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Report of the Board of Auditors on the strategic heritage
plan of the United Nations Office at Geneva

Summary

The strategic heritage plan involves the renovation of the United Nations Office
at Geneva to meet the requirements of the Organization and address health, safety and
working conditions. The Office serves as a global centre for, inter alia, the
Organization’s activities related to sustainable development, humanitarian, human
rights, disarmament and disaster risk reduction. The United Nations Office at Geneva
complex is the largest United Nations conference centre in Europe.

On 27 December 2013, the General Assembly, in its resolution 68/247 A,
concurred with the need to address the health, safety, usability and access needs of the
Palais des Nations. The Assembly stressed the importance of oversight with respect to
the development and implementation of the strategic heritage plan and requested the
Advisory Committee on Administrative and Budgetary Questions to request the Board
of Auditors to initiate oversight activities and to report thercon to the Assembly.
Pursuant to that resolution, the Chair of the Advisory Committee requested the Board
of Auditors to consider the matter and to report thereon to the Assembly. In response,
the Chair of the Board of Auditors confirmed on 27 August 2014 that the Board would
audit and report on the strategic heritage plan. On 24 November 2015, the Board
transmitted its first report on the strategic heritage plan (A/70/569). The Board also
reported on the strategic heritage plan in its report on the financial statements of the
United Nations for the year ended 31 December 2016 (A/72/5 (Vol. 1) and A/72/5
(Vol. I)/Corr.1, chap. II, sect. L).

In its resolution 70/248 A, the General Assembly approved the proposed scope,
schedule and estimated cost of the strategic heritage plan in the maximum amount of
CHF 836.5 million. The project is expected to be completed in 2023. It is planned to
be implemented in two main phases: the construction of the new building commenced
in 2017 and is contracted to be completed in 2019, and the renovation of the existing
buildings is envisaged to be completed in 2023.

The Board conducted the audit at the United Nations Office at Geneva in the
periods from 18 September to 20 October 2017 and from 29 January to 9 February
2018.

Status of implementation of previous audit reccommendations

Out of the eight recommendations made in the Board’s first report on the
strategic heritage plan (A/70/569), six (75 per cent) have been implemented and two
(25 per cent) were overtaken by events, as indicated in the audit report (A/72/5 (Vol.
I) and A/72/5 (Vol. I)/Corr.1) and its annex II. Out of the nine recommendations made
in the audit report, five (56 per cent) have been implemented and four (44 per cent)
are currently under implementation.

Activities planned and accomplished since the first report of the Board

In its first report on the strategic heritage plan, the Board indicated areas of
concern that had implications for both timely completion of the project and its overall
costs. Subsequently, the strategic heritage plan team has taken substantial steps
towards creating a target-oriented framework. The main steps have been as shown
below:
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(a) The strategic heritage plan team and the Director of Administration, acting
as project executive, hold regular meetings with stakeholders and town hall meetings.
Working groups have been established to respond to specific objectives and meet
regularly to discuss strategies proposed, approved and implemented with regard to the
design of the buildings;

(b) The implementation of the flexible workplace strategy is proceeding. A
study on utilization of the existing space within the Palais des Nations was performed.
The outcome of that activity analysis highlighted that the individual office workspaces
were utilized throughout the day at an average rate of approximately 51 per cent;

(c) The strategic heritage plan team, together with the risk management firm,
has developed a risk management strategy consisting of two elements: a risk analysis
tool that is used for analysing risks according to their impact on the timing and the
finances of the project; and a risk register that provides specific actions to be taken
with regard to each risk;

(d) An agreement with the Office of Central Support Services within the
Department of Management has been reached to streamline procurement procedures
for the strategic heritage plan;

(e) In connection with the technical and commercial evaluation of proposals for
the construction of the new building, a committee to evaluate risk mitigation has been
established. Among other things, the committee reviews both technical and commercial
proposals for strategic pricing, subeconomic pricing and mismatches in pricing.

In terms of design and construction work, the following milestones had been
reached at the time of audit completion in February 2018:

(a) The completion of enabling work, such as excavation work for the
construction of the new building H in August 2017;

(b) The contract award for the work on building H on 4 September 2017 and
commencement of the respective work;

(c) The integration of flexible workplace strategies in the design work contract
for building H;

(d) The completion of the occupancy studies related to the implementation of
flexible workplace strategies;

(e) The further development within the renovation design of measures to
eliminate physical, communication-related and technical barriers to persons with
disabilities;

(f) The detailed design for renovation work on buildings B2, C, D, S and E and
technical design for buildings A and B1 have largely been completed;

(g) A decision has been taken to bring the design of all renovation work to the
level of full technical design before tendering the renovation work contracts, meaning
a consistent design-bid-build approach instead of the previous approach in which the
work contractor would provide a significant portion of the design;

(h) The procurement process for technical design work for buildings B2, C, D
and S was, as a consequence of the decision to adopt a consistent design-bid-build
approach, largely completed.

The Board acknowledges the activities accomplished. Nevertheless, there is
room for improvement in several areas addressed by the recommendations of the
Board, information on which is presented below.
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Introductory remarks

As of the most recent audit visit, the strategic heritage plan project was in the
early stages of construction work on the new building and the procurement procedure
for renovation work. The United Nations Office at Geneva has proven its willingness
and flexibility with regard to adapting its procedures to the specific needs of the
project, which is far from the day-to-day business of the Office. Hence, the
procurement procedure for the work contract for the new building has been completed
on schedule without major issues. Nevertheless, the already very ambitious overall
project schedule has become even tighter, owing to delays in construction work on the
new building, implementation of the flexible workplace strategies and pressures
relating to the change in the implementation strategy for the renovation work. While
this new implementation strategy might ultimately be beneficial to the project, it
involves completing the design to a greater level of detail much earlier in the process,
prior to tendering for the general contractor. The timeline for the remaining technical
design for renovation work prior to tendering is considered to be especially ambitious.
Delays in this design work may have an impact on the start of renovation work. It is a
constant challenge for the strategic heritage plan project team to ensure that the
contractors fulfil their contractual obligations. The strategic heritage plan team also
needs to continue to clearly identify and address other risks in terms of time and cost,
e.g. potential conflicts with the conference schedule.

Besides the concern related to the timely completion of the project, further
improvements are needed in the fields of project governance, management of
procurement and construction contracts; building design, construction and
maintenance; and valorization. While management has implemented a risk
management strategy, that strategy needs to be updated to align more closely with the
guidelines for the management of construction projects document dated January 2016,
produced by the Overseas Property Management Unit within the Office of Central
Support Services at Headquarters. Furthermore, the contingency level and estimated
budget overrun should be presented in a more transparent way; a process for usage of
contingencies that meets the requirements of the guidelines for the management of
construction projects also needs to be formalized.

Stipulated delay damages need to be enforced in accordance with the contract
conditions; procurement procedures for keeping sensitive data confidential need to be
enhanced; and the processing of change orders is crucial for managing construction
contracts.

Given that the construction work is already ongoing, there was an urgent need at
the time of the Board’s most recent visit to decide how the flexible workplace
strategies could be implemented on all floors of the new building. Furthermore,
management needed to reconsider the implementation of flexible workplace strategies
in the historic buildings of the Palais des Nations.

