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Audit of maintenance and building
services provided by the Office of
Central Support Services at
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Overall results relating to the Office of
Central Support Services’ governance, risk
management and control processes in
providing reasonable assurance regarding
the efficient and effective management of
the maintenance and building services were
partially satisfactory. Implementation of
seven important recommendations remains
in progress.
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AUDIT REPORT

Audit of maintenance and building services provided by the Office of Central
Support Servicesat Headquarters

l. BACKGROUND

1. The Office of Internal Oversight Services (OlOS)ndocted an audit of maintenance and
building services provided by the Office of Centgalpport Services (OCSS) at Headquarters.

2. In accordance with its mandate, OIOS provides as®er and advice on the adequacy and
effectiveness of the United Nations internal canggstem, the primary objectives of which are telep

(a) efficient and effective operations; (b) accertancial and operational reporting; (c) safedusay of
assets; and (d) compliance with mandates, regonkaaad rules.

3. The Plant Engineering Section (PES) of the Faedlitnd Management Service (FMS) in OCSS
is responsible for providing maintenance and bugdservices for the Secretariat buildings and other
United Nations leased buildings in New York. PES laatotal of 83 posts; it was headed by a Section
Chief supported by two Professional, five Genemlvi8e and 75 Trades & Crafts staff members. PES
had three units, 10 shops and one sub unit as shelow.

Chart 1
Organization structure of PES

FACILITIES MANAGEMENT SERVICE

PLANT ENGINEERING Materials Management Sub-Unit
SECTION (Stock Room)
I |
1 Mechanical Electrical & | _|Maintenance and Alteration| _| Custodial Unit
Plumbing Unit Unit
HVAC Shop General Maintenance/Paint Sign Shop
Shop
Plumbing Shop Machine/Hardware Shop Garden Shop
Electrical Operations and Carpenter Shop Upholstery Shop
Maintenance Shop
Carpet Shop

Source: PES



4, PES used in-house staff as well as services framractors to carry out its operations. As at 31
December 2012, there were 28 contracts with neixteeed (NTE) amounts totalling approximately $100
million for the provision of various services. PBBSo used Blanket Purchase Orders (BPO) to procure
small value items for maintenance on an as needsis.blotal expenditures incurred on contracts and
BPOs during period 2010-2012 were as follows:

Table 1: Total expenditureson contracts and Blanket Purchase Orders during 2010-2012
(United States dollars)

2010 2011 2012 Total

Contracts 14 310 112 13 932 261 14 338 152 42 580 525

Blanket Purchase Orders 295221 446 994 466 135 1 208 350

Total 14605333 14 379 255 14 804 287 43 788 875
Source: PES
5. Comments provided by Department of Management (Bid)incorporated iitalics.

1.  OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequadsffectiveness of the OCSS governance, risk

management and control processes in providing nedd® assurance regarding thHicient and
effective management of maintenance and building services provided at Headquarters.

7. The audit was included in the 2013 OIOS risk-basedk plan due to the risk that failure to
adequately maintain United Nations’ facilities mégad to an unproductive and unhealthy work
environment for occupants.

8. The key control tested for the audit was regulatoaynework. For the purpose of this audit,
OIOS defined this key control as the one that mlesireasonable assurance that policies and presedur
(i) exist to guide the management of maintenancdebaniding services; (ii) are implemented considien
and (iii) ensure financial and operational inforioatis reliable and produced with integrity.

9. The key control was assessed for the control diggcshown in Table 2.

10. OIOS conducted the audit from February to May 20Ithe audit covered the period from
January 2010 to December 2012 and assessed thielsontplace to plan and provide maintenance and
building services including the management of amtt, work orders, BPOs and the stock room.

