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Summary

The present progress report on the strategic heritage plan of the United Nations
Office at Geneva is submitted pursuant to section X of General Assembly resolution
70/248 A, in which the Assembly approved the overall scope, schedule and estimated
cost of the project, and section XVIII of resolution 71/272 A. It covers the period
from 1 September 2016 to 31 August 2017 and provides an update on the activities
undertaken since the third annual progress report of the Secretary-General (A/71/403
and Corr.1). It contains the further information requested by the General Assembly in
its resolutions 70/248 A and 71/272 A and provides updated information on flexible
workplace strategies, cost estimates and alternative funding mechanisms, including
the utilization of future rental income and progress on the valorization of United
Nations-owned land.

The strategic heritage plan project continues to proceed in accordance with the
approved maximum overall cost of CHF 836.5 million, within the approved total
duration of nine years (2014-2023) and the approved scope and quality targets
described in the previous annual progress reports of the Secretary-General.

The General Assembly is requested to take note of the present report and the
progress made since the issuance of the third annual progress report of the Secretary -
General; decide on the scheme and currency of appropriation and assessment to be
used for the project; take note of the decision of the Secretary-General to proceed
fully with “smart working” in the new building H; request the Secretary-General to
report on the result of the feasibility study and design work for the implementation of
smart working in the historic buildings of the Palais des Nations, including a funding
proposal, in the next progress report at the latest; approve the establishment of one
additional staff position for the project; authorize charging the cost of the
valorization consultancy services for 2018 to the project, within the overall
maximum cost approved for the project; approve the establishment of a multi-year
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The submission date of the report takes into account the need to reflect the latest implementation
status of the project.
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special account for the project; authorize the strategic heritage plan to access the
working capital fund, if appropriate, depending on the scheme of appropriation and
assessment decided upon by the Assembly; and authorize the use of current and
future rental income at the United Nations Office at Geneva to offset the Member
State appropriation related to the repayments of the loan.
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I1.

(@)

Introduction

1. The present progress report on the strategic heritage plan of the United
Nations Office at Geneva is submitted pursuant to section V of General Assembly
resolution 68/247 A, section III of Assembly resolution 69/262 A, section X of
Assembly resolution 70/248 A and section XVIII of Assembly resolution 71/272.

2. The present report summarizes the planning and construction-related actions
accomplished from 1 September 2016 to 31 August 2017.

Update on project governance
Advisory Board

3. Pursuant to section XVIII, paragraphs 6 and 7, of resolution 71/272 A, the
Advisory Board held three meetings during the reporting period: in September 2016,
March 2017 and June 2017. Key issues considered by the Advisory Board included
change management, flexible workplace strategies, refining the renovation works
implementation strategy and valorization.

Steering Committee

4. The Steering Committee held four meetings during the reporting period, in
February, March, July and August 2017. The Committee has continued to stress the
need for close project scope management and control. Key issues taken up by the
Steering Committee included guidance on information and communications
technology strategy and coordination thereof with Headquarters, change
management, flexible workplace strategies, refining the renovation works
implementation strategy and valorization activities.

Project assurance

Risk management

5.  Following a recommendation from the Board of Auditors and in line with
paragraph 8 of the report of the Advisory Committee on Administrative and
Budgetary Questions (A/71/622), in order to ensure that the project governance
mechanisms are effective in monitoring the project’s progress in reaching its key
milestones within the approved time and budget and that the independent project
assurance function continues to identify new risks as they emerge, together with
plans for mitigating such risks, risk management services are currently under
revision to fully distinguish between two separate functions, namely, independent
risk management reviews and integrated risk management services.

Independent risk management reviews

6.  Pursuant to section X, paragraph 11, of resolution 70/248 A, independent risk
management reviews of the project are provided by a specialist consultancy firm, to
ensure that the project risks are recognized, understood and managed and mitigated
effectively. The independent risk management consultant reports quarterly to the
project owner and simultaneously to the Office of Central Support Services at
Headquarters, independently of the Project Team. Further information on the
progress and status of the risks can be found in section J, paragraphs 50 to 54 below.
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(b)

Integrated risk management services

7. The specialist consultancy firm has also deployed integrated risk management
specialists, who are co-located with the strategic heritage plan project management
team. These specialists maintain the detailed programme level risk register for the
strategic heritage plan, hold quantitative and qualitative risk identification,
assessment and mitigation workshops with project stakeholders on a regular basis
and provide direct advice and guidance to the project team. The latest information
on the risk analysis is contained in section I'V. C below (see paras. 8§1-84).

Board of Auditors

8.  Since the previous reporting period, the Board of Auditors has conducted two
further audit visits to Geneva and conducted audit evaluations of the project. The
first, a familiarization visit, was held in November 2016. This was followed by a
management audit, which was conducted during February 2017. The
recommendations resulting from this audit are included in the report of the Board of
Auditors on the strategic heritage plan (see A/72/5 (Vol. 1)). All observations and
recommendations made by the Board of Auditors to date and the status of
implementation are summarized in annex II of the present report. The full audit by
the specialist external audit team commenced on 18 September 2017 and is
scheduled to be carried out until 20 October 2017.

Management of the strategic heritage plan

9.  The Board of Auditors, in its report (A/72/5 (Vol. 1), para. 378), recommended
that the Administration adjust the governance structure to preclude any risk of
conflicts of interest. In particular, the role of the Director of Administration as
senior user must be segregated from the duties of project executive and from the
duties of the strategic heritage plan project director. The governance structure for
the project has been updated to reflect the fact that the role of project executive is
being undertaken by the Director of Administration, under the direction of the
project owner, and the role of senior user is being undertaken jointly by the Director
of Conference Management and the Chief of Central Support Services of the United
Nations Office of Geneva.

10. In keeping with a lesson learned from other ongoing capital projects
undertaken by the Organization, in particular, the capital master plan in New York,
and as a result of a clearer understanding of the requirements of the project
following the first major procurement exercise, it is necessary to augment the team
of operational experts with an additional post of Senior Procurement Officer (P-5)
based in the Office of Central Support Services at Headquarters. It is essential that
adequate resources be in place to ensure both that the numerous procurement
actions required are carried out in strict accordance with United Nations
procurement policies and within the established timelines and that the necessary
coordination takes place with Headquarters. The post will supplement and assist the
existing strategic heritage plan procurement team in order to reduce risk to the
construction schedule, during this critical year of planning and tender action for the
renovation phase of the project. Key activities will include, in addition, coordination
with the Office of Legal Affairs and the Insurance and Disbursement Service of the
Office of Programme Planning, Budget and Accounts on legal and insurance risk
matters, respectively. The related additional financial resources implications of this
temporary additional post can be met within the maximum overall cost approved for
the project.
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11. In line with section XVIII, paragraph 29, of General Assembly resolution
71/272 A, the Secretary-General has ensured that resource requirements at each
stage of the project continue to be based on a thorough review of actual and up-to-
date needs on the ground and are adjusted as appropriate.

Progress
Status of activities

12. The General Assembly, in section XVIII of its resolution 71/272 A, reaffirmed
the project scope, schedule and estimated cost of the strategic heritage plan in the
maximum amount of CHF 836.5 million for the period 2014-2023.

13. During the reporting period, significant progress was made towards achieving
key project milestones for planning, design, procurement and construction activities,
including:

(a) Commencement of construction works in April 2017 through an early
works package for the new permanent building H;

(b) Conclusion of the procurement process for the new building H and the
contract award for the construction contract on 4 September 2017, within the budget
allowance;

(c) Issuance of contracts for the further detailed design work for the
renovation phase; the completion of the technical design/tender documentation for
the phase 1 renovation design of the existing buildings A and B1 and the detailed
design for the phase 2 renovation of the remaining Palais buildings;

(d) Completion of the occupancy studies related to the implementation of
flexible workplace strategies, or the Geneva-specific “smart working” initiative;

(e) Further development within the renovation design of measures to
eliminate physical, communications and technical barriers to persons with
disabilities;

(f) Further refinement of the schedule of work and contracting strategy,

which have been updated as more technical and detailed design information has
become available.

14. The project continues to move forward in line with the overall schedule, with
some programme slippage as a result of longer-than-planned completion of the
contracting processes, successfully mitigated through proactive management and
risk mitigation action.

15. Phase 1, technical design, and phase 2, detailed design, for the renovation
works have been largely completed. The projected cost estimates have been updated
accordingly, with changes tracked on a monthly basis, and the cost plan fully
updated and value engineered at key deliverable milestones. The project risks
continue to be extensively reviewed and analysed, and appropriate mitigation
strategies developed and implemented in line with section XVII, paragraph 15, of
General Assembly resolution 71/272 A. Adjustments in the allocation of the
contingency provisions continues to be based upon the identification of risks
associated with the relevant phases of the project.
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Figure 1

Design progression

16. The technical and tender documentation for design phase 1 (new permanent
building H), are now complete and the remainder of design phase 1 (building A
conference rooms and Bl library archives technical design and tender
documentation), are in the final stages of completion. In parallel, following
refinement of the design services for the renovation works, the detailed design of
the remaining existing Palais buildings, B, C, D and S, as indicated in figure 1, is
also in progress.

Schematic overview of the Palais des Nations building complex and the new building
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17. Upon completion of the above design stages, it is intended to continue with
design phase 2, technical design and tender documentation for the remaining office
parts of buildings A and B, together with the C, D and S buildings, to complete a
full construction renovation tender package for the historic Palais buildings. It is
expected that this tender will be launched during 2018. This will then be followed
separately by the 1970s building E renovation, which will be launched as a separate
construction tender in 2019/20.

Flexible workplace strategies and space efficiency

18. The original objective of the strategic heritage plan in terms of space
efficiency includes a 25 per cent increase in occupancy, increasing the number of
staff accommodated within the Palais des Nations, from 2,800 to 3,500. The project
also provides for much-needed additional conferencing space capacity and
flexibility with the creation of four new additional rooms, comprising a dedicated
press briefing room and three multipurpose conference rooms, bringing the total
number of conference rooms to 42.

19. As requested by the General Assembly in section X, paragraph 15, of
resolution 70/248 A, and subsequently reinforced in section XVIII, paragraph 11, of
resolution 71/272 A, a study was commissioned in 2016 on the utilization of the
existing space within the Palais. While the in-house expertise of the flexible
working team at headquarters was consulted in the development of this initiative, it
was necessary to task a specialist consultant team with the specialist tasks to ensure
that the project timescale was maintained.

Building H

Offices
Offices

Dismantling and renovation of 1970s building E
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20. The study, which was prepared in consultations with staff representatives,
gathered data through multiple channels, most notably by an activity analysis
(utilization survey) and through focus groups, online surveys and senior leadership
interviews. The outcome of the activity analysis highlighted that the individual
office workspaces, similar to those at Headquarters and the United Nations Office at
Nairobi, are utilized throughout the day at an average rate of roughly 51 per cent.

21. It was determined that there are opportunities to increase the capacity of the
facility beyond the 700 additional workplaces already included in the strategic
heritage plan project baseline. To this end, work has commenced to develop a
strategy for the implementation of flexible working that is fully tailored to the
requirements and constraints of the United Nations Organizations based in the
Palais des Nations. The new strategy is named “smart working” to reflect its focus
on the end users. Consultations with all stakeholder groups concerned, in particular,
staff representatives, have commenced. The implementation of smart working in
Geneva is an important change management initiative which, as identified by the
General Assembly in section XVIII, paragraph 9, of resolution 71/272 A, requires
visible senior management sponsorship, advocacy and commitment to leading a
successful transformation.

22. Smart working will be a paradigm shift from the traditional workplace in
which every staff member requires an assigned desk to perform his or her work.
Smart working is also flexible in that a variety of workspaces will support a range
of different work modes and styles, which respond to the needs of individual staff
and departments.