Regarding the building design, construction and maintenance, envisaged energy -
saving targets need to be reviewed and reference baselines need to be determined.
Otherwise, it will not be possible to measure the energy savings achieved through the
implementation of the strategic heritage plan. Furthermore, a maintenance strategy for
the renovation work is already needed, and the expected future maintenance and
operational costs are yet to be calculated.

The General Assembly originally requested the Secretary-General to explore all
possible alternative funding mechanisms in order to reduce the overall assessments on
Member States and to report on concrete steps taken prior to its decision that all income
from rental or valorization of land owned by the Organization in Geneva would be
reflected in income section 2 and not to link it to the strategic heritage plan project.
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While valorization proposals have been produced for plots of land with the highest
valorization potential, a comprehensive valorization strategy for all parcels with
valorization potential is still lacking.

The Board’s key findings and recommendations are summarized below.

Key findings
Activities planned and accomplished during the reporting period

It had been envisaged that, by the end of the reporting period in February 2018,
the enabling work for the new building H would have been completed and construction
work on building H would have commenced. Concerning the renovation of the existing
buildings, it had been envisaged that the detailed design would have been completed
and the tendering for the work contract would have been launched.

The enabling work and the procurement process for work on building H,
including the contract award, were completed on schedule; however, the milestones
for the renovation of the existing buildings have not been fully achieved. The
completion of the design, parts of which were delivered at least six months later than
originally planned, was rescheduled and the procurement process for the renovation
work has not yet started. This is mainly the result of a change in the implementation
strategy. The design work is to be brought to a more complete level of design (and
therefore completed later in the schedule), which will allow for tendering the work in
a more traditional design-bid-build mode. The Board acknowledges the potential
advantages connected to this strategy. Nevertheless, since the change in strategy
occurred rather late in the process, it entails a tighter design schedule. This may lead
to delays in the completion of the design and in the procurement timeline.

Project governance

The risk management strategy of the strategic heritage plan does not fully align
with the guidelines for the management of construction projects. Furthermore, the risk
reporting did not meet the requirements of the risk management strategy for part of
2017. A complete monthly report from the independent risk management firm, with
detailed information regarding mitigation strategies, progress and delays, was lacking
from April 2017 to September 2017. From April to July 2017, the firm reported only
the top 10 risks, along with mitigation actions and progress, even though the risk
management strategy stipulates that all critical and major risks, i.e. all risks with a risk
score above 10, are to be reported monthly, along with detailed mitigation actions.

A project contingency allowance should be held in reserve for risks that occur
and require financial mitigation. Therefore, it is essential that contingency be
calculated accurately and appropriately. The contingency amount is defined in the
guidelines for the management of construction projects as the amount of money or
time needed above the estimate to reduce the risk of budget or time overruns to a level
acceptable to the Organization. The contingency allowance determined by the project
team as at December 2017 amounted to CHF 70.821 million. As highlighted in the
2017 annual progress report on the strategic heritage plan, in the supplementary
financial information for the Advisory Committee on Administrative and Budgetary
Questions, that was the result of a substantial increase in the base costs since the outset
of the project, compared with a contingency allowance of CHF 87.634 million
determined by the risk management firm. Since the contingency amount is to be added
to the base project cost estimates, there is a gap of CHF 19.404 million. This represents
an estimated budget overrun under current conditions. It results in a 53 per cent
confidence level with regard to completing the project within budget, which means
that the available contingency provision covers just 53 per cent of all potential risks.
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In the second quarter of 2017, the confidence level with regard to completing the
project within the budget was still at 81 per cent. Owing to this development,
management needs to establish additional mitigation strategies in the event that the
confidence level decreases below 50 per cent.

No structured process for the use of contingency is in place. The project team
defines the use of contingency as unforeseen expenditures that are not included in the
base cost estimate of the previous annual report on the strategic heritage plan. Thus,
the accrued costs are tracked against the base cost estimate of the previous progress
report. The method of using alternating base cost estimates to determine the amount
of the contingency usage is not accurate. Additionally, the construction contingencies
used are not reconciled with the risks that have occurred in the risk management
system. Therefore, a full and transparent view of contingency usage is not ensured.

Project progress

To date, the contractor for the construction work has not met the stipulated
deadlines for the early sections of work, which were 15 December 2017 and
16 February 2018. Nevertheless, these delays will not necessarily have an impact on
the overall completion date for building H since other work does not depend on the
completion of those early sections. Furthermore, unexpected ground conditions have
required extra work, such as a retaining wall, for which an extension of time has been
agreed with the contractor, meaning a revised completion date of 13 January 2020
instead of 29 November 2019. Further delays may arise as a result of the upcoming
implementation of flexible workplace strategies in the design of building H. Delays in
the completion of building H might affect the envisaged overall schedule of the
strategic heritage plan project since it is planned that renovation work for buildings D
and S will start after the occupation of building H. Building H is intended to be used
as swing space during the renovation phase.

The schedule for the technical design and tender documentation for buildings B2,
C, D and S is very ambitious. There is a high risk of not meeting the tight schedule for
issuing tender documents. Such delays may lead to delays in the procurement process
for the historic Palais, which in turn may ultimately lead to conflicts between the
building A work and the conference schedule, with a risk of further delays and extra
costs if mitigation actions are not successful.

Procurement and construction contracts

The tender documents for the construction contract for building H designated
one supplier for access control and fire detection equipment and one supplier for video
surveillance equipment. In response to a question by a bidder, management clarified
that bidders would need to approach those two companies directly for such work
during the bidding stage and that management expected the companies to be direct
subcontractors of the bidders. Those subcontractors had a complete overview of all
seven companies (out of 17 potential vendors invited, a list of which was published)
that were preparing bids. Therefore, there was a general risk that, with the help of
mandatory subcontractors, bidders could contact one another. To minimize any risks
to the Organization, management should ensure that in future such companies sign
specific non-disclosure agreements.

The tender documents for the construction contract for building H comprised a
comprehensive draft contract for construction services. The contract terms were aimed
at fully protecting the interests of the Organization. The bidders were requested to
indicate whether they accepted the draft contract. The evaluation of acceptance or
non-acceptance of the draft contract by bidders comprised a rather low percentage of
total weight, whereby bidders received zero points for any remarks apart from
grammatical comments on the contract conditions. For this reason, on the one hand,
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the chances of winning the tender for bidders that rejected the contract clauses to a
great extent were still too good. On the other hand, minor changes in contract clauses
were penalized too severely.

Flexible workplace strategies

The contract for the main construction work on the new building H is based
mainly on plans and designs issued in December 2016, without taking into
consideration the full implementation of flexible workplace strategies. The
construction work for the new building started at the end of 2017. Implementing
flexible workplace strategies will lead to changes in the technical design of the
architectural interior, drywall installation, the technical ceiling, electrical installation,
plumbing and sprinkler systems, information and communications technology and
audiovisual facilities, firewalls and smoke protection systems. According to the
analysis of the consultants, these changes may lead to extra costs of up to
CHF 7 million.

Building design, construction and maintenance

The data provided by the Facilities Management Section of the United Nations
Office at Geneva and the strategic heritage plan project team regarding energy
consumption at the Palais des Nations differ significantly. Therefore, the data are
currently not a reliable basis for enabling the project team to predict possible energy
savings and cost savings.