11. OIOS conducted an activity-level risk assessmendeatify and assess specific risk exposures,
and to confirm the relevance of the selected keptrots in mitigating associated risks. Through
interviews, analytical reviews and tests of costr@10S assessed the existence and adequacy rmofinte
controls and conducted necessary tests to deterthiie effectiveness. The cleaning and electrical
maintenance contracts, with NTE amounts of $48oniland $35 million respectively, were selected for
detailed review. A sample of purchase orders raggginst BPOs was examined from initiation to ngtcei
and payment. The process of capturing data relatingvork orders in the Customer Relationship
Management application (called iNeed) and the plec@ reports generated by FMS Help Desk were
reviewed to assess the work order management [groces



1. AUDIT RESULTS

12. OCSS governance, risk management and control esexamined were assessegasially
satisfactory in providing reasonable assurance regardiffgcient and effective management of
maintenance and building services provided at Headquarters. OIOS made seven recommendations in
the report to address issues identified in the ta@verall, controls were adequately designed and
implemented to ensure effective monitoring of cactrperiods and NTE amounts and processing of
related invoices. Regular reports on the statusvafk orders were prepared and completion rates
monitored against standard turnaround times estai for various services. FMS also prepared a
Building Manual, which provided guidance on the amement of the buildings operations and
maintenance. However, performance evaluation ofcthr@racts was not done on an annual basis and
minutes of meetings with contractors were not daanted. PES also did not maintain adequate stock
records to control physical inventories of itenkaurthermore, the receiving and inspection procesifoe
stock items purchased through BPOs were not follbresulting in inadequate segregation of duties and
weaknesses over safeguarding of assets.

13. The overall rating is based on the assessmenedey control presented in Table 2 below:

Table 2: Assessment of key controls

Control objectives

Efficient and Accurate Compliance with
Business objective | Key control . financial and | Safeguarding of mandates,
effective : )
. operational assets regulationsand
operations )
reporting rules
Efficient and Regulatory |Partially Partially Partially Partially
effective framework |Satisfactory Satisfactory Satisfactory Satisfactory

management of
maintenance and
building services at
Headquarters
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A. Regulatory framework

Control activities support contract management,ganformance evaluation was not done annually

14. OIOS reviewed two of the highest valued contractsaged by PES, the Electrical Preventive
Maintenance and Installation Contract - PD/CO114#lBctrical contract) and Custodial Cleaning and
Maintenance Contract - PD/C0O227/10 (cleaning ceitr&ES implemented adequate control activities
to monitor the contract period and NTE amounts, smgrocess payment of the invoices for both
contracts. PES used the services of an indepermbasultant to conduct quarterly inspections of the
cleaning contractor’'s performance at the Uniteddwat campus at Headquarters. OIOS considered this
to be an efficient approach for supporting a cleaw healthy environment of the United Nations
buildings.

15. The Procurement Manual required the requisitionembnitor and evaluate annually vendors’
performance against agreed performance measureonégiia. However, PES did not conduct any
performance evaluations of contracts examined b®3)lin 2011 and 2012. Furthermore, while the
cleaning contract included key performance indica{&Pls), the electrical contract established 002



did not; rather it stated the basis on which thatre@tor would be evaluated without specifying the
measurement criteria or expected targets. Withegular performance evaluations and specific KPIs,
there was the risk that issues affecting servideeatg would not be detected and addressed on elyim
basis.

(1) OCSS should specify performance evaluation criteria in all contracts and evaluate the
performance of the contractors supplying maintenance and building services to the
Facilities M anagement Service annually.

DM accepted recommendation 1 and stated that tbemenendation was based on two contracts
that were reviewed by OIOS, one of which was afifsignt age. The establishment of performance
evaluation criteria is a common practice in estahing contracts now. The annual review will be
conducted as recommend&kecommendation 1 remains open pending submissitreatports or|
the evaluation of the performance of the electrécal cleaning contractors conducted as required by
the Procurement Manual.

Minutes of meetings with contractors were not doentad

16. Both contracts examined by OIOS required that mgstbe held with the contractors during the
contract period; however, there were no recordb®ineetings. PES explained that while meetinge wer
held periodically, there were no formal minutespared to evidence discussion points or meetingsdate
PES was unable to confirm the frequency of the mgetheld and issues discussed. Consequently, there
was no record of actions agreed to be taken bydbpective parties and their target dates to fatli
follow-up and for future reference.

(2) OCSS should document the minutes of meetings held between the Facilities M anagement
Service and its contractorsto record the issues discussed and actions agr eed.