23. In addition to the quantifiable benefits of an overall more efficient use of
space, smart working is expected to have considerable non-quantifiable
organizational benefits, including:

(a) Enhancing collaboration and building stronger teams, including
improving cross-departmental collaboration;

(b) Improving talent acquisition and retention by promoting a more modern
working culture;

(c) Modernizing working practices by providing a wider variety of space
types based on work-type requirements and encouraging the use of enhanced
information technology tools;

(d) Providing space more equitably, on the basis of needs and not hierarchy;
empowering all staff irrespective of grade level by enhancing access to a wider
variety of information and places of work;

(e) Fostering an organizational culture and providing management tools in
which individual and organizational performance is based on output, not physical
presence;

(f) Providing a healthier work environment, including by increasing access
to natural light and views, encouraging mobility and improving workstation
ergonomics and work-life balance, including through teleworking;

(g) Improving operational resilience.

24. In this context, it was determined that, in those areas where the
implementation of smart working flexible work space strategies was technically
feasible, a workstation sharing ratio of up to 1:1.25 (5 staff assigned to every
4 workstations) could be set as an achievable target in the mid- to long term. This
would be in line with the target set for Headquarters. Accordingly, it should be
feasible to progressively increase the number of additional staff to be
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accommodated on the campus by around 400, bringing the potential capacity
increase for the Palais des Nations to 3,900 staff by the completion of the strategic
heritage plan project. There is consequently a need to revise the overall office
allocation plan for the entire compound. This would be undertaken in consultation
with all stakeholders in order to address their various concerns related to the
changes in the office space arrangements resulting from the introduction of smart
working.

New office building H

25. The interior layout of new office building H is designed for open workspaces
and the built-in flexible infrastructure necessary to accommodate the various groups
of occupants during the initial utilization of the building as swing space. The
implementation of smart working strategies will increase the accommodation
capacity of the building, which in turn necessitates revision of the planned
allocation of office space to the various organizational units. The related planning
work has commenced and, once completed, will give a clear indication of the
overall accommodation capacity of the new building. On the basis of current cost
projections, it is anticipated that the implementation of smart working in building H
will be met within the current budget allocated for the new office building.

Existing Palais des Nations buildings

26. The renovation of the existing buildings presents greater challenges in creating
space efficiencies while preserving the heritage of the buildings. The structure of
the buildings, with a 1930s office space layout, as well as heritage and historical
preservation requirements, are major constraints to a cost-effective renovation,
aimed at creating modern, healthy, efficient office space for all staff. As currently
designed, the interiors of these buildings will, where possible, be changed from the
existing individual offices to a hybrid layout that includes a mixture of both closed
and open space environments by removing only the cross partition walls. This
approach improves functionality and increases the capacity of the existing
workplace to only a limited extent, budgetary considerations and important new
ventilation requirements being the principal constraint.

27. With a significantly warming climate, delegates, staff and visitors increasingly
find that temperatures in the summer months exceed comfortable levels. Within the
historic buildings, the office areas are, at present, neither cooled nor even properly
ventilated. Since the scope of the strategic heritage plan is focused on renovating
and rehabilitating the existing installations, it did not include the installation of
cooling or ventilation of office spaces in these buildings. The increasingly
prolonged periods of hot summer weather in recent years have had a negative
impact on the working conditions at the Palais des Nations. Since this trend is
expected to continue, it is now deemed essential to include cooling and ventilation
systems as additional requirements to ensure that the renovated premises will be
fully functional and fit for purpose in the years to come.

28. However, this approach is constrained by the original design of the buildings,
which features long, linear corridors, with ventilation provided only by opening the
windows of the main office spaces. The removal of some of the corridor walls in
appropriate locations, together with the provision of the necessary mechanical
ventilation required to provide fresh air to occupants at the required building codes
standards would then create open office and support spaces. While this is
technically achievable, it would come with a significant cost premium.

29. The installation of cooling and ventilation systems in the historic buildings of
the Palais des Nations would be significantly reduced in cost if provided, where
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possible, for an open office environment rather than for individual cellular offices.
The establishment of open work spaces would enable the application of smart
working strategies in these buildings and thus create an efficient and healthier work
environment at an acceptable extra cost.

30. Although clearly exceeding the scope of the strategic heritage plan and thus
entailing a significant up-front capital investment, this new approach to the
renovation of the Palais des Nations would provide the Organization with
significant benefits. In addition to offering the quantifiable benefit of increasing
additional space efficiency, as well as the full list of non-quantifiable benefits of
smart working as described in paragraph 23 above, several other additional benefits
would be gained:

(a) The initiative would provide the Organization with the most cost-
effective and efficient way to address two important issues, namely the introduction
of ventilation and cooling and flexible work space strategies;

(b) The initiative would avoid having two distinct types of spaces in the
Palais des Nations compound, which would be the case if only the new building H
were to include smart working and comfort cooling;

(c) The installation of mechanical ventilation and cooling as part of the
strategic heritage plan project represents a significant opportunity to avoid
significantly higher costs were it to be carried out some years after the completion
of the plan.

31. Therefore, in order to transform the entire Palais des Nations campus into a
fully modern work environment equipped for the future needs of the Organization
by providing the necessary mechanical ventilation with comfort cooling, as well as
fully utilizing the potential benefits of smart working throughout the compound, it is
envisaged that additional up-front resource requirements, estimated to be in the
range of CHF 40 million to 50 million, would be required.

32. Several options for the financing of the additional costs associated with the
provision of ventilation, cooling and smart working in the existing historic buildings
are currently being studied. Although this study is still in its early stages, the
Secretary-General is committed to enabling the implementation of smart working
and the improvement of ventilation and cooling throughout the Palais. To that end,
he is actively exploring all feasible income streams to fund the associated additional
cost with a view to minimizing the need for up-front capital that would otherwise
have to be funded by Member States through additional assessments.

33. A feasibility study and the subsequent detailed design work incorporating the
above changes into the renovation plans of the Palais des Nations is being launched
to mitigate the risk of a delayed start of the renovation phase in 2018 and thus
mitigate any potential delays to the overall project. The Secretary-General will
report the results of the feasibility study and implications of the detailed design
work, including a funding proposal, to the General Assembly at the earliest
opportunity and not later than any decision is required from the Assembly, so as not
to incur any project delays.

Implementation

34. Implementing smart working in the Palais des Nations would be a multiple-
year strategy aligned with the delivery of the new building H and the renovation
programme. A first phase would be planned, in order to give staff the necessary time
and opportunity to adapt to this change.
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35. In order to communicate the opportunities afforded by the creation of a smart
working environment, which will be designed in a consultative manner, staff and
their representatives will be engaged through visual and practical illustrations of a
smart workplace environment. Visits to other office buildings with smart workplace
environments will be organized. In addition, a pilot office area will be implemented
in the Palais des Nations buildings, which will be used as a mock-up for technical
requirements, as well as a change management tool with respect to stakeholders’
communication and feedback. The new building will be a full-scale pilot office
during the swing-space period. On the basis of lessons learned from the flexible
workplace strategies project currently under way in New York, as well as industry
best practices, it is essential that adequate effort and time be allowed, not only to
implement the required change management process for all staff, but, in particular,
to provide adequate management training, in order to ensure that managers in
Geneva adjust their current management styles.

Attracting additional United Nations entities into the Palais

36. The United Nations Children’s Fund (UNICEF) has expressed interest in
relocating to the main Palais des Nations campus by 2020, to coincide with the end
of its current lease. Accordingly, in line with section XVIII, paragraph 26, of
General Assembly resolution 71/272 A, regarding the possibility of attracting
additional United Nations entities to be accommodated at the renovated Palais des
Nations, it is deemed feasible, through the application of smart working, to
accommodate the offices of UNICEF in the new building H, upon its completion, in
the United Nations Office at Geneva campus, should it wish to relocate its Geneva-
based operations there by 2020. The possibilities in this regard are currently being
explored within the revised space allocation plan throughout the campus,
necessitated by smart working, together with consideration of any potential impact
to the swing move capacity during the renovation works.

37. The Secretary-General continues to actively engage with United Nations
entities with a presence in Geneva, encouraging them to be future tenants of the
Palais des Nations, where they would benefit from a central location, shared
amenities, greater security and other operational and mandate synergies. The United
Nations Joint Staff Pension Fund, the United Nations Office for Disaster Risk
Reduction, the United Nations Development Programme, the United Nations Office
for Project Services and the World Food Programme have all expressed interest in
being accommodated at the Palais. They would however be expected to agree to
apply the smart working policies. Based on current and projected office space
requirements, there is a high level of probability that, even with the introduction of
smart working, the demand for office space at the Palais des Nations will continue
to significantly exceed the supply and can be utilized further to achieve greater
organizational efficiencies.

Furniture

38. The heritage furniture and the free-standing furniture have been assessed and
quantified in a full inventory. The historic furniture will be kept wherever possible,
will be stored and protected during the renovation and construction phases and will
be refurbished as necessary and reinstalled. In addition, whenever possible, the
existing conference room furniture will be kept and the new conference,
simultaneous interpretation and audiovisual equipment will be integrated
appropriately into the existing furniture where possible.
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Update on measures to eliminate physical, communications and
technical barriers to persons with disabilities

39. In section X, paragraph 30 of resolution 70/248 A, and section XVIII,
paragraph 13, of resolution 71/272 A, the General Assembly requested the
Secretary-General to ensure that the implementation of the strategic heritage plan
takes into account measures to eliminate physical, communications and technical
barriers to persons with disabilities, in particular regarding the improvement of the
conference facilities, ensuring compliance with the Convention on the Rights of
Persons with Disabilities. In line with this requirement, a full and comprehensive
accessibility masterplan was provided by a specialist consultancy firm, and
accessibility audits have been and continue to be implemented throughout the
various design stages for both the new and the existing buildings.

40. The proposed design solutions have at all major design stages been shared
with the disability working group, which meets on a regular basis. Comments and
remarks by this group have then been taken into account and integrated into the
subsequent design stages. Life-size mock-ups with proposed materials and finishes
as required under the applicable codes will be built to allow for testing by the
disability-working group and disabled people before final acceptance and
construction throughout all the buildings concerned.

Reduction of energy consumption

41. One of the core objectives of the Strategic Heritage Plan is to lower the energy
consumption of the Palais des Nations by at least 25 per cent as compared with the
2010 baseline, as stated in the Secretary General’s report to the General Assembly
(A/66/279, para. 11 (c) (iv)). A number of different strategies are being utilized to
ensure that this objective is achieved.

42. The new permanent building has been designed to the Minergie energy
efficiency standard, a Swiss certification programme for low-energy consumption
buildings. The new building as designed has already been granted a provisional
Minergie certificate. This will be confirmed following the construction of the
building and is a contractual stipulation for the selected construction contractor in
order to guarantee high-quality construction, lower operational costs and reduce the
overall life cycle costs. It will also ensure that the users of the building are provided
with a comfortable, sustainable and environmentally friendly workplace.

43. The environmental impact of the new permanent building will be further
optimized through the use of an internal design tracking system that will guarantee a
performance level equivalent to the internationally recognized environmental
building Leadership in Energy and Environmental Design (LEED) Gold
certification standard. The renovation of the Palais des Nations is also being
designed with the aim of achieving additional energy savings, possibly seeking
comparable energy certification labels, if possible within the budget allowed.

Information communications technology, broadcast and
congress systems

44. As the design progresses, coordination efforts with local and global
stakeholders have intensified. On the technical side, a complete overhaul of the
structured cabling system, with a significant increase in capacity and comprehensive
Wi-Fi coverage of all buildings will be provided, fully consolidated into one
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comprehensive converged information and communications technology (ICT)
network. This will greatly simplify the technical architecture, improving longer-
term efficiency by eliminating duplication of infrastructure components, reducing
maintenance and operation activities and improving information security. With the
implementation of smart working, ICT support spaces and functions such as help
desks, storage space, server rooms, computer laboratories and computer training
rooms will be consolidated and centralized. All these are being coordinated locally
with the Office of Information and Communications Technology/Regional
Technology Centre-Europe.