The renovation of the Palais will take place in single sections. Nevertheless, all
technical building systems in single sections, such as heating, sanitary, lighting and
electrical systems, are interconnected. The project team will hand over completed
sections to the Facilities Management Section while the other sections are still under
construction. At the time of the audit, the project team did not have a maintenance
strategy to avoid duplication of efforts and there was a lack of clarity regarding what
would happen during the period during which some sections had already been
completed and other sections were still under construction. In the event of a breakdown
of the technical building systems in a complete section, the responsibilities were not
clear.

Potential alternative sources of project financing

The applicable and potential rental income of premises was not based on current
contracts and data. Regarding the assumption of potential future rental income from
the Office of the United Nations High Commissioner for Human Rights, the
calculations were based on data from 2012 and 2013.

Although management already knew in 2014 about the valorization potential and
realistic local lease conditions of several parcels owned by the United Nations Office
at Geneva, it did not develop a timely strategy to achieve a higher rental income or
sale at market value. The strategic approach for valorizing United Nations-owned land
in Geneva that is not fully utilized by the United Nations, as best as possible and in a
defined period of time, needs to be improved.

Main recommendations

The Board has made recommendations for improvements throughout the present
report. The main recommendations are set out below.
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Project governance
Management should:

(a) Update the risk management strategy for the strategic heritage plan to
align it more closely with the guidelines for the management of construction
projects, and risk reports should be prepared accordingly;

(b) Establish a process with additional mitigation strategies in the event
that the confidence level with regard to completing the strategic heritage plan
within the budget falls below 50 per cent;

(c) Ensure reconciliation of occurred risks and the corresponding
contingency usage, and track the accrued cost against the initial baseline costs.

Project progress
Management should:

(a) Take appropriate action to accelerate the construction work on
building H to mitigate the current delay and to finalize the drafted technical
variations to the contract with the construction firm working on building H;

(b) Consider fallback options in the event of delays in design for
buildings B2, C, D and S and in construction work for building A.

Procurement and construction contracts
Management should:

(a) Review, with regard to upcoming procurement procedures, whether it
is inevitable that all bidders will need to contact a designated subcontractor
during the bidding stage;

(b) Ensure that sensitive information on the procurement procedure is
kept confidential by designated subcontractors, e.g. by concluding non-disclosure
agreements that explicitly cover information connected to the procurement
process;

(c) Consider whether, if the conditions of contract shall be subject to
negotiation at all, the scoring of acceptance of the conditions of contract should
be more flexible and differentiate between minor and major modifications
requested by bidders.

Flexible workplace strategies

Management should urgently decide on how to implement flexible workplace
strategies on all floors of the new building to avoid any further risk of
amendments, delays and extra costs for the general contractor.

Building design, construction and maintenance
Management should:

(a) Base the calculation of energy savings on sound and reliable data on
the energy consumption at the Palais des Nations before the implementation of
the strategic heritage plan started, namely, before the start of construction work
on the new building;

(b) Develop a sound and clear maintenance and operational strategy for
the period during which sections of the Palais des Nations will have already been
renovated while other connected sections will still be under construction. The
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experience of the Facilities Management Section needs to be considered in the
development of this strategy.

Potential alternative sources of project financing
Management should:

(a) Update and calculate the applicable and potential rental income of
premises based on current contracts, data and realistic assumptions, taking into
account the number of relocating staff, appropriate rental cost (using the arm’s
length principle) and an updated funding key for the Office of the United Nations
High Commissioner for Human Rights;

(b) Develop a detailed valorization strategy for all parcels with
valorization potential.
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Strategic heritage plan: key facts

Objective: To modernize and renovate the United Nations Office at Geneva complex
at the Palais des Nations in Geneva

CHF 836.5 million Approved maximum overall cost

2017 Commencement of construction work on new building
(building H)

2019 Envisaged completion of construction of new building and
commencement of renovation of historic buildings A, C, D
and S

2021 Envisaged completion of renovation of historic buildings A, C,

D and S; commencement of renovation of historic building B
and dismantling and renovation of existing building E

2023 Envisaged completion of renovation of existing buildings

Mandate, scope and methodology

1. The United Nations Office at Geneva is the representative office of the
Secretary-General of the United Nations in Geneva. The Palais des Nations is a
historical office of the United Nations and serves as the largest United Nations
conference centre in Europe. The strategic heritage plan involves the renovation of
the Palais and the establishment of a new building to meet the requirements of the
Organization and address health, safety and working conditions.

2. In its resolution 68/247 A, the General Assembly stressed the importance of
oversight with respect to the development and implementation of the strategic
heritage plan and requested the Advisory Committee on Administrative and
Budgetary Questions to request the Board of Auditors to provide oversight assurance
and to report annually thereon to the Assembly.

3. Pursuant to the above-mentioned resolution, the Chair of the Advisory
Committee requested the Board to consider the matter and report annually thereon to
the General Assembly. In response, on 27 August 2014, the Chair of the Board
confirmed that the Board would audit and report on the strategic heritage plan.

4.  The first report of the Board (A/70/569) was submitted on 24 November 2015
and discussed by the General Assembly at its resumed seventieth session. The Board
reconsidered its reporting timelines, keeping in mind that it would be more effective
to align its reports with the progress report on the strategic heritage plan, and agreed
on 7 September 2016 to submit its remaining four reports on the strategic heritage
plan in July of 2018, 2020, 2022 and 2024. The Chair of the Board further confirmed
that, in the event of any issue arising with respect to the strategic heritage plan that
would need to be reported on at other dates in the intervening years, the Board would
then include it in Volume I of its report on the financial statements of the United
Nations. Accordingly, the Board reported its findings and recommendations of the
intervening year, 2017, in its report on the financial statements of the United Nations
for the year ended 31 December 2016 (see A/72/5 (Vol. I) and A/72/5 (Vol. I)/Corr.1,
chap. II, sect. L).

5. The Board coordinated its audit with the audit of the Office of Internal Oversight
Services (OIOS) and agreed that the topic of safety and security would be covered by
the audit of OIOS.
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6. The Board conducted its audit at the United Nations Office at Geneva from
18 September to 20 October 2017 and from 29 January to 9 February 2018. The audit
exercise was conducted in accordance with General Assembly resolutions 74 (I) and
68/247 A, in conformity with the Financial Regulations and Rules of the United
Nations and the International Standards on Auditing, as applicable.

Project oversight

7. Since the construction of the Palais des Nations in the 1930s and building E in
1973, the compound has undergone only minimal maintenance and repairs that were
considered necessary for the Office’s operations. Such limited maintenance over time
has resulted in an increase in maintenance requirements and costs, as well as an
increasing risk to the safety, security and health of United Nations delegates, staff and
the more than 100,000 visitors per year. As a result of the gradual deterioration of the
Palais des Nations buildings over several decades, the strategic heritage plan was
initiated to renovate and modernize the compound. The United Nations Office at
Geneva serves as a global centre for the Organization’s activities related to
sustainable development, humanitarian, human rights, disarmament and disaster risk
reduction. The Palais de Nations is the largest United Nations conference centre in
Europe. The buildings contain 34 major conference rooms and around 2,800
workspaces, including 222 touchdown workspaces for conference participants.