DM accepted recommendation 2 and stated that ngetmill be recorded as recommended.
Recommendation 2 remains open pending submissidheominutes of meetings held with the
electrical and cleaning contractors.

Activities related to Blanket Purchase Orders nddédde reviewed

17. PES used BPOs to procure low value ($4,000 or kessjrring items. Each year PES submitted
requisitions for BPOs to the Procurement Divisi®D) usually in January. The approval process took
approximately two months resulting in difficultiésr PES in procuring items required during thetfirs
guarter of the year. PES explained that by theadmdarch 2013 they were still awaiting approval id

of the 22 BPOs requested for 2013. There was #iethiat delays in processing BPOs could hold up
fulfilling service requests. PES explained thatytirad raised with PD the option of submitting BPO
requests to PD in the last quarter of the yeamtbke timely procurement in the coming year, butewe
informed that it was not feasible at that time. Rig&ed to pursue this matter again with PD.

18. Items procured using BPOs were not inspected byRhbeeiving and Inspection Unit and
recorded by Property Management and Inventory @bhtnit (PMICU), where applicable, as required
by the Procurement Manual. The receipt and inspedtinction was performed by PES and only for
payment purposes. There was therefore inadequgtegstion of duties between the requisitioning and
the receipt functions.



(3) OCSS should review the timing of the submission of requests for Blanket Purchase Orders
by the Facilities Management Service to the Procurement Division to ensure they can be
processed and approved in atimely manner.

(4) OCSS should ensure that all items purchased by the Facilities Management Service using
Blanket Purchase Orders are inspected by the Receiving and I nspection Unit and, where
applicable, are bar coded and recorded by the Property Management and Inventory
Control Unit in accordance with existing procedures.

DM accepted recommendation 3 and stated this velladdressed during the renewal phase of
blanket purchase orders for 2014 and should be éemginted by end 201Recommendation 3
remains open pending submission of results of évéew undertaken to process BPOs in a more
timely manner.

DM accepted recommendation 4 and stated that PE&,Receiving and Inspection Unit and
PMICU will review the cases referenced and reviserrant procedures as required.
Recommendation 4 remains open pending submissiorevded procedures to independently
inspect and where appropriate bar code and retargsipurchased under BPOs.

Inadequate stock management

19. PES did not maintain adequate stock records fantory items. Up to 2010, FMS maintained
inventory records in a system application called2MPhis was replaced with a Customer Relationship
Management application (called iNeed), which waseexed to have functionality for stock management.
However, this functionality was unavailable; theref PES did not maintain stock records from 2010
onwards. In April 2012, FMS implemented an intestack room management system while awaiting the
deployment of Umoja, the Enterprise Resource Progra (ERP) solution.

20. During April to October 2012, approximately 45 pant of stock holdings were counted and

recorded. However, due to ongoing work pressurestipte locations being operated during the Capital
Master Plan (CMP) project and the impact of storamdy, the counting and recording of stock was
discontinued. As a result, stock records remaimemplete. Furthermore, stocks were held at six
locations to which all the foremen had access & k#ys, which diffused responsibility for physical

controls over the items.

21. OIOS was therefore unable to verify the accuracythef stock records. With inaccurate or
incomplete stock records and diffused physical bt there was the risk of loss, theft or
misappropriation of items due to lack of awareradsactual stock position.

22. The interim stock management system also had maniations that may result in the eventual
stock report being inaccurate, incomplete and igade including:

0 Stock data prone to errors and omissions duringregmization of recording devices used;
0 Lack of an audit trail of stock movement; and
0 Stock data not showing the closing stock quantity ealue.

(5) OCSS should prepare a complete record of stock items held by the Facilities Management
Service to ensure a seamless transition to Umoja and protect assets from any
misappropriation dueto inadequate stock records.




DM accepted recommendation 5 and stated that FMIE adidress the matter expeditiously.
Recommendation 5 remains open pending the preparatia complete record of stock items held
by FMS.

