
Centre (paras. 81-88)

8. The cods for modficaion of Gae 1 were
induded in the rdevant budget submissons for
Buildings Management for the 1996-1997 biennium. By
approving the UNIDO budgets (which induded Gae 1)
the Member States gpproved the budgetary provisons



relaed to the subject project. It is nether practicd nor
economicd  to indude deals of dl proects ad
adtiviies of the Organization in the programme ad
budget document.

9. Haing sad tha, the Director-Generd recognizes
tha the manner in which the Gate 1 recondruction was
handled has been less than saifactory. It should be
noted that when he became aware of the sStudion in
ealy 1998, work was in progress and the firm
commitment that had been made to other VIC-based
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oganizeions in 1997 preveted ay revesd of the
decison. In recognition of the problems the Director-
Generd has taken meesures to prevent a recurrence of
these incidents induding the sydem of dedson
meking pataning to adtivities under joint and common
VIC savices.

1. ACTION REQUIRED OF THE COMMITTEE

10. The Committee may wish to teke note of the
information provided in the present document.