Key objectives of the project
8.  The key objectives of the strategic heritage plan are:

(a) To guarantee and ensure the business and operational continuity of the
Palais des Nations by maintaining its day-to-day business;

(b) To meet all relevant regulations related to fire protection, health and safety
and compliance with the building code;

(¢) To meet all relevant regulations relating to persons with disabilities,
including provisions for accessibility and technology;

(d) To repair and update the building enclosure and the electrical, mechanical
and plumbing systems in order to meet relevant health and safety regulations and
reduce energy consumption and costs;

(e) To upgrade the existing information technology networks, broadcasting
facilities and conference systems in compliance with industry standards;

(f) To optimize the use of the available interior spaces and conference
facilities, providing flexible and functional conference rooms;

(g) To preserve the heritage of, prevent irreversible deterioration or damage
to, and to restore and maintain the capital value of the Palais des Nations and its
contents.

Budget

9. Inits resolution 70/248 A, the General Assembly approved the proposed scope,
schedule and estimated cost of the strategic heritage plan in the maximum amount of
CHF 836.5 million.

10. The Government of the host country has offered a loan package of
CHF 400 million, covering both the new building (CHF 125.1 million) and the
renovation of the existing buildings (CHF 274.9 million) at a zero per cent rate of
interest. The loan contract was signed in April 2017.
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11. The Secretary-General, in his third annual progress report (A/71/403 and
A/71/403/Corr.1), estimated expenditures of CHF 49.886 million for 2017; the
revised planned expenditures as set out in his fourth annual progress report
(A/72/521) were CHF 26.322 million. According to Umoja, the expenditures on the
strategic heritage plan during 2017 were CHF 24.013 million.

Project schedule

12. The project is expected to be completed in 2023 and will be implemented in two
main phases (see annex I to the present document for schedules of project
implementation according to the second and fourth annual progress reports of the
Secretary-General (A/70/394 and A/70/394/Corr.1 and A/72/521, respectively)).
Phase 1 comprises the construction of the new building (building H), which started in
2017 and is scheduled to be completed at the end of 2019. Phase 2 comprises the
renovation of the historic buildings A, B, C, D and S (phase 2.1) and the dismantling
and renovation of building E (phase 2.2). All of the elements of phase 2.1 will be
tendered together; however, building B is scheduled to be renovated later, from 2021
on. The launch of the tender package for the historic buildings is planned for 2018.
The construction work for phase 2 is scheduled to be carried out from 2019 to 2023.
During that time, the new building will serve as temporary swing space.

Figure
Overview of the Palais des Nations and the new building
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and offices

Building B
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Source: Fourth annual progress report of the Secretary-General (A/72/521).

Annual progress report of the Secretary-General

13. The latest progress report of the Secretary-General on the strategic heritage plan
of the United Nations Office at Geneva is the fourth annual progress report, and was
submitted pursuant to General Assembly resolution 71/272 A. The report provides a
summary of the planning and construction-related actions undertaken between
1 September 2016 and 31 August 2017.

14. Having considered the fourth annual progress report on the strategic heritage
plan and the related report of the Advisory Committee (A/72/7/Add.25), the General
Assembly decided in its resolution 72/262 A to appropriate the amount of
$25.400 million (equivalent to CHF 24.600 million) for 2018.
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Audit findings and recommendations

Status of implementation of previous recommendations

15. The Board reviewed the status of implementation of previous recommendations,
taking into account the updated responses given by management in April 2018 to its
audit report (A/72/5 (Vol. I) and A/72/5 (Vol. I)/Corr.1). Out of the eight
recommendations made in the Board’s first report on the strategic heritage plan
(A/70/569), six (75 per cent) had been implemented and two (25 per cent) had been
overtaken by events, as reported in the audit report and annex II hereto. Out of the
nine recommendations made in the audit report (A/72/5 (Vol. 1) and A/72/5
(Vol. I)/Corr.1), five (56 per cent) have been implemented, four (44 per cent) are
under implementation and no recommendations have been overtaken by events or not
implemented. Annex II below provides a more detailed summary of the action taken
in response to the recommendations made by the Board in its audit report.

Activities planned and accomplished since the first report of the Board

16. In its first report on the strategic heritage plan, the Board indicated areas of
concern that had implications for both timely completion of the project and its overall
costs. Subsequently, the strategic heritage plan team took substantial steps towards
developing a target-oriented framework. The main steps are the following:

(a) The strategic heritage plan team and the Director of Administration, acting
as project executive, hold regular meetings with stakeholders and town hall meetings.
Working groups have been established to respond to specific objectives and meet
regularly to discuss strategies proposed, approved and implemented in the design of
the buildings;

(b) The implementation of the flexible workplace strategy is proceeding. A
study on utilization of the existing space within the Palais des Nations was performed.
The outcome of that activity analysis highlighted that the individual office
workspaces were utilized throughout the day at an average rate of approximately 51
per cent;

(c) The strategic heritage plan team, together with the risk management firm,
has developed a risk management strategy consisting of two elements: a risk analysis
tool that is used for analysing risks according to their impact on the timing and the
finances of the project; and a risk register that provides specific actions to be taken
related to each risk;

(d) An agreement has been reached with the Office of Central Support
Services within the Department of Management to streamline procurement
procedures for the strategic heritage plan;

(e) In connection with the technical and commercial evaluation of proposals
for the construction of the new building, a committee to evaluate risk mitigation has
been established. Among other things, the committee reviews both technical and
commercial proposals for strategic pricing, subeconomic pricing and mismatches in
pricing.

17. In terms of design and construction work, the following milestones had been
reached at the time the audit was completed in February 2018:

(a) Enabling work, such as excavation work for the construction of the new
building H, was completed in August 2017,

(b) The contract award for the work on building H was awarded on
4 September 2017 and the respective work has commenced;
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(c) Flexible workplace strategies have been integrated into the design work
contract for building H;

(d) Occupancy studies related to the implementation of flexible workplace
strategies have been completed;

(e) Measures to eliminate physical, communication and technical barriers to
persons with disabilities have been further developed within the renovation design;

(f) The detailed design for renovation work on buildings B2, C, D, S and E
and the technical design for buildings A and B1 has largely completed;

(g) A decision has been taken to bring the design of all renovation work to the
level of full technical design before tendering the renovation work contracts, meaning
a consistent design-bid-build approach instead of the previous approach in which the
work contractor would provide a significant portion of the design;

(h) The procurement process for technical design work for buildings B2, C, D
and S has largely been completed, as a consequence of the decision regarding a
consistent design-bid-build approach.

18. The Board acknowledges the activities accomplished. Nevertheless, there is
room for improvement in several areas addressed by the recommendations of the
Board, information on which is presented below.

Project governance

19. The Overseas Property Management Unit within the Office of Central Support
Services has developed guidelines for the management of construction projects for
implementing large-scale construction projects. The guidelines were completed and
issued to Headquarters and offices away from Headquarters in 2016 (see A/70/697,
para. 23).

Risk reporting

20. The guidelines for the management of construction projects give detailed
information on risk reporting, in their chapter 9.6.3 and 9.6.6. For each reporting
period, a consolidated risk report with an updated risk register and qualitative and
quantitative risk reports should be prepared. As stated in chapter 9.6.3 of the
guidelines, qualitative and quantitative risk reports should include the following:

(a) Qualitative risk reports should provide information on the identified risks
and their scores, in descending order by risk score. A list of top-scoring risks,
knowledge of which could be essential to the project, should be provided to senior
management in order to highlight risks for priority attention during the employment
of risk mitigation strategies. The top risks may be further sorted by project phase,
likely risk trigger date, and date for the commencement of mitigation strategies;

(b) Quantitative risk reports should present results of the quantitative analysis
with potential impacts on the project, their associated financial and time implications,
the anticipated total project costs and, accordingly, the project completion date.
Furthermore, provisions relating specifically to project cost and duration contingency,
as well as to the drawdown of contingency funds after the occurrence of a risk event,
should be determined.