45. Following a comprehensive review of the audiovisual equipment in the
conference rooms, interventions have been prioritized on the basis of the remaining
useful life of the existing equipment and its interoperability, in order to ensure that
all conference rooms will provide an equally high level of service, including voting
capabilities, delegate speech request list and management, multi-room networking
and webcasting and videoconference capabilities. Interventions have been
coordinated with all stakeholders and users to ensure that individual room heritage
issues and other specific requirements are also considered in the renovation strategy.

46. At the global level, the technical coordination committee, comprising
representatives from the Office of Information and Communications Technology
and the Office of Central Support Services in New York, as well as the Global
Engineering and Conferencing Section of the Office of Information and
Communications Technology, continue to work with the project team to ensure that
ICT systems rolled out in the context of the project follow established
organizational technical standards. As part of the coordination efforts, a
comprehensive review of the audiovisual and conferencing scope and design was
performed, to ensure functional alignment and technical interoperability of the
audiovisual and conferencing systems in Geneva and at Headquarters. During the
relatively long life of the strategic heritage plan project, technological advances and
information technology support requirements will almost certainly undergo
significant changes and such risks emerging from the ever-accelerating innovation
cycles will need to be carefully reviewed and managed to ensure that what is finally
delivered will match user requirements at the end of the project and is scalable to
future developments.

Fire and life safety

47. The existing historic buildings will be renovated to fully comply with the host
country fire regulations and building codes, while ensuring that the heritage aspects
of the Palais des Nations are fully respected. The detailed design studies have
confirmed the mandatory improvements that must be performed to achieve code
compliance. These requirements are more significant than originally anticipated,
exceeding the initially projected requirements. The required renovations include:
improving fire protection measures in all conference rooms; segregation of building
areas, the definition of new exterior emergency exits, the definition and protection
of all vertical and horizontal evacuation routes, fire protection of existing
unprotected structures and the installation of dedicated fire resistant doors as well as
fire rating upgrades to existing doors where necessary for heritage preservation. In
compliance with host country regulations, natural and mechanical extraction
installations, as well as fire alarm, detection and extinguishing systems will also be
required. Firefighting truck access positions to the exteriors of all buildings have
also been identified, defined and adequately taken into account.
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Business continuity

48. The design of the renovation works and the emerging phasing plan include
several measures to ensure, as far as is cost-effectively possible, the business
continuity of United Nations activities, for example:

(a) The works described in the design and contract documents have been
separated into different sections of works, which are now predominantly vertically
linked. This has been done to reduce the interface between the renovation works and
the building occupants and visitors. The sections have been defined to ensure the
cost-effective and efficient phasing of the construction works and the simplified and
efficient relocation of staff and to reduce the impact and disturbance on the
operational parts of the buildings;

(b) Critical systems and technical rooms associated with daily operations
have been identified and mitigation actions defined to ensure the business continuity
of all such systems during the renovation works;

(c) During the construction phase of the renovation works, business
disruptions will be mitigated as far as is practicable by temporary measures, and
communication plans will be defined to ensure that all stakeholders understand in
advance of the relevant works and swing space moves what will be required of them
to ensure sufficient time to develop fully coordinated action plans.

49. As part of the ongoing review of planning and phasing of the renovation
works, options are currently being explored, costed and assessed with regard to the
potential for increasing the number of conference room closed for works during
specific phases of the renovation works against the potential options for providing
temporary conference buildings, converting portions of the existing buildings to
temporary conference areas and/or utilization of alternate facilities as swing space
for conferences.

Risk management

50. The independent risk management firm has continued to conduct an analysis
of the risks and uncertainties to both the project schedule and the project budget
every quarter since the last annual reporting period in accordance with the method
described in the third annual progress report (see A/71/403, para. 54). This forecast
analysis comprises the results from assessments of the risks identified by the
integrated risk management team, project team, programme and project
management staff, lead design firm and project stakeholders.

51. With the application of this professional risk management approach to the
project, risks have been mitigated throughout the year until they have been
removed, closed or retired progressively following the completion of design
definition stages. This could be due to the transfer of a risk item into the project
works; for example, the main curtain wall fagade in building E was originally
thought to be in a satisfactory condition, with two broken panes of glass thought to
be an isolated incident covered by building insurance, and therefore allowances
were made only for repairs to the fagade. As the project has progressed, it has
become apparent that a much more serious problem exists, as the glue retaining the
glass continues to fail, necessitating its full replacement. While a risk was forecast
for the facade works, it has increased progressively in value and reached a
probability level of 100 per cent. It has now been incorporated into the budgeted
works and retired from the risk register.
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52. In addition to the fagade risk referenced above, the team has identified the
following risks as currently being of the highest potential severity (a combination of
likelihood and impact) among the risks being tracked for the project:

(a) Delayed implementation of the smart working strategy increases design
and construction costs and delays the overall programme;

(b) Higher than anticipated design requirements to meet fire/life safety codes
in buildings to be renovated, particularly buildings A, E and B1;

(c) Design errors and omissions in contracted works;

(d) Logistics routes for construction being disrupted by the operational
requirements of the Palais;

(e) Maintaining business operations and security requirements for the
renovation phase.

53. The team continues to closely monitor and implement mitigating actions to
control these and all project risks.

54. The risk contingency forecasts provided by the independent risk management
firm use the estimated uncertainty calculations, and the costs and schedule impact of
the risks, to calculate the probabilistic recommended level of contingency provision
required at the 80 per cent certainty level to complete the full scope of the project
and to achieve all the identified benefits and objectives. Since the third progress
report of the Secretary-General was issued, while taking into account paragraph 30
of the third annual progress report of the Advisory Committee on Administrative
and Budgetary Questions (A/71/622), the approach taken has remained consistent.
To ensure full accountability and transparency, it has been applied in order to
identify the level of risk exposure within each of the buildings and works across
each specific phase of the project, and corresponding contingency amounts have
then been assigned. To date, no changes to the approved maximum overall cost of
the project are forecast against the base project scope. Allowance has been made
within the risk analysis for potential design changes in relation to smart working in
the new building H only, at this stage.

Implementation strategy for the renovation works

Background

55.  While the new permanent building H has been procured separately on a lump
sum contract, the strategic heritage plan baseline implementation strategy consists
of engaging a single general contractor for the renovation of all the existing Palais
des Nations buildings. Currently, the design work for the renovation is being
completed to the technical design level for buildings A and B1, but only up to the
detailed design level, a significantly lesser level of design completion, for
buildings B2, C, D, S and E.

56. In the baseline implementation plan for the existing buildings, a general
contractor would be engaged to perform all the renovation work, in addition to
completing the design for buildings B2, C, D, S and E and then performing the work
on those buildings on the basis of the completed design.

57. The design for the renovation work has evolved considerably in recent months
and the project team now has better information on existing building conditions and
stakeholder requirements and can make more informed decisions on the most
appropriate implementation and procurement strategy for the renovation works.
With this more detailed understanding of the existing conditions and the complexity
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of the work, it was deemed prudent to review the plan and make adjustments before
moving forward with a very large and complex procurement for the renovation
work. A number of high-risk areas have been identified that introduce additional
levels of complexity and now justify considering an alternate implementation
strategy.

Refined implementation strategy

58. Risk analysis indicates that contracting a single general contractor for all the
buildings, with two levels of design completion, represents a higher risk of claims
during the future administration of the contract than an alternative whereby the
contractor would bid on a completed design. These risks, which include consultation
with the construction industry, consideration of the impact of flexible workplace
strategies and several emerging risks with respect to hazardous materials and life
safety in the E building, have been analysed by the project team. The team has
therefore refined the planned implementation strategy for the project.

59. The new implementation strategy is to bring all renovation works required to
full technical design, a more complete level of design, which will allow for
tendering the work in a more traditional design-bid-build mode. This would increase
competition for the work and decrease risk. Two different renovation contracts will
therefore be tendered, one for the original 1930s Palais des Nations (buildings A, B,
C, D and S), and the other for the very different 1970s building E. The work of the
two contractors would be separated both in time and in the work areas, which would
be physically apart.

60. This change of implementation strategy will not have an impact on the overall
budget or schedule. However, the change will be of great benefit as a means of
mitigating risks to the project, providing more competitive bids and reducing the
probability of cost overruns and contractor claims.

Project schedule

61. The latest programme schedule has been updated to reflect the refinement in
the implementation strategy relating to the renovation works described in section K
above. The schedule indicates the next key project milestones as follows:

(a) Construction firm appointed by the third quarter of 2017 for the
commencement of the major construction works of phase 1 — new building H;

(b) Continuation of the technical design and preparation of tender
documentation and procurement of the contractor for phase 2.1 — renovation of the
1930s historic buildings during 2018;

(c) Construction firm appointed by the end of 2018 for phase 2.1 —
renovation of the 1930s historic buildings;

(d) Substantial completion of phase 1 — new building H construction works
by the end of 2019;

(e) Continuation of the technical design and preparation of tender
documentation and procurement of the contractor for phase 2.2 — renovation of the
1970s building E works from 2019 to 2021;

(f) Construction firm appointed during 2021 for phase 2.2 — renovation of
the 1970s building E;

(g) Completion of the renovation of the 1970s building E and dismantling of
the building E office tower by the end of 2023.
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62. Figure 2 indicates the updated project schedule of works. The revised schedule
shows that some programme delays of three months were incurred earlier in the year
during the design and procurement activities for the new building H. These have,
however, been successfully mitigated in the latter part of the year by the completion
of the tender evaluation and award recommendation period faster than originally
planned and by the contract programme for the works received from tendering
contractors complying fully with the originally planned end date.

63. The renovation works are also now shown as starting later than originally
envisaged, due to the refined implementation strategy previously described.
However, these works remain within the overall programme as the further design
work has now been completed before the tendering of the works rather than after the
tendering of the works as originally envisaged.
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Figure 2
Project schedule

Project timeline

Activities/year

2010 | 2011 2012 2013 | 2014 | 2015 | 2016 | 2017 | 2018

2019 | 2020 | 2021 | 2022 | 2023

Pre-planning phase
Preliminary study
General Assembly resolution 64/243
Concept engineering and architectural study

General Assembly resolution 66/247

Planning phase
Implementation and cost plan
Establish dedicated project management capacity

Concept design for the strategic heritage plan

Phase 1 - New building H construction
Detailed design and procurement
Site preparation and excavation
(Baseline schedule from the third annual progress report)
Construction

(Baseline schedule from the third annual progress report)

L]

Phase 2.1 - Renovation of 1930s historic buildings
Detailed design and procurement

Construction

Technical design and procurement
Construction and dismatling of building E office tower

(Baseline schedule from the third annual progress report)

Phase 2.2-Renovation and dismantling of 1970s building E

Annual report of the Secretary-General to the General Assembly

7 S N |

L 4 L 2

L 4 L 4 L 4 L 4 L 4

Phase 1 - New building H construction:
Site preparation and excavation of new building H
Construction of new building H

Phase 2.1 - Renovation of 1930s historic buildings

Renovation building A (conference)

Renovation building B

Renovation building C (offices and conference)

Renovation building D (offices)

Renovation building S (offices)

Phase 2.2 - Renovation and dismantling of 1970s building E

Renovation building E (conference) and dismantling of building E (office tower)

Legend

[ | Phase

:l Completed
M To be completed

:l Baseline
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Table 1

Costs

64. As provided in previous progress reports of the Secretary-General, table 1
shows the latest revised cost plan, reflecting the current project progress.