Documents to handover the CMP project were dethilédhad no stock values

23. At the time of the audit, refurbished buildings andw equipment and related spare parts
purchased under the CMP project were being handedto PES. CMP provided handover notes, which
contained information on the work completed durthg project and other information related to the
future maintenance of buildings. They also includdi$t of stock items, vendors who had perfornies t
work or supplied equipment and their warranty pgioHowever, the Office of CMP did not provide
values for stock items that were handed over. &wvof the ongoing implementation of International
Public Sector Accounting Standards (IPSAS), whiequired that material balances of items held for
internal consumption be recognized as inventorgksitems likely to meet this definition should be
valued for reporting purposes.

(6) OCSS should, in coordination with the Office of the Capital Master Plan (CMP), ensure
that the values assigned to CMP project-related stock items are in line with International
Public Sector Accounting Standards policy framework reporting requirements.

DM accepted recommendation 6 and stated that OGIE8ontinue to work with the Office of CMP
and the IPSAS implementation team to obtain IPS&8pbant values for stock items where
required. It is anticipated that this recommendatiwill only be fully implemented with the
conclusion of the CMP projectRecommendation 6 remains open pending the vatuaf stock
items relating to the CMP project in line with RSAS policy framework.

Building Manual provided general guidance on buiddoperations and maintenance

24. FMS prepared a Building Manual in July 2012, whijmtovided general information on the
management of the buildings owned and leased byUthieed Nations, guidance on operations and
maintenance activities, responsibilities of staff use of premises, services provided by FMS, sgcuri
and energy initiatives and sustainability practicEke implementation of the manual was pending
approval of an administrative instruction on the agpremises. In view of the fact that the adntrais/e
instruction was being prepared, OIOS is hot makimgcommendation.

FMS had an adequate customer relationship manadgepplication for work order management

25. In 2010, FMS implemented iNeed, an automated semdquest tracking system developed by
the Office of Information and Communications Tedogy (OICT) to track work order requests. iNeed
captured information such as: service requestioredate; work order reference number; and worleord
closure and completion dates by respective PESssHelIS established standard turnaround times
(STTs) for various types of work and weekly, FMS8ieeved its performance against the STTs. Therefore
FMS had an adequate customer relationship managepglication for work order management.

Response rate to customer satisfaction surveysomas

26. After delivery of a service, work orders were clbda the iNeed application and a customer
satisfaction survey sent to the requestor. Howeagishown in Table 3, the response rate during-2010
2012 was extremely low (less than one peicttr@refore, the usefulness of customer satisfactioneys



to measure performance was limited*MS commented that the data received in the padt been
analyzed and formed part of FMS’ assessment gbatéormance. This was one avenue for receiving
feedback that was built in the system.

Table 3: Summary of customer satisfaction survey responses received

Y ear Total number of work Number of responses  Percentage of respondents
orders received
2010 18 040 179 0.99%
2011 14 578 38 0.26%
2012 11 505 94 0.82%
Source: PES

(7) OCSS should review the reasons for the low response rates to the customer satisfaction
surveys administered by the Facilities Management Service on building services and take
stepstoincrease them to obtain useful feedback.

DM accepted recommendation 7 and stated that FMtede efforts to increase the response rate
in the past and it will endeavour to assess poééntieasures to address this recommendation
Recommendation 7 remains open pending notificabbrthe measures taken to improve the
response rate to the customer satisfaction surveys.

Long-term maintenance strategy was being prepared

27. FMS did not have a long-term maintenance plan. Fdflained that an ongoing Strategic
Capital Review (SCR), which was being conductechlmpnsultant for offices away from Headquarters,
would establish a framework for the Strategic Mamaince Plan. The framework was expected to include
establishing a global programme for “capital impments” over the next 20 years; and identifying a
method for proposed project phasing, which would dbigned with budget cycles and funding
availability. FMS commented that this long-term maintenanceesiyawould only be completed after the
conclusion of the CMP projedn view of FMS’s comments, OIOS is not makingeaammendation.

Delay in creating the in-house Electrical Unit

28. At the time of the audit, the electrical mainterewoperations were fully outsourced. As part of a
continuous reorganization, PES was planning tougeta fully operational in-house unit “Electrical
operations and Maintenance Shop” to conduct dagaio normal minor maintenance activities. It was
expected that this unit would cover 70 percentlaglactrical work orders relating to routine manance
and would also provide a faster first response nwergency calls and reduce the Organization’s
vulnerability to unpredictable contract negotiaHoORES had a total of 10 posts at the Trades aafisCr
level for this Unit that included seven additiopakts allotted in the biennium 2012-2013.