21. The updated risk register should show the total number of active risks to the
project, the closed risks, new risks and any changes in the risk scoring since the
previous reporting period. Furthermore, a grouping by phase, performance objective,
work category and source of risk is to be included. As further stipulated in
chapter 9.6.6, paragraph f, of the guidelines, the progress of implementation of any
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risk mitigation actions, as well as delayed and unsuccessful mitigation actions, should
be reported.

22. Regarding the updated risk management strategy for the strategic heritage plan
dated 6 February 2018, the Board notes that the guidelines are not fully reflected in
the updated strategy. Detailed information regarding risk reporting (chap. 5.10.1 of
the risk management strategy) is lacking. For example, information about the
quantitative analysis, with potential impacts on the project, their financial
implications and the anticipated total project costs, is lacking. With regard to the risk
mitigation strategies and progress thereon, the risk management strategy includes
only the most significant risks and not all risks, as requested in chapter 9.6.6,
paragraph f, of the guidelines. Beyond that, the risk management strategy, in its in
chapter 5.10.1, neither distinguishes between qualitative and quantitative risk reports
nor defines the reporting period. Although the risk management firm prepares a
quantitative analysis, with potential impacts on the project, their financial
implications and the anticipated total project costs, in the quarterly quantitative
report, this regulation is lacking in chapter 5.10.1 (“Risk reporting”) of the risk
management strategy. Furthermore, it is not clearly stated which regulation of
chapter 5.10.1 is to be applied monthly and which is to be applied quarterly.
Therefore, the risk management strategy is not fully aligned with the guidelines for
the management of construction projects.

23. As stated in the fourth annual progress report of the Secretary-General on the
strategic heritage plan of the United Nations Office at Geneva, the independent risk
management consultant produced quarterly assessment reports for the project owner,
which were sent simultaneously to the Office of Central Support Services at
Headquarters, independently of the project team. It is further reported that the
integrated risk management specialist prepared monthly updates to the risk register
for the project director and the project stakeholders (see A/72/521, paras. 6 and 7).

24. The Board acknowledges that management separated the two functions of
independent and integrated risk management by an amendment to the contract with
the risk management firm (see annex II, recommendation no. 2, below). The
amendment stipulates that the function of independent risk management is to produce
quarterly assessment reports for the project owner, the project executive and the
Office of Central Support Services; the function of integrated risk management is to
prepare monthly update reports to the risk register for the project director and project
stakeholders. Nevertheless, the Board noted that the quarterly assessment reports and
the monthly update reports to the risk register reports were prepared by the same
person at the risk management firm.

25. Management stated that the accountability of the risk management firm was not
compromised by the fact that the same member of the risk management team issued
both the monthly report to the strategic heritage plan team and the quarterly
assessment reports.

26. The Board emphasizes the importance of the full segregation of the independent
and integrated function of risk management.

27. The Board also noted that the quarterly assessment report was reviewed by
members of the project team. Therefore, the quarterly assessment reports, which
should provide the project owner with an independent risk review, were not produced
without the influence of the project team. Following the recommendation from the
Board, management changed the terminology “review through the strategic heritage
plan team” of the quarterly quantitative risk report to “information only”.

28. The Board further noted that the reporting frequency was not as stated in the
fourth annual progress report and that the risk reporting had not met the regulations
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of the risk management strategy of the strategic heritage plan in the past few months.
Complete monthly reports from the independent risk management firm with detailed
information on mitigation strategies, progress and delays were lacking from April to
September 2017. From April to July 2017, only the top 10 risks were reported, along
with mitigation actions and progress. In accordance with chapter 5.3.3 of the risk
management strategy, all critical and major risks, which are those risks with a risk
score above 10, are to be reported monthly, along with detailed mitigation actions.
All other risks are to be reported at least quarterly.

29. Furthermore, the content of the quarterly risk reports was inconsistent. For
example, an additional cafeteria budget contribution of CHF 841,000, which is not
part of the budget of the strategic heritage plan project, was included in parts of risk
management quarterly report no. 1, 2017/2018, for the first time but was not always
indicated as included. Consequently, the figures of earlier reporting periods are not
comparable with those in current reports. The Board found that the risk reporting had
weaknesses especially with regard to the use of contingencies.

30. Management stated that the independent risk management team was
contractually committed to provide a quarterly quantitative and qualitative report for
the project owner and a monthly update of risks with a score of 10 or above for the
strategic heritage plan team. In addition, the risk management team had produced a
more comprehensive monthly report at the end of 2016 and in early 2017, which was
expected to be reinstated in 2018. Management noted that paragraph 7 of the fourth
annual progress report on the strategic heritage plan referred to a “regular” basis
rather than to a “monthly” basis.

31. Regarding the costs of the additional cafeteria work, management further stated
that the costs were included in the base estimate for the strategic heritage plan and
therefore the contribution of CHF 841,000 had also been included in the budget. The
issue would be reviewed with the risk management consultant.

32. While taking note of the decision of management to focus on the most
significant risks, which are all critical and major risks (with a risk score of 10 or
above), the Board noted that during 2017 only the top 10 risks, and not all risks with
a score of 10 and above, were reported monthly.

33. The Board further noted that chapter 5.3.3 of the risk management strategy of
the strategic heritage plan clearly set the reporting frequency as monthly rather than
on a regular basis. The Board underlines that the regulations in regard of the reporting
frequency of the risk mitigation actions are inconsistent within the risk management
strategy. As stated in chapter 5.3.3, all critical and major risks are to be reported
monthly with detailed mitigation actions; all other risks are to be reported at least
quarterly. Contrary to that, chapter 5.10.1 stipulates only that the risk mitigation
strategies and progress with regard to those strategies are to be reported for the most
significant risks, which contain the critical and major risks. Therefore, the risk
management strategy lacks a reporting obligation with regard to the residual risks.

34. Concerning the reporting of the use of contingencies, the Board suggests that
the reports include contingency usage logs, explanations for contingency drawdowns
and projected contingency requirements.

35. Management considered that the risk management strategy was generally in line
with the United Nations guidelines. In the view of management, the actions provided
for under that strategy went further in terms of risk management than those provided
for under the guidelines for the management of construction projects. Management
also emphasized that the strategic heritage plan had its own governance structure and
risk management process (tailored for the specific circumstances of the project),
which Member States had endorsed and to which they had reported.
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36. The Board recommends that management update the risk management
strategy of the strategic heritage plan to align it more closely with the guidelines
for the management of construction projects; risk reports should be prepared
accordingly.

37. Furthermore, the Board recommends that the additional cafeteria budget
remain separate from the initial budget, since it is not part of the strategic
heritage plan budget, in order to ensure full transparency.

38. Management agreed with the recommendation to separate risk reporting for the
additional cafeteria budget from risk reporting for the approved strategic heritage
budget.