Projected summary cost plan for the strategic heritage plan project from 2014 to 2023

(Thousands of Swiss francs)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total
Construction of new building - - — 9890 59989 43224 320 - - — 113 424
Renovation works - - - - 9120 50018 116332 69733 108 881 43062 397 145
Dismantling seven floors of
the building E - - - - - - - 7264 12711 - 19975
Associated costs - - - 782 1675 6982 10545 13712 6071 5804 45572
Consultancy services 1705 23685 36857 7268 8139 7522 8499 9891 10724 6815 121106
Project management 1268 2890 3981 4631 4601 4525 4531 4511 4511 3431 38882
Escalation - - - - 172 1371 5094 5330 9802 4870 26638
Subtotal 2973 26575 40838 22572 83697 113 641 145321 110 441 152700 63 983 762 742
Contingencies - - - 3750 6708 10141 14141 16018 16837 3251 70845
Escalation on contingencies - - - - 31 148 496 840 1 141 257 2914
Total 2973 26575 40838 26322 90436 123 931 159 958 127299 170 678 67 490 836 500

18/45

65. The changes to the cost plan since the previous progress report (A/71/403)
relate to further refinements and a higher level of design detail, which result in more
accurate cost data.

66. The updated cost estimate for the construction of the new permanent building H
is aligned with the actual contract award figures for both the early works package
and the main construction works and is now CHF 0.6 million lower than in the
previous estimate.

67. The total estimated costs for the renovation works of the existing Palais
buildings have increased significantly, by CHF 38.7 million, of which
CHF 15.8 million relates to the historic Palais buildings, constructed in the 1930s,
and CHF 22.9 million to the renovation of conference building E. This is largely due
to the further development of the design to the 50 per cent detailed design stage for
buildings B, C, D, E and S and the nearly fully completed technical design for
buildings A and B1. Specifically, these changes are largely driven by the necessity
for much more extensive works for fire and life safety code compliance than
originally envisaged, most significantly, for building E, due to the worse-than-
anticipated condition of the building, in particular the main building fagade, the
mechanical, electrical and plumbing works and particular deficiencies in the fire and
life-safety compliance of the building as compared with current codes. These issues
are exacerbated by the high levels of asbestos utilized in the original construction of
building E, which increases considerably the costs necessary to undertake works in
such a way as to protect both the occupants of the building and the workers that will
be involved in its renovation.

68. The costs estimated for associated costs have decreased by approximately
CHF 7.0 million, due to the inclusion of partitions and fixed furniture as part of the
construction works contract. In the early stages of the project, allowances for office
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partitions and for furniture were made under associated costs as it was not known at
the time if these were to be implemented as office furniture or as part of the base
construction. With the finalization of the technical and tender design, together with
the smart working office layouts, it has become clear that a significant portion of the
partitioning, and to a lesser extent some fixed furniture, will be built into the new
permanent building and constructed as part of the construction works contract. The
associated costs have been reduced accordingly and these works included within the
construction works for the new permanent building.

69. The estimated consultancy services costs increased by approximately
CHF 1.3 million due to durations longer than initially planned of the design for the
renovation works and a longer technical contract administration phase for the new
permanent building. The revised forecast for contracted programme management
support (including risk management) is in line with the revised programme
requirements, and includes an estimated cost increase of CHF 1.6 million, due to a
longer-than-planned required overall duration of these services.

70. The amount of projected contingency has been revised downwards as
compared with the previous report in accordance with the overall contingency
management strategy contained in paragraphs 81 to 84 below.

71. The estimated escalation rates calculated for the project, following a review
with the professional construction cost advisers, are 1.2 per cent for 2018, 1.4 per
cent for 2019 and 1.6 per cent per year from 2020 onwards. These updated
escalation rates are applied to the planned monthly expenditures of each project cost
element. They are not calculated on project costs which were already contracted and
committed at the time of drafting. Escalation on future costs within 2017 is
estimated at 0.0 per cent. Moreover, in line with the standard practice in previous
reporting periods, any escalation within the current reporting year would be
absorbed into the projected full annual 2017 cost. The total forecast escalation
requirements for the remaining project duration are CHF 10.6 million lower than in
the previous report.

72. Actual cumulative project expenditure for the period from 2014 to 31 August
2017 amounted to CHF 82,136,745 and the projected expenditures for the remainder
of the year 2017 are estimated at CHF 14,571,654, as presented in table 2.

73. As 2017 marks the first year of joint funding from both assessments on
Member States and the Swiss loan for the new building H construction, the
appropriations from these two main funding sources are tracked separately from
each other.

74. In order to provide full transparency on the usage of funds from the various
funding sources of the project and to enable expenditures to be tracked separately
against these, table 3 provides the funding situation against Member State assessed
contributions only.
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Table 2

Approved total funding and projected expenditures for 2014-2017

(Thousands of Swiss francs)

Total Projected
Approved Approved approved Projected expenditures Total
Member State Member State Member State Swiss loan Expenditures ~ September- projected
funding Sfunding funding funding Total funding as at December  expenditures
Description® 2014-2016 2017 2014-2017 2017 2014-2017 31 August 2017 2017 for 2014-2017
Construction and
refurbishment 3 608.0 3608.0 9 890.2 13 498.2 30543 8761.4 11 815.6
Design, consultancy and
contracted external expertise 65 532.9 2 134.7 67 667.6 3672.0 71 339.6 68 387.1 29524 71 339.6
Associated costs 566.9 215.5 782.4 782.4 782.4 782.4
Project management team
and operational expert team 8 038.1 4474.5 12 512.6 12 512.6 10 482.5 2 030.1 12 512.6
Travel 196.4 61.8 258.2 258.2 212.9 453 258.2
Total 74 334.3 10 494.5 84 828.8 13 562.2 98 391.0 82 136.7 14 571.7 96 708.4
“ Contingencies and escalation are included within the line amounts.
Table 3
Approved appropriation from Member States and projected expenditures for 2014-2017
(Thousands of Swiss francs)
Total approved Expenditure Projected
Approved Member Approved Member Member State against Member expenditures Total projected
State funding State funding funding State funding as at September- expenditures

Description® 2014-2016 2017 2014-2017 31 August 2017 December 2017 for 2014-2017
Construction and
refurbishment 3608.0 3608.0 19254 1925.4
Design, consultancy, and
contracted external expertise 65 532.9 2 134.7 67 667.6 65 385.9 2281.7 67 667.6
Associated costs 566.9 215.5 782.4 782.4 782.4
Project management team
and operational expert team 8 038.1 4474.5 12 512.6 10 482.5 2 030.1 12 512.6
Travel 196.4 61.8 258.2 212.9 453 258.2
Total 74 334.3 10 494.5 84 828.8 76 081.3 7 064.9 83 146.2
“ Contingencies and escalation are included within the line amounts.

75. Cumulative expenditures against assessments on Member States amount to

CHF 76.1 million as at 31 August 2017 and projected expenditures until the 2017

year-end are currently forecast at CHF 7.1 million against this funding source. This

would yield an expected year-end balance from assessments on Member States of

approximately CHF 1.7 million, as difference between the remainder of the received

2017 contingency allowance and the currently projected contingency requirement,

which will be carried over into the following year. The actual year-end balance may

prove to vary from this, depending whether the contingency allowance provided for

in 2017 will be further used until year-end 2017.

76. As presented in table 4 and in accordance with the previous progress report

(A/71/403), the approved funding anticipated to be drawn from the Swiss loan in

2017 amounted to CHF 37,655,900. Due to the decision to have a separate enabling

works package and delays to the tender process, the main construction of the new
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IV.

permanent building starts later in 2017 than envisaged and will be carried out over a
more compressed timescale. Therefore, the expected full year 2017 funding
requirements for expenditures against the Swiss loan amount to CHF 13.6 million.

Table 4
Projected funding from the Swiss loan and projected expenditures for 2014-2017

(Thousands of Swiss francs)

Expenditure against Projected

Projected Swiss Projected Swiss Swiss loan funding expenditures Total projected

loan funding 2017 loan funding 2017 as at 31 August September- expenditure for

Description® (as per A/71/403) (in current report) 2017  December 2017 2014-2017

Construction and refurbishment 32 228.0 9890.2 30543 6 836.0 9 890.2
Design, consultancy and

contracted external expertise 54279 3672.0 3001.2 670.8 3672.0

Total 37 655.9 13 562.2 6 055.5 7 506.7 13 562.2

“ Escalation is included within the line amounts.

77. The current year-to-date expenditures against the Swiss loan amount to
CHF 6.1 million, for the early works construction activities and the design,
consultancy and contracted external expertise costs related to the new permanent
building.

Financing
Host country loan agreement

78. The General Assembly, in section X, paragraph 19, of resolution 70/248 A,
approved the financing of the project in part through an interest-free loan from the
host country and authorized the Secretary-General to formally apply for the loan in
the amount of CHF 400 million. In section XVIII, paragraph 17, of resolution
71/272 A, the Assembly further invited the Secretary-General to take advantage of
the loan package offered by the host country. The Swiss Parliament approved the
Secretary-General’s formal loan application and the corresponding loan contract
was signed in April 2017.

79. The total loan amounts assigned to the new building and the renovation remain
unchanged, at CHF 125.1 million and CHF 274.9 million, respectively. While the
agreed loan split remains applicable, due to the dynamic character of the cost
development, the eventual amount applied thereon can be determined only once the
actual incurred costs for the new building are known. Should any balance from the
new building portion loan be achieved, such balance to the agreed
CHF 125.1 million would then be applied to the renovation of the existing
buildings.

Detailed host country loan repayment plan

80. According to the latest project schedule, the 50-year loan repayment for the
loan portion applied to the new permanent building H will begin at the end of 2020,
the year of occupation of the new building. This is one year later than estimated in
the Secretary-General’s third annual progress report to the General Assembly
(A/71/403). The repayment of the renovation portion of the loan will start in 2023.

21/45


https://undocs.org/A/71/403
https://undocs.org/A/RES/70/248
https://undocs.org/A/RES/71/272
https://undocs.org/A/71/403

Al72/521

22/45

C.

Contingency management

81. The contingency management for the project continues, as in the previous
progress reports, to be based on the risk contingency forecasts provided by the
independent risk management firm as described in section III.J above. In this
context, it is important to note the methodological differences in the calculation of
the various contingency amounts to be considered in the project contingency
management.

82. The recommended contingency allocation at a P80 confidence level is the
benchmarked result of the annual risk estimate modelling performed by the
independent risk management firm, after simulating in excess of a thousand
probabilistic computer modelled risk and uncertainty combinations for the
remaining overall project duration, based on the latest project information.
Accordingly, these calculations determine the amount of contingency necessary to
protect the project against all the possible risk and uncertainty combinations at an
80 per cent confidence level.

83. The probabilistic quantitative risk assessment methodology utilized for the
project, which was described in section II.C of the third annual progress report
(A/71/403), projects a current risk exposure at the P80 probability level of
CHF 89.3 million. The available contingency included in the cost plan assigned
against this probabilistic risk exposure amounts to CHF 70.8 million for the period
2017-2023, excluding escalation. In overall terms, the risk exposure has reduced
over time as the design became more certain and contract prices were agreed upon.
The assigned contingency within the CHF 836.5 million project envelope is
CHF 23.4 million lower than in the previous year and represents 79.3 per cent of the
updated P80 value.

84. In terms of used contingency, in 2016, after the submission date of the
previous General Assembly report (A/71/403), unforeseen expenditures had to be
covered from the contingency allotment received for additional design services
relating to the detailed design of the renovation works, amounting to CHF 230,388,
and temporary additional programme management consultancy work amounting to
CHF 44,282. Costs were also incurred in terms of smart working consultancy
services described in paragraph 21 that were also not originally envisaged, which
led to additional costs of CHF 464,276 and CHF 410,145 in the first part of 2017.
This currently disbursed amount of CHF 410,145 in 2017 against contingency
allotments received, might still increase until year-end, after submission of the
present report, should any further unforeseen activities be required.