29. PES expected to reduce the number of contractfstaif 19 to 7 by July 2012 to maximize cost
savings for the Organization. However, this targas not achieved. PES explained that they faced
several challenges relating to recruitment suctetected candidates accepting other job offersaltiee
lengthy United Nations recruitment process. Newwdesds, three new Trades and Crafts staff startetd on
April 2013; therefore OIOS does not make a recondagan.
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STATUSOF AUDIT RECOMMENDATIONS

ANNEX |

Audit of maintenance and building services provided by the Office of Central Support Servicesat Headquarters

— 3
R Recommendation criie] /2 Cé Actions needed to close recommendation I mplemen}atlon
no. I mportant (©) date
1 OCSS should specify performance evaluation | Important @] Reports on the evaluation of the performance|of 30 June 2014
criteria in all contracts and evaluate the the electrical and cleaning contractors condugted
performance of the contractors supplying as required by the Procurement Manual.
maintenance and building services to the Facilities
Management Service annually
2 OCSS should document the minutes of meet|nigsportant 0] Minutes of meetings held with the electrical apd31 December 2013
held between the Facilities Management Seryice cleaning contractors.
and its contractors to record the issues discussed
and actions agreed.
3 OCSS should review the timing of the submisgidmportant @] Results of the review undertaken to process | 31 December 2013
of requests for Blanket Purchase Orders by |the Blanket Purchase Orders in a more timely
Facilities Management Service to the Procurement manner.
Division to ensure they can be processed @nd
approved in a timely manner.
4 OCSS should ensure that all items purchasedeby timportant @] Revised procedures to independently inspect|and30 June 2014
Facilities Management Service using Blanket where appropriate bar code and record items
Purchase Orders are inspected by the Receiving and purchased under Blanket Purchase Orders.
Inspection Unit and, where applicable, are par
coded and recorded by the Property Management
and Inventory Control Unit in accordance with
existing procedures.
5 OCSS should prepare a complete record of stogk poitant @) Preparation of a complete record of sitarks 31 March 2014

! Critical recommendations address significant angéovasive deficiencies or weaknesses in govemaigk management or internal control processes) s
that reasonable assurance cannot be provided megdhe achievement of control and/or businessativjes under review.
% Important recommendations address important @efioes or weaknesses in governance, risk managememeérnal control processes, such that reasenabl
assurance may be at risk regarding the achieveofienintrol and/or business objectives under review.
3 C =closed, O = open

* Date provided by DM in response to recommendations



STATUSOF AUDIT RECOMMENDATIONS

ANNEX |

Audit of maintenance and building services provided by the Office of Central Support Services at Headquarters

REEC: Recommendation e /2 Cé Actions needed to close recommendation Implemen}atlon
no. I mportant (®) date
items held by the Facilities Management Servicq to held by FMS.
ensure a seamless transition to Umoja and protgct
assets from any misappropriation due to inadequate
stock records.
6 OCSS should, in coordination with the Office |dimportant @] Valuation of stock items relating to the CMP 31 March 2015
the Capital Master Plan (CMP), ensure that |the project in line with the IPSAS policy
values assigned to CMP project-related stock items framework.
are in line with International Public Sectpr
Accounting Standards policy framework reporting
requirements.
7 OCSS should review the reasons for the |owportant 0] Measures taken to improve the response rate to 31 March 2015
response rates to the customer satisfaction sunveys the customer satisfaction surveys.
administered by the Facilities Management Seryice

on building services and take steps to increasa the

to obtain useful feedback.
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United Nations @ Nations Unies

INTEROFFICE MEMORANDUM MEMORANDUM TNTERIEUR

Ms. Carmen Vierula, Chief - pate: 28 August 2013
New York Audit Service, Internal Audit Division
Office of Internal Oversight Services

: Christiwqor
. Qffice er-Secretary-General for Management

Ll
Mario, aeaief, Policy and Oversight Coordination Service
Office/of the Under-Secretary-General for Management

. Draft report on an audit of maintenance and building services provided by the
- Office of Central Support Services at Headquarters (Assignment No.
AH2013/513/02)

1. In response to your memorandum dated 15 August 2013 on the above
subject, we are pleased to provide the comments of the Department of

Management to the recommendations in the draft report in Appendix I.