Contingency and confidence level of completing the project within the budget

39. Pursuant to chapter 9.6.7 of the guidelines for the management of construction
projects, a project contingency allowance should be held in reserve for risks that occur
and require financial mitigation. Therefore, it is essential that contingency be
calculated accurately and appropriately.

40. Contingency is a financial reserve to cater for retained risks, used in conjunction
with other risk treatment strategies as a part of an overall risk management strategy.
The contingency amount is defined in the guidelines as the amount of money or time
needed above the estimate to reduce the risk of budget or time overruns to a level
acceptable to the Organization.

41. The approach used to determine the required contingency amount should be
aligned with the stage of the project development process, particularly the level of
detail known about the project design, in addition to the risk profile of the project.
Other factors, such as complexity and benchmarks based on past project cost
performance, should also be taken into consideration.

42. Once a contingency estimate has been prepared, it should be added to the base
project cost estimates in order to indicate the likely total cost of the project. The
inclusion of contingency estimates within the total project cost estimate would ensure
that the anticipated total financial commitment for a project is presented to the project
sponsor.

43. As stated in the fourth annual progress report on the strategic heritage plan and
in risk management quarterly report no. 2, 2017/2018, the project team determines a
contingency allowance as the difference between the approved budget and the sum of
the up-to-date base cost estimate and escalation. The residual represents the amount
of contingency (budgeted contingency).

44. 1t is the risk management firm, however, that determines the contingency
amount with an iterative risk analysis. It simulates a probabilistic risk model and
provides the overall probabilistic cost exposure, based on the estimated costs of the
current risks and uncertainties relating to the project. Given the likelihood and
potential impact of those risks, the firm calculates the recommended level of
contingency provision required to complete the full scope of the project and achieve
all its identified benefits and objectives.

45. The contingency amount reflects a confidence level of 80 per cent, which is the
prudent industry benchmark level of covering the eightieth percentile of all potential
risk impact combinations of the conducted simulation (P80 amount). This means that
at least 80 per cent of all combinations are covered by the available contingency
provision. The process is continually updated throughout the duration of the project
so as to properly reflect potential newly arisen or evolving risks and non-materialized
risks.
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46. The Board noted that the approach of the risk management firm met the
requirements of the guidelines for the management of construction projects.

47. The result of the contingency allowance determined by the project team as at
December 2017 amounted to CHF 70.821 million, owing to a substantial increase in
the base costs since the outset of the project, compared with a contingency allowance
of CHF 87.634 million determined by the risk management firm. Since the
contingency amount is to be added to the base project cost estimates, there is a gap of
CHF 19.404 million,* which represents an estimated budget overrun under current
conditions. This results in a 53 per cent confidence level of completing the project
within budget.? In the second quarter of 2017, the confidence level of completing the
project within budget was still at 81 per cent. Owing to this development, the Board
considers it necessary that management establish additional mitigation strategies in
the event that the confidence level falls below 50 per cent.

48. Management stated that, in an ideal situation with no budget constraints, the
P80 amount from the risk management firm would be added to the actual updated
base cost forecast to give a forecast outturn for the project. As risks fluctuated, that
outturn could be higher or lower than the project envelope at any given time.
Nevertheless, to implement the project within the budget of CHF 836.5 million,
management adjusted the available contingency to fit within the project envelope.
Comprehensive mitigation actions were undertaken to reduce the gap between the
budgeted contingency and the contingency determined by the risk management firm.
Management underlined that, in the event that such actions were not sufficient to
bridge the gap, additional mitigation actions such as scope review and adjustments or
further financing might need to be considered. Management pointed out that it was
too early to take such additional actions at the current stage since the detailed design
and the contracting of the work for the existing building still had to be done. The
current gap of CHF 19.404 million would indicate a budget overrun should no
mitigation action be taken until project completion. Management stated its confidence
that the existing process for the strategic heritage plan to take appropriate mitigation
actions for each risk item would bring the temporarily predicted budget overrun down
within a reasonable period of time as the project progressed.

49. In the opinion of the Board, it is not too early to develop additional mitigation
strategies since the confidence level of completing the project within the budget has
already decreased to 53 per cent.

50. The Board recommends that management present the budgeted
contingency and the contingency amount with a confidence level of 80 per cent
and an estimated budget overrun in a more transparent way.

51. Furthermore, the Board recommends that management establish a process
with additional mitigation strategies in the event that the confidence level of
completing the strategic heritage plan within the budget falls below 50 per cent.

Use of contingencies

52. Pursuant to chapter 9.6.7 of the guidelines for the management of construction
projects, the use of contingency allowances should be formally documented and
controlled through a structured procedure that includes contingency expenditure
authorization, ongoing monitoring and reporting. Crucial parts of the guidelines on
contingencies are summarized as follows:

5N

SHP budget: CHF 836.5 million; base cost estimate: CHF 738.694 million; escalation:

CHF 29.576 million; contingency: CHF 87.634 million; base cost estimate + contingency +
escalation = CHF855.904 million => a budget overrun of CHF19.404 million.

2 The confidence level was calculated by the risk management firm with an iterative risk analysis.
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(a) Contingency is a financial reserve to cater for retained risks, used in
conjunction with other risk treatment strategies as part of an overall risk management
strategy. The contingency amount varies owing to the lack of information in the
different project stages. The estimates should narrow as the scope becomes more
refined, comprehensive project information becomes available and detailed design is
undertaken;

(b) After it is determined that the use of contingency is required, the project
management team should submit a contingency expenditure request to the entity
responsible approval of such requests. Formal requests should provide detailed
information on the forecasted risk event, the phase of the project during which it
might occur, the likelihood of its occurrence, the severity of its impact, the potential
impact on project objectives and the amount of contingency allowance required to
mitigate the risk. All requests should be aligned with the contingency cost and
programming estimates prepared during the risk analysis stages;

(c) The approval of contingency expenditure requests should be in line with
the delegation of authority of the project. The delegation of authority could depend
on the level of project risk or the level of control required, among other things, or it
could be per mandates from the Organization’s governing bodies. It should be
assigned to the appropriate governance level to efficiently manage and control the
corresponding risk so as to maximize project cost performance and promote risk
mitigation efficiency;

(d) Each of the contingency cost components should be discretely monitored
and tracked against initial baseline estimates. The use of contingency should be
reviewed by work package and by project stage/phase. Significant trends should be
documented. Furthermore, the actual contingency expenditure should be tracked
against remaining contingency allowances for the financial year and for the entire
duration of the project;

(e) Reports on the use of contingency allowances should be prepared on a
regular basis and coordinated with the monthly progress reporting during the project
implementation phase. The reports should include contingency use logs, explanations
for contingency drawdowns and projected contingency requirements for the financial
year and for the entire duration of the project.

53. In its resolution 70/248 A, the General Assembly decided that unused
contingency funds might be carried over to subsequent years and reallocated as new
risks emerged and older risks were retired and that, at the conclusion of the project,
all remaining unused contingency allowances should be returned to the Member
States.

54. The Board reviewed the risk reports, the risk management strategy and the
strategic heritage plan manual and noted that no structured process for the use of
contingency was in place.

55. The Board noted that the use of contingency was defined as unforeseen
expenditures that had not been included in the base cost estimate of the previous
annual progress report on the strategic heritage plan. Thus, the accrued costs had been
tracked against the base cost estimate of the previous progress report.