Scheme of appropriation and assessment

85. The General Assembly, in its resolution 71/272, decided to revert to the
establishment of an assessment scheme and the currency of appropriation and
assessment for the strategic heritage plan at the main part of the seventy-second
session of the General Assembly. Three possible schemes of appropriation and
assessment for the project (one-time up-front appropriation and assessment,
multi-year appropriations and assessments, or one-time up-front appropriation with
a mix of either one-time and multi-year assessments), as well as two options for the
currency of appropriation and assessment (the United States dollar or the Swiss
franc), which were presented by the Secretary-General in his previous progress
reports (A/70/394 and A/71/403) remain valid. As requested by the Assembly,
updated charts of these options are presented in figures 4, 5 and 6, and detailed
information is provided in annex I of the present report.
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86. The General Assembly, by its resolutions 68/247, 69/262, 70/248 and 71/272,
has to date appropriated a total amount of CHF 84.8 million for the period from
2014 to 2017. Moreover, voluntary contributions were received, offsetting
assessments on Member States in the amount of CHF 1.9 million. Consequently, the
anticipated cost of the project which still remains to be financed by Member States,
amounts to CHF 349.8 million (excluding the utilization and repayment of the host
State loan).

87. The Secretary-General is currently negotiating the completion of the legal
agreement for the long-term lease of the land plots of the Villa Feuillantines, which
would yield an income of CHF 25.6 million, which would most likely be received in
three instalments in 2019, 2020 and 2021, in order to avoid building up large
amounts of Swiss francs in the project bank account.

88. Besides the aforementioned additional funding from donations and
valorization of United Nations-owned land, the two main elements of funding (the
host country loan and Member States contributions) would be utilized each year as
follows:

(a) The Swiss loan portion for the new permanent building H commenced
utilization during 2017 and is expected to be exhausted in its entirety by 2020 to
fund all eligible costs for the new building, that is, the costs of construction and
consultancy services, in the amounts forecast of CHF 13.6 million in 2017,
CHF 64.2 million in 2018, CHF 47.3 million in 2019 and the remainder of
CHF 28,096 in 2020.

(b) The loan portion for the renovation works would be used from 2019
onwards to fund part of the eligible costs for the renovation works of the existing
buildings, the related consultancy services and the dismantling of the building E
office tower, for an estimated total amount of CHF 274.9 million. As described in
previous reports, any remaining costs of construction and consultancy services for
the renovation of the existing buildings exceeding the initially agreed
CHF 274.9 million available from the Swiss loan for the renovation, would be
covered from Member States appropriation and/or donations and valorization
income, the latter two depending on their respective levels of earmarking, the
timeliness of their receipt and the point at which the actual works are undertaken.

89. As indicated in the previous progress reports, assessed contributions received
from Member States would be used each year to fund costs not eligible to be
covered by the loan and not to be financed by voluntary contributions or other
income and the following options for appropriation and assessment are again
proposed for a decision by the General Assembly:

One-time up-front appropriation and assessment

90. The remaining cost of the project to be financed by Member States from 2018
onward (CHF 349.8 million, excluding repayments of the loan) would be
appropriated in its entirety in 2018, together with a one-time up-front assessment for
each Member State’s related share, based on the regular budget scale of assessment
applicable to 2018. The detailed financing scheme for this option is shown in table Al
in annex [ and figure 3.

91. Tt should be recalled that, under this option, as the Secretariat continues to
explore alternative funding mechanisms (see section I below), the amount
equivalent to future confirmed income generated through valorization of United
Nations land and future donations received, which cover elements currently within
the scope of the project, would be returned to Member States.
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Overall financing overview: upfront appropriation in 2017 and annual use of loans *

(Millions of Swiss francs)
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* Excluding repayments of the loan.
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(b)

Multi-year appropriation and assessment

92. Multi-year appropriations and their related annual assessments on Member
States could be based on the estimated expenditures for each financial period or on
the average annual projected expenditures, as explained in paragraphs 93 and 94
below. For both options, the regular scales of assessment applicable to each
financial period for which the assessments are made would be used. For both
options too, the amount of any future confirmed income generated through
valorization of United Nations land and future voluntary contributions received,
which cover elements within the scope of the project, would be credited towards the
future yearly appropriation and assessment on Member States, in their respective
year of applicability to the project costs.

Based on the estimated expenditures for each financial period

93. Figure 4 depicts the overall financing scheme, based on the estimated
expenditures for each financial period (see also table A2a in annex I for the detailed
financing scheme). The yearly use of the renovation loan and of assessed
contributions would be determined annually from 2019 onwards as 50 per cent of
the total required funding from the loan and 50 per cent from assessed contributions
(less any income received from voluntary donations or valorization income).
Depending on the timeliness of the assessment payments received by Member
States, there could be some cash flow risks to the project under this option. Should
Member States decide as in previous years to appropriate the annual amount for the
next forthcoming year only, the amount for 2018 would be CHF 24,896,989.
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Figure 4
Overall financing overview: appropriation and loans based on annual projected expenditures *

(Millions of Swiss francs)
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* Excluding repayments of the loan.

(ii)  Based on the average annual projected expenditures

94. This option would result in equal amounts to be appropriated and assessed at
annual intervals. Figure 5 depicts the overall financing scheme with equal annual
Member States assessments, based on the average of the total project resource
requirements (see table A2b in annex I for the detailed financing scheme). Under
this option, the amount to be financed by Member States from 2018 to 2023 would
be averaged equally over the six-year period in annual amounts of CHF 58.3 million.
The use of the renovation loan would be adjusted accordingly, as also indicated in
figure 5.
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Figure 5
Overall financing overview: equal annual appropriation and annual use of loans *
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(¢) One-time upfront appropriation, with mix of one-time and multi-year assessment

95. Under this option, the remainder of the cost of the project to be financed by
Member States would be appropriated in its entirety at the beginning of 2018 but
individual Member States would then each be able to decide, whether their
assessment would be in the form of a one-time upfront payment or assessed over a
multi-year period. The phasing of the multi-year assessment could be based either
on the estimated expenditures for each financial period, or on the average annual
projected expenditures of the project. Member States would have to make their
selection (upfront or annual payment) upon receipt of the assessment letter in
January 2018, which would include the amounts corresponding to the two options.
Once a decision is made, it would be irrevocable. As the scale of assessment usually
changes every three years, gains and losses might occur as the scale of assessment
changes between Member States that select a one-time assessment and those that
select a multi-year assessment. Taking this into account, the General Assembly,
under this option, would need to decide which scale of assessment to apply for the

life of the strategic heritage plan.

96. It should also be noted that, under this option, the amount equivalent to future
income generated through the valorization of United Nations land and future
voluntary contributions received that cover elements within the scope of the project
would be either returned to those Member States that have selected the one-time
upfront payment option or credited against future yearly assessments of those

Member States that have selected the option.
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Currency of assessment

97. Financial regulation 3.10 provides that annual contributions and advances to
the working capital fund shall be assessed and paid in United States dollars.
Financial regulation 4.14 also provides that, unless otherwise provided by the
General Assembly, special accounts shall be administered in accordance with the
Financial Regulations.

98. However, since it is expected that the contracts and related expenditures for
the project will be denominated primarily in Swiss francs, and since the loan from
the host country will also be in Swiss francs, the General Assembly may wish to
decide that the appropriation and assessment for the strategic heritage plan will be
in Swiss francs to match the predominant expenditures, rather than United States
dollars. The risks associated with both options (appropriation and assessment in
United States dollars or in Swiss francs), as well as possible mitigating measures,
are presented in paragraphs 99 to 102 below.

Option 1: Appropriation and assessment in United States dollars

99. Assessments would be issued in United States dollars to Member States in
accordance with the scheme of appropriation that the General Assembly would have
decided on (see section B above), and Member States would make contributions in
United States dollars into a United States dollar bank account. Since the contracts
and related expenditure for the strategic heritage plan would be denominated
primarily in Swiss francs, receiving contributions from Member States in United
States dollars would expose the Organization to a currency risk vis-a-vis the Swiss
franc at the time of appropriation if such appropriation takes place on a yearly basis
rather than up front. Therefore, the amounts proposed for appropriation for each
financial period would be the equivalent in United States dollars of the Swiss franc
funding requirements of the project (either projected yearly expenditure or average
yearly expenditure in accordance with paragraphs 93 and 94 above), converted at
the forward exchange rate at the time of appropriation. As reflected in Assembly
resolution 71/272, section XVIII, paragraph 30, the amount proposed for
appropriation for 2017 was the equivalent in United States dollars of the Swiss franc
funding requirements of the project, converted at the revised appropriation rate of
exchange of 0.960 Swiss francs/United States dollars.

100. In addition, after appropriation, as the expenditure would occur during the
year, there would be an additional exchange rate risk during the annual financial
period. To mitigate the exchange rate risk after appropriation, and as authorized by
the General Assembly in its resolution 67/246, the Secretariat continued to purchase
Swiss franc forward contracts at the same rate of 0.960 Swiss francs/United States
to cover the funding requirements of the project for 2017. The Secretariat intends to
continue using this risk-mitigating measure for the duration of the project, should
the Assembly decide on appropriation and assessment in United States dollars.

Option 2: Appropriation and assessment in Swiss francs

101. To minimize currency-risk exposure resulting from differing currency
denominations between the incoming funds from Member States’ contributions and
the outgoing funds of the project disbursements, Member States may wish to decide
that the appropriation and assessment for the strategic heritage plan be in Swiss
francs. This decision would minimize the currency-risk exposure as outlined in
paragraphs 99 and 100 above. However, amounts assessed and contributed in Swiss
francs, to the extent that resulting balances would exceed certain thresholds, may be
subject to any negative interest rates, as explained in paragraph 103 below.
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102. Under this option, the General Assembly would decide on appropriations in
Swiss francs, decide on assessments to be issued in Swiss francs, and Member
States would make contributions in Swiss francs into a Swiss franc bank account. It
should be noted however that the current processes and systems in use within the
Organization for the issuance of assessment and for the related accounting and
reporting on the status of contributions have to date been based on the currency
stipulated in regulation 3.10 of the Financial Regulations and Rules of the United
Nations and consequently have not been adapted to address contributions assessed
and received in currencies other than the United States dollar. Should assessment be
in Swiss francs, ad hoc arrangements (such as a separate spreadsheet or database
solution) would have to be established for the issuance and reporting on such
assessment.

Negative interest rates

103. A dedicated Swiss franc bank account has been created for the strategic
heritage plan project to receive the loan amounts drawn down. The risks related to
negative interest rates are being managed and mitigated through a combination of
cash-flow management and a negotiated flexibility in the threshold level with the
bank, although this may not be sufficient to entirely avoid negative interest,
depending on the scheme of appropriation and currency of appropriation selected.
The funds drawn from the Swiss loan will continue to be disbursed in varying
instalments throughout each year to match the specific cash flow requirements of
the project, with a view to mitigating the risk of negative interest rates.

Multi-year special account

104. In the second and third progress reports on the strategic heritage plan
(A/70/394 and A/71/403), the Secretary-General proposed that the accounting of the
project be undertaken through a multi-year special account, funded through
appropriation and assessments separate from the regular budget. It was explained in
the reports that the establishment of a special account would permit the segregation
of the cost pertaining to the plan from the programme budget of the Secretariat.

105. Other benefits of establishing a multi-year account were also explained in the
reports, in particular the fact that it would provide the project owner and programme
managers with the flexibility to manage resources over a long-term horizon in line
with the scheduled needs of the project, as opposed to being constrained by the
fiscal timing of the regular programme budget cycle and would avoid the procedural
and administrative duplication whereby uncommitted balances are returned to
Member States at the end of a biennium only to be requested once more for the
following biennium as part of the subsequent proposed programme budget. Those
benefits also apply to the multi-year construction-in-progress account under the
programme budget of the United Nations that the General Assembly approved in
resolutions 70/248 A and 71/272 A for the expenditure of the strategic heritage plan
for 2014-2017. However, such an account extended until the end of the project
would still not be able to accommodate appropriations and assessments in Swiss
francs and therefore, should the Assembly decide on appropriations and assessments
in Swiss francs, and therefore the establishment of a multi-year special account
separate from the regular budget would be required.