2. Thank you for providing us with the opportunity to comment on the
draft report.

[3-02169
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M anagement Response

APPENDIX |

Audit of maintenance and building services provided by the Office of Central Support Servicesat Headquarters

T Title of .
REE Recommendation Gt ) /2 PUEEERIE? responsible I EEE e Client comments
no. I mportant (Yes/No) individual date

1 OCSS should specify performance I mportant Yes Chief, 30 June 2014 The recommendation is based on two
evaluation criteria and evaluate the Facilities contracts that were reviewed by
performance of the contractors supplying M anagement OIOS, one of which was of
maintenance and building servicesto the Service significant age. The establishment of
Facilities Management Service annually as performance evaluation criteriaisa
required by the Procurement Manual. common practice in establishing

contracts now. The annual review will
be conducted as recommended.

2 OCSS should document the minutes of I mportant Yes Chief, 31 December 2013 | Mestings will be recorded as
meetings held between the Facilities Facilities recommended.

Management Service and its contractorsto M anagement
record the issues discussed and actions Service
agreed.

3 OCSS should review the timing of the I mportant Yes Chief, 31 December 2013 | Thiswill be addressed during the
submission of requests for Blanket Facilities phase for renewal of blanket purchase
Purchase Orders by the Facilities M anagement orders for 2014 and should be
Management Service to the Procurement Service implemented by end 2013.

Division to ensure they can be processed
and approved in atimely manner.

4 OCSS should ensure that all items I mportant Yes Chief, 30 June 2014 The Plant Engineering Section, the
purchased by the Facilities Management Facilities Receiving and Inspection Unit and
Service using Blanket Purchase Orders are M anagement Property Management and Inventory
inspected by the Receiving and Inspection Service Control Unit will review cases
Unit and, where applicable, are bar-coded referenced and revise current
and recorded by the Property Management procedures as required.
and Inventory Control Unit in accordance
with existing procedures.

! Critical recommendations address significant and/or pervasive deficiencies or weaknesses in governance, risk management or internal control processes, such

that reasonable assurance cannot be provided regarding the achievement of control and/or business objectives under review.

2 |mportant recommendations address important deficiencies or weaknesses in governance, risk management or internal control processes, such that reasonable

assurance may be at risk regarding the achievement of control and/or business objectives under review.




M anagement Response

APPENDIX |

Audit of maintenance and building services provided by the Office of Central Support Servicesat Headquarters

Rec. . Critical’/ | Accepted? T|tIe9f I mplementation .
- Recommendation Important? | (Yes/No) ri?é)i?/?;ul;l“e e Client comments

5 OCSS should prepare a complete record of | Important Yes Chief, 31 March 2014 The Facilities Management Service
stock items held by the Facilities Facilities agrees with the recommendation and
Management Service to ensure a seamless M anagement will address the matter expeditiously.
transition to Umoja and protect assets Service
from any misappropriation due to
inadequate stock records.

6 OCSS should, in coordination with the I mportant Yes Chief, 31 March 2015 OCSS will continue to work with the
Office of the Capital Master Plan (CMP), Facilities Office of CMP and the IPSAS
ensure that values are assigned to CMP M anagement implementation team to obtain IPSAS
project-related stock itemsin line with Service compliant values for stock items
International Public Sector Accounting where required. It is anticipated that
Standards policy framework reporting this recommendation will only be
reguirements. fully implemented with the

conclusion of the CMP project.

7 OCSS should review the reasons for the I mportant Yes Chief, 31 March 2015 The Facilities Management Service
low response rates to the customer Facilities has made efforts to increase the
satisfaction surveys administered by the M anagement response rate in the past and it will
Facilities Management Service on Service endeavour to assess potential
building services and take steps to measures to address this
increase them to obtain useful feedback. recommendation.