56. The Board noted that the method of using alternating base cost estimates for
determining the amount of the contingency use was not accurate. The guidelines for
the management of construction projects stipulated that the accrued costs were to be
tracked against the initial baseline to determine the amount of contingency used. The
current situation regarding the construction work on building E was a good example
for highlighting the issue. As stated in the risk management quarterly report no. 1,
2017/2018, the base cost estimate for the work had increased since the previous
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quarter by approximately CHF 20 million as a result of better knowledge of the
necessary work. Nevertheless, for the determination of the contingency usage — once
work was commissioned — the initial baseline for building E should be used for
tracking against the accrued costs.

57. Furthermore, the Board noted during discussions with the project team that the
contingency amount had been determined for the project in total and subsequently
distributed from the risk management firm to the following groups: buildings A, B,
B2, C, D, S, El1 and E2; programme management; early work; and construction
procurement. The strategic heritage plan project team then distributed each group’s
total amount according to project year. The yearly contingency amount thus equalled
the portion of the base cost estimate of the single year in relation to the base cost
estimate in total (yearly budgeted contingency). The probability and the impact of the
contingency-related risks were not considered, however, in determining the annual
assessment amounts. As a result, the yearly budgeted contingency might not always
be sufficient if a major risk occurred, since the estimated costs of a building were not
an indicator of the occurrence and the impact of the risks.

58. The Board also noted that reporting of contingency use had not been included
in all of the risk reports that had been provided, although the risk management
strategy of the strategic heritage plan stated in chapter 5.10.1 that contingency would
be reported using the baseline level in past periods and current levels.

59. The Advisory Committee on Administrative and Budgetary Questions
considered that, in view of the provisions of section X of General Assembly resolution
70/248 A regarding unused contingency funds, a year-by-year account of budgeted,
used and carried-forward project contingency amounts needed to be clearly presented
(see A/71/622, para. 31).

60. The Board noted that, in paragraph 84 of the fourth annual progress report on
the strategic heritage plan, the use of contingency for the period 1 September 2016 to
31 August 2017 had been stated with an amount of CHF 1.149 million. Furthermore,
in paragraph 75 of that report, a contingency allowance of CHF1.7 million had been
mentioned, and was to be carried over into the following year. The contingency
allowance received in 2017 was not presented. Therefore, the use of contingency was
not transparent. Beyond that, the Board could not identify a contingency expenditure
request and the corresponding approval of the contingency used in the provided
documents.

61. Management highlighted that it distinguished between the general contingency
(financial reserve for the entire strategic heritage plan project) and the construction
contingency that had been approved as part of the procurement process for individual
procurement contracts with individual vendors. A change order process had been
documented as part of the procurement process. Management agreed with the Board
about the need to establish a process for the use of the contingency financial reserve
against the general contingency. This would include the preparation of contingency
expenditure requests and their approval by the designated actors within the strategic
heritage plan project team and management.

62. Management stated that the use of contingency was for drawdown of
contingency against specific items of actual expenditure or financial commitments
that had already taken place. The evolution of projected contingency requirements as
the project progressed was not treated as drawdown of contingency because the
triggering event had not yet occurred and the Organization was not yet financially
committed.

63. Management further stated that it would include the missing reporting of
contingency in future risk reports.
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64. In the view of management, the cost had so far not been tracked against the
initial baseline owing to the requirements of the General Assembly and the Advisory
Committee on Administrative and Budgetary Questions, which demanded a tracking
of the contingency expenditures against the annual approved budget.

65. The Board emphasizes the importance of cost tracking against the initial
baseline for transparent cost control and development, as well as for the drawdown
of the contingency usage. Furthermore, the Advisory Committee requested an annual
breakdown of budgeted and unused contingency amounts from the outset of the
project to the present (see A/71/622, para. 27).

66. The Board noted that the process regarding the use of construction contingency
was based on a fixed percentage, which contradicted the main probabilistic approach
of the risk management firm. Since that procedure was a best practice in a
procurement process and included an approval by the senior management, the
procedure could be seen as in line with the United Nations guidelines. Nevertheless,
it would be necessary to reconcile the construction contingency used with the
occurred risks in the risk management system to ensure a full and transparent view of
the contingency usage.

67. The Board recommends that management establish a process for the use of
general contingency allowances which aligns more closely with the guidelines for
the management of construction projects.

68. The Board also recommends that management ensure reconciliation of
occurred risks and the corresponding contingency usage.

69. The Board further recommends that management track the accrued cost
against the initial baseline costs.

Appropriation and assessment scheme

70. The General Assembly postponed its decision on the scheme and currency of
appropriation and assessment for the strategic heritage plan to its seventy-third
session (see resolution 72/262 A, para. 20).

71. The budget of the strategic heritage plan of CHF 836.5 million for the period
2014-2023 was approved by the General Assembly in its resolution 70/248 A. The
budget is financed through an interest-free Swiss loan of CHF 400 million and
CHF 436.5 million in Member State contributions for the residual amount.

72. As per article 1 of the loan agreement, the amount of CHF 400 million is to be
apportioned as follows: CHF 125.1 million is assigned to the new building and
CHF 274.9 million to the renovation of the existing buildings. Project management
costs, associated costs and contingencies are not covered by the loan.

73. Furthermore, the United Nations is requested to determine the required amount
of funds in April for payment in January of the following year (see art. 2, para. 2.1,
of the loan agreement). Therefore, the payments are not flexible regarding changes in
the cost plan that may lead to a cash flow risk if Member State contributions will not
offset those costs. Consequently, the remaining costs which are not eligible to be
covered through the loan would need to be financed by the Member States, whose
assessed contributions may not always come in time. Depending on the scheme of
appropriation and assessment decided by the General Assembly, this could also result
in a cash flow risk.

74. For the period 2014-2018, Member States have appropriated contributions up
to an amount of CHF 109.4 million (see General Assembly resolutions 68/247 A,
69/262, 70/248 A, 71/272 A and 72/262 A). Thus, the project costs, which remain to
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be financed through the Member States, amount to CHF 325.2 million® (excluding the
repayment of the Swiss loan).

75. The Secretary-General proposed three possible options for an appropriation and
assessment scheme in his previous progress reports and reiterated the options in his
latest report (see A/72/521, paras. 89—-96), which are as follows (taking into account
the Member State contributions of 2018):

(a) One-time up-front appropriation and assessment: The remaining project
cost of CHF 325.2 million for the residual project period 2019-2023 would be
appropriated in its entirety in 2019, along with a one-time up-front assessment for the
related share of each Member State, based on the regular budget scale assessment
applicable to 2019;

(b) Multi-year appropriation and assessment: Such assessment could be based
either on the estimated expenditures for each financial period or on the average annual
projected expenditures as an equal amount;

(c) One-time up-front appropriation with a mix of one-time and multi-year
assessment: The remaining project costs of CHF 325.2 million for the residual project
period 2019-2023 would be appropriated in their entirety in 2019, but each Member
State would be able to decide whether its assessment would be in the form of a one-
time up-front payment or payments over a multi-year period. The phasing of the
multi-year period could be based as under option (b).

76. The Board noted that options (a) and (¢) of the assessment and appropriation
scheme would be advantageous to the strategic heritage plan project owing to an
enormous increase in the cash position following the decision by the General
Assembly and would thus provide the most flexibility for the project owner to respond
to unforeseen needs and any cash flow risks that might arise during the
implementation of the project.