106. It should be noted that, in order to avoid keeping the multi-year special
account open over an extended period of time, the yearly repayments of the loans
would be funded under the special account for the duration of the project until 2023,
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but would thereafter be included in the programme budget for the relevant periods.
The multi-year special account would be closed after the financial and
administrative close out of the project, assuming assessments would have been paid
in full by all Member States.

Cash-flow risk

107. In his third progress report on the strategic heritage plan (A/71/403), the
Secretary-General proposed that, should the General Assembly decide on the
establishment of a multi-year special account for the project, the plan be granted
access to the working capital fund of the programme budget established under
financial regulation 4.2 as well as to the special account. The Assembly, by its
resolution 71/272, endorsed the view of the Advisory Committee on Administrative
and Budgetary Questions that, at this stage, pending a decision of the Assembly on
the scheme of appropriation and assessment, its consideration of a mitigating
measure for a possible cash-flow risk was not valid.

108. The Secretary-General still considers that, while the appropriation and
assessment options a (one-time upfront appropriation and assessment) and ¢ (one-time
upfront appropriation, with a mix of one-time and multi-year assessments) would
increase the cash position at the start of the project, providing the capacity to respond
to any cash-flow requirement that may arise, option b (multi-year appropriations and
assessments) would present some cash-flow risks. To mitigate these risks, and should
the General Assembly decide on the establishment of a multi-year special account for
the project, it is proposed that the strategic heritage plan be granted access to the
working capital fund of the programme budget established under financial
regulation 4.2 as well as to the special account. It should be noted that, should the
Assembly decide that the accounting of the project continue to be undertaken through
a multi-year construction-in-progress account under the programme budget of the
United Nations, as approved in its resolutions 70/248 and 71/272 for the expenditure
of the plan for 2014-2017, access to the working capital fund and the special account
would be de facto granted under financial regulation 4.2.

Update on alternative funding opportunities

Valorization of United Nations-owned land

109. Pursuant to resolution 70/248 A, the Secretary-General has continued to
pursue opportunities to valorize land and other assets owned by the Organization in
Geneva, with the goal of reducing the overall assessment on Member States for the
strategic heritage plan.

110. As described in detail in the third annual progress report (A/71/403), the
United Nations currently owns and/or operates 12 plots of land in Geneva, totalling
approximately 531,667 square metres in area, of which the majority of this land (in
terms of size/area) is utilized by the Organization and/or is not currently amenable
to further valorization. The total valorization potential therefore was limited to
approximately 105,798 square metres, which is approximately 20 per cent of the
total United Nations land in Geneva. A pictorial overview of these plots is shown in
figure 6.
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Figure 6
Overview of plots of land owned and/or operated by the United Nations Office at Geneva with
valorization potential

Overview of potential land
valorization at the

United Nations Office at Geneva

United
Villa des Parc des Villale -:_\Ia'flo'ns International Tennis
Feuillantines Eeuillantines Bocage raining School Club
Centre

Plots of land with valorization

- New New Villa La
potential Building E

plaza building H Fenétre

111. The potential leasehold fees and values that could be obtained will vary
depending on the durations and contractual terms of the negotiated leasehold
contracts, which for example could include the possibility of opting for annual lease
fee payments, which typically would be calculated as a percentage of the freehold
value of the plot. A further possibility is that some or all of the lease fees could be
paid entirely up front to maximize the potential of applying the income directly
towards the costs of the strategic heritage plan, but overall this would reduce the
total amount obtained due to receiving it at a discounted rate based on today’s
prices, rather than as an annual amount paid over each of the future 90 years that
would have been annually adjusted to account for inflation. A summary of the
progress made in relation to the plots identified is provided in table 5.
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Table 5

Summary overview of plots with realistic valorization potential

Expiry date of

Estimated land

Plot  Approximate Current lease current lease valorization

No. area m’> Description of current use and present status arrangements arrangements potential

434 17,698 Area | — International Tennis Club (13,908m* — CHF 15,000 per Lease expired Very strong
originally a 10-year lease from the end of 2005) — lease year* end of 2015. potential, in
now expired. Currently on hold over arrangement with Lease extension conjunction with
short-term lease under negotiation terminating in 2020 for one year to part of plot 435,
when the legal and zoning work is estimated to be end 2017. area 2, below
finalized. Long-term lease with development rights will Extension to
then be offered to allow land to be valorized at market 2020 proposed.
value.

Area 2 — International School of Geneva (3,790m> CHF 75,000 per End 2017, then  Limited to
leased since 1977 and utilized as a school football year* increased to moderate
pitch) — income included in plot 435 below. CHF 100,000 per potential,

435 68,623 Area 1 — International School of Geneva (7,782m’ gga}guntll end de[t)endmgfon

total leased since 1969 and on which it has constructed and ’ zzgco(ngisns
maintained a primary school building). Currently under
negotiation on the basis of either a long-term lease at
market value or for the school to relocate.
Area 2 — 7,315m? part of plot that is within existing None Not applicable Can be included
Development Zone 4 (immediate construction potential) in plot 434,

area 1, above

Area 3 — Villa La Fenétre — 45,585m2 historic villa Short-term lease  On an annual Moderate
and parkland. New building H is partially located on the of office space to basis potential
plot, meaning that, potentially, only the Villa could be non-Secretariat
leased with some surrounding land; however it will need United Nations
renovation in the medium term. Security stand-off entity (144m2 —
distance can be resolved should reconstruction of the $65,174)*
United Nations security perimeter be necessary. Some of
the land could be added to plot 434 to maximize its
valorization potential further.

2009 11,600 United Nations Training Centre — in constant day-to- Subject of Not applicable Moderate
day use by the United Nations Office at Geneva and separate potential
other United Nations organizations. Valorization feasibility study
potential could be realized through relocation and the
development of a replacement training centre building
(the existing Centre is near end-of-life and not within
the scope of the strategic heritage plan).

2005 17,421 Parc Feuillantines — parkland forest designated as a Under Not applicable Long-term
green zone adjacent to plot 2079. negotiation with 90-year lease

. . . . the Fondation with

2079 Vlua Feuillantines — 19th centu.ry villa a}nd garder} pour la Cité de la development
which currently bouses some inted Nations security Musique de rights agreed for
staff and thfe Office of the Re.glonal Orpbudsman. The Genéve to use a lump sum
Unlted N.atlons Women’s Guild also utilize some rOOmMS  gjte a5 a concert amount of
in the attic. These users are to be relocated to the Palais. .11 and music CHF 25.6

2080 Parc Feuillantines — small area of parkland designated school million

as a green zone adjacent to plot 2005

* Included within net income of $1.2 million per annum, reported under income section 2 for the biennium 2016-2017.
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Progress and financing of valorization activities

112. In the third annual progress report of the Strategic Heritage Plan (A/71/403),
the Secretary-General proposed the establishment of a dedicated valorization team
consisting of a Project Coordinator (P-4) and an Administrative Assistant, to be
supported by specialist consultancy firms in the areas of real estate advisory
services, architectural design and planning services and legal services. The General
Assembly, in its resolution 71/272, section XVIII, paragraph 24, recalled paragraph
45 of the Advisory Committee report (A/71/622), which recommended against the
Secretary-General’s request for the establishment of a dedicated valorization team to
carry out such tasks, recommending instead the use of expert consultancy services
for this purpose, to be funded under section 29 of the programme budget.

113. The following progress has been made on the valorization activities and the
Villa Feuillantines transaction since the previous report:

(a) Completion of a series of valorization studies for the United Nations land
in Geneva as a whole;

(b) Various due diligence land valuations have been obtained to ensure that
the final negotiated offer, received from the Fondation pour la Cité de la Musique de
Genéve, was in excess of its current market value;

(c) Ongoing legal work by a local law firm in developing the detailed terms
of the lease agreement in cooperation with the Office of Legal Affairs, to ensure its
adherence to both the United Nations legal requirements and the relevant provisions
of the Swiss law; as well as the necessary alignment with the Fondation pour la Cité
de la Musique de Genéve and the Canton of Geneva lease agreement for the
adjacent plots of land and the required notary fees, etc.

114. To date, the sum of CHF 118,745 has currently been disbursed in relation to
these works and accommodated within section 29F, Administration, Geneva, of the
programme budget. With respect to the continuation of the valorization efforts and
plans moving forward, it should be reiterated that the planning and implementation
of the valorization strategies under way, as set out above, lie within neither the core
mission nor the competency of the United Nations and that there are no precedents
for such real estate transactions within the Secretariat. Securing the transaction for
the Feuillantines, in particular, has been complex and challenging and has had
impacts on the progress of the project owing to the involvement of key strategic
heritage plan staff members.

115. In line with paragraph 45 of the report of the Advisory Committee (A/71/622),
a procurement is currently in progress to select an expert consultancy firm required
to undertake further valorization works. The firm would include a combination of
real estate advisory, land valuation and appraisal specialists as well as providing any
necessary conceptual, zoning, architectural design and planning services. Any legal
services required would be conducted with the local law firm already advising on
strategic heritage plan-related legal issues.

116. It is estimated that the services mentioned in paragraph 115 will be required to
undertake valorization tasks over an estimated period of approximately two to three
years, starting from the completion of the procurement process of the consultancy
firm. The estimated costs of the necessary expert consultancy services are shown in
table 6. Given the resource constraints under section 29F, it is proposed that these
resource requirements be funded from the overall maximum cost of the project.
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Table 6
Cost estimates for expert valorization consultancy services

(Swiss francs)

Required consultancy services Estimated cost
Real estate advisory services firm 195 000
Architectural design and planning services firm 90 000
Legal services firm 200 000

Total 485 000
Donations

Donation policy

117. In section X, paragraph 25, of its resolution 70/248 A, the General Assembly
approved the donation policy with respect to the strategic heritage plan. The policy
provides a framework for the acceptance of voluntary contributions to the plan in
line with current United Nations rules and regulations. It covers any voluntary
contribution to the United Nations Office at Geneva that will assist in some way in
achieving the overall objectives of the project, offsetting costs and/or otherwise
enhancing the infrastructure of the Palais des Nations beyond the scope of the plan.
Examples of work that could offset costs include the renovation or construction of
conference rooms.

118. Other donations, while offered in the context of the strategic heritage plan,
may consist of elements that are not within the scope and therefore would not offset
its overall costs; for example, for works to the villas; the preservation of certain
heritage elements; the creation of recreational facilities; landscaping; and certain
security installations.

Other contributions from Member States

119. Germany has provided funding of a Junior Professional Officer Position within
the Programme Management Team of the strategic heritage plan through the Junior
Professional Officers Programme, which is centrally administered by the Capacity
Development Office within the Department of Economic and Social Affairs. The
candidate selected through a competitive selection process for this donor-funded
post joined the project team in September 2017 and is primarily supporting the
financial administration and programme management functions of the project.

Revised donations related to the objectives of the strategic heritage plan project

120. The United Nations Office at Geneva remains proactive in its efforts to solicit
donors to finance the construction and renovation work at the Palais des Nations. To
date, a number of donations have been secured toward the strategic heritage plan,
the status of which is summarized in table 7.
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Table 7

Status of secured donations related to the strategic heritage plan project

Reduction to Member

Donor Amount States assessments  Location Status
China $3,000,000 1,900,000 CHF Room C6 — Cash donation towards the
former Human creation of a multipurpose
Rights Council conference room. Currently
cinema under design as part of the
renovation works
Monaco 20,000 EUR 22,000 CHF Palais roof — Cash donation towards
photovoltaic solar  enhancement of energy
panels efficiency and sustainability
objectives
Republic of 10,000 EUR 0 CHF Parking areas solar Cash donation towards
Moldova electric car sustainability objectives of

charging points

the project. Items were not in
the strategic heritage plan
budget, although their
installation contributes to the
LEED Gold sustainability
assessment of the new

building H.

Further possible donations to the United Nations Office at Geneva

121. Since the third annual progress report, Senegal has expressed interest in making a
sizeable cash donation, which is currently subject to ratification by its parliament and
Turkey has expressed considerable interest in a donation relating to sustainable
transportation within the Palais des Nations campus and the potential to fit out a new
delegates lounge/coffee bar in building E, only the latter portion of which may possibly
reduce Member States assessments. This will be assessed further once firm details have
been agreed and binding commitments have been made for such donations.

Possible further alternative funding mechanisms
Potential utilization of rental income

122. Income generated from the rental of premises is currently recognized as
miscellaneous income under income section 2 of the programme budget and returned to
Member States. As outlined in the previous progress report (see A/71/403, para. 133), at
present approximately $1.2 million is currently generated each year from the rental of
premises to United Nations organizations and related commercial entities.

123. As a result of the strategic heritage plan project and included in the baseline
planning, additional rental income can potentially be generated by the planned
relocation of 700 staff of the Office of the United Nations High Commissioner for
Human Rights (Office of the United Nations High Commissioner for Human Rights)
to the Palais des Nations. As approximately 47 per cent of OHCHR staff positions
are funded from extrabudgetary sources, it would be possible to charge rent for the
space related to accommodating these approximately 329 extrabudgetary funded
staff from 2024 onwards, once they occupy the new building H following the
completion of the renovation of the Palais des Nations. These two income streams
are highlighted in table 8.
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Table 8

Current rental income of the United Nations Office at Geneva and projected future strategic
heritage plan baseline OHCHR rent per annum

(Millions of United States dollars)

2024
2017 2018 2019 2020 2021 2022 2023  onwards

Current rental income of the United

Nations Office at Geneva 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2

Smart working extrabudgetary OHCHR

staff — new building H - - - - - - - 2.2
Total 1.2 1.2 1.2 1.2 1.2 1.2 1.2 3.4

124. The implementation of smart working at the United Nations Office at Geneva
could potentially also bring additional rental income in terms of accommodating
other extra-budgetary funded entities, for example, up to 400 staff of UNICEEF,
could potentially be accommodated in the new building H from 2020 onwards,
subject to agreements being made in this regard. In addition, if any further staff can
be accommodated as a result of smart working and are from extrabudgetary funded
entities such as UNICEF, then even further rental income could potentially be
realized.

125. The theoretically estimated rental income that could potentially be generated
by smart working in line with the Organizations current rental charging practices is
shown in table 9. It should be noted that both tables 8 and 9 are indicative and
intended only to give a high-level overview as to the potential theoretical estimated
revenue that may be possible from such sources over the lifetime of the strategic
heritage plan project and beyond. There are several assumptions on both the number
of staff from other extrabudgetary United Nations agencies, funds and programmes
who would join the Palais and on the space occupancy and rental cost to be charged,
made in calculating these figures which have yet to be agreed to in practice. If any
of these assumptions change then the amounts shown here would also vary. It
should also be noted that the Organization is currently in the process of reviewing
the way that rental income is calculated and charged and that this may also change
in the medium term and impact these estimates.

Table 9
Potential rental income theoretically available from smart working per annum
(Millions of United States dollars)

2024

2020 2021 2022 2023 onwards

Potential extrabudgetary rental income 2.7 2.7 2.7 2.7 2.7
Total 2.7 2.7 2.7 2.7 2.7

126. It is proposed that the current annual rental income of the United Nations
Office at Geneva and the projected rental income that will come from OHCHR
relocating to the campus as part of the strategic heritage plan baseline, as shown in
table 8, as well as the potential rental income from smart working shown in table 9,
be applied to the repayments of the Swiss loan, and offset the related appropriation
and assessment from Member States during the overall repayment period of the
Swiss loan.
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VL.

VII.

Other considerations

Security considerations

127. the United Nations Office at Geneva, in close liaison with the Department of
Safety and Security, is actively engaged in developing a security master plan for the
compound. The tender process for the study phase of the security master plan was
completed in July 2017, with the assessment and recommendation reports
anticipated to be received in January 2018. Any works deemed necessary stemming
from these assessments and recommendations will be coordinated with the strategic
heritage plan project to align as closely as possible to the designed elements. In line
with the recommendation of the Advisory Committee on Administrative and
Budgetary Questions, in paragraph 50 of its report (A/71/622), any additional scope
changes and budget requests as appropriate will be presented to the General
Assembly at its seventy-third session.

Works of art, masterpieces and other gifts

128. An exhaustive inventory of art works and gifts has been finalized in full
coordination with the United Nations Library Service. It contains a comprehensive
analysis, including information about the protection and conservation of the most
valuable pieces and recommendations regarding the modalities of adequate
exhibition in the future, following the completion of the Strategic Heritage Plan. A
detailed art and heritage specifications chapter will also be included in the technical
documents of the renovation works contract packages.

Next steps

129. The project envisages that the following significant project design and
construction activities will be carried out over the next two years:

(a) Commencement of the construction of the new permanent building H in
October 2017,

(b) Completion of the detailed design, technical design and tender
documentation for the renovation works to the 1930s historic Palais buildings
during 2018;

(c) Initiation and progression of the procurement activities necessary to
select a construction contractor for the renovation of the existing 1930s historic
buildings during 2018.

Recommended actions to be taken by the General Assembly

130. The General Assembly is requested to:

(a) Take note of the present report and the progress made since the
issuance of the third annual progress report of the Secretary-General (A/71/403
and Corr.1);

(b) Take note of the decision of the Secretary General to proceed fully
with smart working in the new building H;

(c) Request the Secretary-General to report on the result of the
feasibility study and the subsequent detailed design work for the
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implementation of smart working in the historic buildings of the Palais des
Nations, including a funding proposal, in the next progress report at the latest;

(d) Authorize the charging of the cost of the valorization consultancy
services for 2018 to the project, within the overall maximum cost approved for
the project;

(e) Approve the establishment of one new temporary position of a Senior
Procurement Officer (P-5) to be based at the Office of Central Support Services
in Headquarters, effective 1 January 2018 for an initial period of one year, to
be funded within existing project resources;

(f) Decide on the scheme and currency of appropriation and related
assessment for the strategic heritage plan;

(g) Approve the establishment of a multi-year special account for the
project;

(h) Should the Assembly decide upon a multi-year scheme of
appropriation and assessment, authorize the strategic heritage plan to access
the working capital fund established under financial regulation 4.2 and the
special account, depending on the scheme of appropriation and assessment
decided upon by the Assembly under subparagraph (f) above;

(i) Authorize the use of current and future rental income at the United
Nations Office at Geneva to offset the Member State appropriation related to
the repayments of the loan.
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Annex I

Financing schemes

Table A1

Overall financing overview: upfront appropriation and loans, in Swiss francs

(Millions of Swiss francs)

Strategic heritage plan project period

(2014-2023)

Loan repayment period
(2024-2068)to be
appropriated under the
United Nations regular budget  Overall cost

to Member
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States
Member State appropriation 15.6 25.6 33.1 10.5 349.8 - - - - - 434.6 434.6
Swiss loan new construction 0.0% — - — 13.6 64.2 47.3 - — — — 125.1
Swiss loan renovation 0.0% - - - - - 14.7 80.0 63.6 85.3 31.3 274.9
Other donations’ - - - - - 1.9 - - - - 1.9
Prior year-end balance carried
forward - 12.7 11.7 3.9 1.7 - - - - - 30.0
Balance at year-end to carry forward
to next year® (12.7) (11.7) (3.9 (1.7) - - - - - - (30.0)
Total funding requirements 3.0 26.6 40.8 26.3 415.7 63.9 80.0 63.6 85.3 31.3 836.5
Member State appropriation for repayment of loans
Swiss loan new construction 0.0% — - — — — — 2.5 2.5 2.5 2.5 10.0 72.5 42,5 115.1 125.1
Swiss loan renovation 0.0% - - - - - - - - - 9.2 9.2 265.8 - 265.8 274.9
Rental income (applied to strategic
heritage plan)d - - - - - - (1.2) (1.2) (1.2) (1.2) 4.6) (33.4) (18.4) (51.8) (56.4)
Subtotal appropriation loan
repayment - - - - - - 1.3 1.3 1.3 10.5 14.6 304.9 24.1  329.0 343.6
Total Member State assessments 15.6 25.6 33.1 10.5 349.8 - 1.3 1.3 1.3 10.5 449.2 304.9 24.1  329.0 778.2

“ The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to CHF 28,09 6 and is thus too small to appear in the
present table with amounts rounded to millions of Swiss francs.

» The amount refers to financial contributions from China and Monaco.

¢ The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years
reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over of the preceding year.

¢ These annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
repayment amounts of the Swiss loan, once repayments are due, starting in 2020.
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Overall financing overview: upfront appropriation and loans in United States dollars”

(Millions of United States dollars)

Strategic heritage plan project period

(2014-2023)

Loan repayment period
(2024-2068)to be
appropriated under the
United Nations regular budget Overall cost

to Member
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States
Member State appropriation 17.1 26.8 33.5 10.9 364.3 - - - - - 4527 452.7
Swiss loan new construction 0.0% - - - 14.1 66.9 49.3 _b - - - 130.3
Swiss loan renovation 0.0% - - - - - 15.3 83.3 66.3 88.9 32.6 286.4
Other donations® - - - - - 2.0 - - - - 2.0
Prior year-end balance carried
forward - 13.9 12.2 4.0 1.8 - - - - - 31.9
Balance at year-end to carry
forward to next year? (13.9) (12.2) (4.0) (1.8) - - - - - - (319
Total funding requirements 33 28.4 41.7 27.3 433.0 66.5 83.3 66.3 88.9 32.6 871.3
Member State appropriation for repayment of loans
Swiss loan new construction 0.0% - - - - - - 2.6 2.6 2.6 2.6 10.4 75.6 443 1199 130.3
Swiss loan renovation 0.0% - - - - - - - - - 9.5 9.5 276.8 - 276.8 286.4
Rental income (applied to strategic
heritage plan)® - - - - - - (1.2) (1.2) (1.2) (1.2) (4.8) (34.8) (19.2) (54.0) (58.8)
Subtotal appropriation loan
repayment - - - - - - 1.4 1.4 1.4 11.0 15.2 317.6 25.1 3427 357.9
Total Member State
assessments 17.1 26.8 33.5 10.9 364.3 - 1.4 1.4 1.4 11.0 467.8 317.6 25.1 3427 810.5

“ Figures for 2014 and 2015 have been converted from Swiss francs to the United States dollar using the rates of exchange applicable to the final appropriation for the
biennium 2014-2015 (schedule 4, A/70/557), i.e., at 0.912 for 2014 and 0.956 for 2015. Figures for 2016 and thereafter have been converted from Swiss francs to the United
States dollar using the exchange rates applicable to the revised appropriation for the biennium 2016-2017, i.e., at 0.989 for 2016 and 0.960 for each year from 2017

onwards.

» The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to $29,267 and is thus too small to appear in this table

with amounts rounded to millions of United States dollars.

¢ The amount refers to financial contributions from China and Monaco.

¢ The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years
reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over of the preceding year.

¢ These annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
repayment amounts of the Swiss loan, once repayments are due, starting in 2020.
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Table A2a
Overall financing overview:

(Millions of Swiss francs)

appropriation and loan based on annual projected expenditures, in Swiss francs

Loan repayment period
(2024-2068) to be

Strategic heritage plan project period appropriated under the Overall
(2014-2023) United Nations regular budget cost to
Member
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States
Member State appropriation 15.6 25.6 33.1 10.5 24.6 60.1 80.0 63.6 85.3 36.2 434.6 434.6
Swiss loan new construction 0.0% - - - 13.6 64.2 47.3 = - - - 125.1
Swiss loan renovation 0.0% - - - - 14.7 80.0 63.6 85.3 31.3 274.9
Other donations” - - - - 1.9 - - - 1.9
Prior year-end balance carried
forward - 12.7 11.7 3.9 1.7 - - - 30.0
Balance at year-end to carry
forward to next year® (12.7y (1.7 3.9 (1.7 - - - - (30.0)
Total funding requirements 3.0 26.6 40.8 26.3 90.5 123.9 160.0 127.3 170.7 67.5 836.5
Member State appropriation for repayment of loans
Swiss loan new construction 0.0% - - - - 2.5 2.5 2.5 2.5 10.0 72.5 425  115.1 125.1
Swiss loan renovation 0.0% - - - - - - 9.2 9.2 265.8 - 265.8 274.9
Rental income (applied to strategic
heritage plan)? - - - - (1.2) (1.2) (1.2) (1.2) 4.6) (33.4) (18.4) (51.8) (56.4)
Subtotal appropriation loan
repayment - - - - - - 1.3 1.3 1.3 10.5 14.6 304.9 24.1  329.0 343.6
Total Member State
assessments 15.6 25.6 33.1 10.5 24.6 60.1 81.3 65.0 86.7 46.7 449.2 304.9 24.1  329.0 778.2

a

table with amounts rounded to millions of Swiss francs.

b

The amount refers to financial contributions from China and Monaco.

The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to CHF 28,096 and is thus too small to appear in this

¢ The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years

reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over of the preceding year.

¢ These annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
repayment amounts of the Swiss loan, once repayments are due, starting in 2020.
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Overall financing overview: appropriation and loan based on annual projected expenditures, in United States dollars”
(Millions of United States dollars)

Loan repayment period
(2024-2068)to be

Strategic heritage plan project period appropriated under the Overall

(2014-2023) United Nations regular budget cost to

Member

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States

Member State appropriation 17.1 26.8 335 109 25.6 62.6 83.3 66.3 88.9 37.7 452.7 452.7
Swiss loan new construction 0.0% - - - 141 669 49.3 b - - - 130.3
Swiss loan renovation 0.0% - - - - - 15.3 83.3 66.3 88.9 32.6 286.4
Other donations® - - - - - 2.0 - - - - 2.0
Prior year-end balance carried forward - 139 122 4.0 1.8 - - - - - 31.9
Balance at year-end to carry forward to next year’ (13.9) (12.2) (4.0) (1.8) - - - - - - (319
Total funding requirements 3.3 284 41.7 273 942 129.1 166.6 132.6 177.8 70.3 871.3

Swiss loan new construction 0.0% - - - - - - 2.6 2.6 2.6 2.6 10.4 75.6 443 1199 130.3

Swiss loan renovation 0.0% - - - - - - - - - 9.5 9.5 276.8 - 276.8 286.4

Rental income (applied to strategic heritage plan)® - - - - - - (1.2) (1.2) (12) 1.2 4.8) (34.8) (19.2) (54.0) (58.8)

Subtotal appropriation loan repayment - - - - - - 1.4 1.4 1.4 11.0 15.2 317.6 25.1 3427 357.9

Total Member State assessments 17.1 26.8 33.5 109 25.6 62.6 84.7 67.7 90.3 48.6 467.8 317.6 25.1 342.7 810.5

B

Figures for 2014 and 2015 have been converted from Swiss francs to the United States dollar using the rates of exchange applicable to the final appropriation for the
biennium 2014-2015 (schedule 4, A/70/557), i.e., at 0.912 for 2014 and 0.956 for 2015. Figures for 2016 and thereafter have been converted from Swiss francs to the U nited
States dollar using the exchange rates applicable to the revised appropriation for the biennium 2016-2017, i.e., at 0.989 for 2016 and 0.960 for each year from 2017
onwards.

The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to $29,267 and is thus too small to appear in this table
with amounts rounded to millions of United States dollars.

The amount refers to financial contributions from China and Monaco.

The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years
reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over of the preceding year.

These annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
repayment amounts of the Swiss loan, once repayments are due, starting in 2020.
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Table A2b
Overall financing overview: equal annual appropriation and loans, in Swiss francs

(Millions of Swiss francs)

Strategic heritage plan project period
(2014-2023)

Loan repayment period
(2024-2068) to be
appropriated under the
United Nations regular budget

Overall cost

to Member
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States
Member State appropriation 15.6 25.6  33.1 105 58.3 58.3 58.3 58.3 58.3 58.3  434.6 434.6
Swiss loan new construction 0.0% _ - _ 13.6 64.2 473 a _ _ — 1251
Swiss loan renovation 0.0% _ _ _ _ _ _ 84.3 69.0 112.4 92 274.9
Other donations” _ _ _ - _ 1.9 _ _ _ 1.9
Prior year-end balance carried
forward - 127 117 3.9 1.7 - - - - 300
Balance at year-end to carry
forward to next year® 127y  ar7 (3.9 (1.7 - - - - - (30.0)
Total funding requirements 3.0 26.6 40.8  26.3 124.2 107.5 142.7 127.3 170.7 67.5  836.5
Member State appropriation for repayment of loans
Swiss loan new construction 0.0% - - - - - - 2.5 2.5 2.5 2.5 10.0 72.5 425 115.1 125.1
Swiss loan renovation 0.0% _ _ _ _ _ _ _ _ 9.2 9.2 265.8 —  265.8 274.9
Rental income (applied to strategic
heritage plan)* - - - - - - (1.2) (1.2) (1.2) (1.2) (4.6) (33.4) (18.4) (51.8) (56.4)
Subtotal appropriation loan
repayment - - - - - - 1.3 1.3 1.3 10.5 14.6 304.9 24.1  329.0 343.6
Total Member State
assessments 15.6 25.6  33.1 10.5 58.3 58.3 59.6 59.6 59.6 68.8  449.2 304.9 24.1  329.0 778.2

a

table with amounts rounded to millions of Swiss francs.
The amount refers to financial contributions from China and Monaco.

The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to CHF 28,096 and is thus too small to appear in this

¢ The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years

d

repayment amounts of the Swiss loan, once repayments are due, starting in 2020.

reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over.
These annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
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Overall financing overview: equal annual appropriation and loans in United States dollars*
(Millions of United States dollars)

Loan repayment period
(2024-2068)to be

Strategic heritage plan project period appropriated under the

(2014-2023) United Nations regular budget Overall cost

to Member

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total 2024-52 2053-68 Total States

Member State appropriation 17.1  26.8 335 109 60.7 60.7 60.7 60.7 60.7 60.7 452.7 452.7
Swiss loan new construction 0.0% - - - 141 669 49.3 b - - - 130.3
Swiss loan renovation 0.0% - - - - - - 87.9 719 117.1 9.6 286.4
Other donations® - - - - - 2.0 - - - - 2.0
Prior year-end balance carried forward - 139 122 4.0 1.8 - - - - - 31.9
Balance at year-end to carry forward to next year’ (13.9) (12.2) (4.0) (1.8) - - - - - - (319
Total funding requirements 3.3 284 41.7 27.3 1294 112.0 148.6 132.6 177.8 70.3 871.3

Swiss loan new construction 0.0% - - - - - - 2.6 2.6 2.6 2.6 10.4 75.6 443 1199 130.3

Swiss loan renovation 0.0% - - - - - - - - - 9.5 9.5 276.8 - 2768 286.4

Rental income (applied to strategic heritage plan)® - - - - - - (1.2) (1.2) (12) 1.2 (4.8) (34.8) (19.2) (54.0) (58.8)

Subtotal appropriation loan repayment - - - - - - 1.4 1.4 1.4 11.0 15.2 317.6 25.1 3427 357.9

Total Member State assessments 17.1 26.8 33.5 109 60.7 60.7 62.1 62.1 62.1 71.7 467.8 317.6 25.1 342.7 810.5

B

Figures for 2014 and 2015 have been converted from Swiss francs to the United States dollars using the rates of exchange applicable to the final appropriation for the
biennium 2014-2015 (schedule 4, A/70/557), i.e., at 0.912 for 2014 and 0.956 for 2015. Figures for 2016 and thereafter have been converted from Swiss francs to the United
States dollar using the exchange rates applicable to the revised appropriation for the biennium 2016-2017, i.e., at 0.989 for 2016 and 0.960 for each year from 2017
onwards.

The currently forecast remaining amount to be drawn from the Swiss loan for the new construction in 2020 amounts to $29,267 and is thus too small to appear in this table
with amounts rounded to millions of United States dollars.

The amount refers to financial contributions from China and Monaco.

The projected year-end balance for 2017 is based on the assumption that the assigned contingency for 2017 would be used in 2017. The year-end balances of previous years
reflect the difference between the actual expenditures and the sum of the total financing received plus the respective previous year’s carry-over of the preceding year.

The annual income amounts refer to the current rental income as described in paragraph 129, should Member States decide to apply this income to (partly) offset the
repayment amounts of the Swiss loan, once repayments are due, starting in 2020.
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Annex I1

Status of implementation of recommendations of the Board
of Auditors

A. Status of implementation of recommendations of the Board of
Auditors contained in its report on the strategic heritage plan

Action reported by
Recommendation management

Monitor the implementation of various activities to minimize time overruns Implemented
and take proactive remedial measures to meet project timelines without any
dilution of the quality and scope of the project deliverables.

Expedite such activities as the development of project manuals, including Implemented
change control, ensure the inclusion of security standards at the design stage

and maintain a consultation process with all stakeholders to ensure a smooth

transition.

Formulate specific risk mitigation plans for each identified risk area so that Implemented
there is no impediment during the course of implementation of the project
that compromises stipulated cost or timelines.

Refine and update the preliminary budget estimates on the basis of a standard Overtaken by
schedule and proper analysis of rates with reference to standardized pricing events — closed
books and established industry guidelines set by internationally recognized

standard-setting bodies with enhancement for local conditions, as necessary.

Establish a more refined policy as to how inclusions and exclusions of Overtaken by
projects funded by donations or voluntary contributions shall be given effect  events — closed
in the budget and cost estimates of the strategic heritage plan, particularly as

the project enters the construction phase and initiate steps to see how

maintenance requirements would be funded after completion of the project.

Refine the terms of reference of the Advisory Board and the Steering Implemented
Committee for clarity, with clear definition of their responsibilities and

jurisdiction.

Engage with both its own staff and clients to ensure that the project Implemented

progresses without impediments and while causing minimum dislocation of
essential services.

Ensure adherence to the provisions of the Financial Regulations and Rules of Implemented
the United Nations and the Procurement Manual to protect the interests of the

Organization and minimize deviations there from. Where such deviations are

deemed necessary, there must be clear and transparent justification along

with approval of the competent authorities.

“ A/70/569.
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B. Status of implementation of recommendations of the Board of
Auditors contained in its report on the strategic heritage plan”

Action reported by
Recommendation management

Adjust the governance structure to preclude any risk of conflicts of interest. In progress
In particular, the role of the Director of Administration as senior user must be

segregated from the duties of the project executive and from the duties of the

strategic heritage plan project director.

The project owner should put in place both independent and integrated risk In progress
management, as separate functions, and revise and specify the liaison of the

two different risk management functions in the strategic heritage plan

programme.

The project owner should seek a framework for staff continuity within the In progress
strategic heritage plan project.

(a) The strategic heritage plan team should finalize the parts of the In progress
programme manual related to the construction phase; and (b) the project
owner should approve and implement the programme manual.

For future strategic heritage plan solicitations, the United Nations Office at Implemented
Geneva should review as to whether impacts of acceptance and non-

acceptance of substantial contract clauses are appropriately reflected in the

evaluation methodology and criteria.

Involve local lawyers and review as to whether amendments/clarifications on  Implemented
the warranty regime as set forth in the contract (including the conditions and

the specifications) are deemed necessary and feasible. If so, consider

developing a clear and comprehensive warranty regime in the contract.

Concerning future contract drafting, the Board recommends that the Office In progress
ensure that general contract terms and specifications are aligned more
closely.

The United Nations Office at Geneva should take effective action during the = Implemented
procurement process for the strategic heritage plan because any further delay

will jeopardize meeting the envisaged start date of the construction.

Nonetheless, accuracy and rigorous leadership of actions must be ensured

because weaknesses in that regard may cause further delays.

“ A/72/5 (Vol. 1).
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