77. The cash flow risk at the present stage of the project is steadily increasing owing
to the progress of the project; further refinements and a higher level of design detail
for the new building and the renovation of the existing buildings may result in cost
plan changes which may then not be covered by the annual funding. That may cause
bottlenecks and delays in work in progress and payments to contractor firms, which
could jeopardize the success of the strategic heritage plan project and could lead to
budget and time overruns.

78. The Board considers option (b), by contrast, as not being suitable to mitigate
this cash flow risk since both the portion provided by the Swiss loan and the portion
covered by Member State contributions are fixed annually and in advance. Hence,
access to the working capital fund of the programme budget established under
regulation 4.2 of the Financial Regulations and Rules of the United Nations should
be granted, which is the case as long as the use of the multi-year account for
construction in progress under the programme budget of the United Nations is
extended by the General Assembly.

79. The currency of the appropriation and assessment for the strategic heritage plan
can be either United States dollars or Swiss francs. In any case, the currency needs to
be decided upon by the General Assembly to minimize the currency risk exposure.

80. Management agreed with the observation and stated that, while options (a) and
(c) might be advantageous in terms of the cash flow risk, there were risks of negative
interest rates on such cash deposits if they were denominated in Swiss francs. Also,

3 SHP budget: CHF 836.5 million; Swiss loan: CHF 400 million; Member State contributions
2014-2018: CHF109.4 million. In addition, a donation of CHF 1.9 million will be used in 2019.
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the additional risk of exchange rate fluctuations and potential cost overruns if the
appropriation was in United States dollars (as the predominant expenditures were in
Swiss francs) should be taken into account.

81. Management further stated that, in addition to lacking an agreement on the
scheme of assessment, there was also no decision or agreement on the modalities for
appropriation and assessment of the funds required for the repayment of the Swiss
loan, or indeed on where this budget item should be located in the overall United
Nations budget, bearing in mind that any missed loan repayments might lead to the
loan becoming repayable in its entirety immediately. The Board concurs with the view
of management that this is a very important issue that will last many years beyond the
life of the strategic heritage plan project and that needs to be addressed, since
repayments will start in 2020 for the new building.

82. The Board recommends that management underline the importance of a
decision to be taken by the General Assembly at its seventy-third session
regarding the scheme and currency of appropriation and assessment for the
strategic heritage plan to secure the financing of the project.

83. Furthermore, the Board recommends that special attention be given to the
importance of the decision on the modalities for appropriation and assessment
of the funds required for the repayment of the Swiss loan.

84. Management concurred with the recommendations.

Project progress
Background

85. In its resolution 72/262 A, the General Assembly renewed its request for
ensuring that the strategic heritage plan was completed within the approved budget
and the envisaged time schedule.*

86. For a clear understanding of the project schedule, the Board recalls that the
strategic heritage plan construction work consists of three main sections: the
construction of the new building H (including the enabling work which was tendered
separately), the renovation of the historic 1930s buildings A (assembly hall), Bl
(historical archives), B2 (library, offices), C, D and S and, eventually, work relating
to the 1970s building E (renovation of the conference rooms, dismantling of the office
tower).

87. The schedules of these three main sections are interdependent. The strategic
heritage plan team currently plans to use the offices of building H as swing space for
the staff that will have to leave the offices of buildings C, D and S during the
renovation work. The offices of buildings C, D, H and S are intended to compensate
for the decrease of office space that will result from the dismantling of building E’s
office tower. Therefore, the renovation work for buildings C, D and S is scheduled to
start after the completion of the building H work. Accordingly, the work on building
E is scheduled to start after the completion of the work on buildings C, D and S.

88. The Board reviewed the planned and the actual project progress and made the
below observations:

4 Resolution 72/262 A, sect. XVI, paras. 5, 6 and 11.
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Construction of the new building H
Delay in project progress

89. The United Nations Office at Geneva and the winning contractor signed the
contract for the construction work for the new building H as scheduled on
4 September 2017. Prior to this, an extension of the bidding phase owing to several
clarifications on the tender documents had been successfully mitigated by an
accelerated completion of the tender evaluation and award recommendation period.

90. The contract stipulates eight milestones and three major sections, all with fixed
deadlines. Additionally, defined delay damages for the three sections were established
by the contract. If the contractor fails to finish a section on time, it will be obliged to
pay the following fixed delay damages (in accordance with contract schedule 1,
subclauses 1.1 and 8.7):

(a) Finalization of section 1: Slab strengthening above and below ground in
parking structure P10, with a deadline of 15 December 2017. Delay damage per day:
CHF 1,500;

(b) Finalization of section 2: Covering of the existing spiral car ramp next to
building E, with a deadline of 16 February 2018. Delay damage per day: CHF 1,300;

(c¢) Finalization of section 3: Completion of the new permanent building, with
a deadline of 29 November 2019. Delay damage per day CHF 44,500.

91. Pursuant to the contract, the contractor has to provide several documents as a
condition for the commencement of the execution of the work, inter alia, documents
relating to insurance, a bank guarantee for performance and a parent company
guarantee. Since the contractor initially had not submitted documents that were
acceptable to the United Nations Office at Geneva, the Office issued the
commencement of work certificate recording the fulfilment of the conditions only on
27 October 2017.

92. Work was initially expected to begin on 6 October 2017; however, the contractor
did not start on time. Instead, the contractor started work on 28 November 2017.

93. The contractor did not finish the strengthening of the slab in the parking
structure before the deadline of 15 December 2017. Therefore, the stipulated deadline
for section 1 was not met. The work for the reinforcement of the parking structure
was still ongoing during the Board’s audit in February 2018.

94. During the audit in January and February 2018, the Board pointed out that it
was no longer possible for the contractor to meet the deadline for section 2 (covering
the existing spiral entrance ramp of the parking structure). A part of the spiral ramp
had to be demolished and covered with a slab for the future plaza of the new
permanent building.

95. As long as the spiral car ramp (section 2) is not finished, it is not possible to
start with the underground utility link for the new permanent building, since they are
next to each other.

96. According to the monthly project report of December 2017, the project team
estimated that a new proposed retaining wall and crane base would affect the date of
contractual completion (referred to as “substantial completion™) for building H
(section 3), which is 29 November 2019, by one month.

97. The contractor was also unable to achieve another targeted mark, with a fixed
date of 15 December 2017: milestone number one, the opening of a new entrance
from the Chemin de I’Imperatrice with security surveillance. The target was neither
implemented nor begun until February 2018 owing to issues related to agreement on
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localized work for which a permit was required. This milestone is not on the critical
path of the project schedule.

98. The Board stated that management had not been able to ensure that the
contractor met the stipulated deadlines for section 1 and 2 and for the first milestone.

99. The Board assumes that further delays may arise as a result of the upcoming
implementation of flexible workplace strategies in the design of building H.

100. Delays in the completion of building H might affect the envisaged overall
schedule of the strategic heritage plan project since it is planned that the renovation
work for buildings D and S will start after the completion of building H, which is
intended to be used as swing space during the renovation phase.

101. Furthermore, the Board noted that, since the beginning of the construction
onsite, five variations of the contract had been drafted. As at the end of January 2018,
none of them had been finalized or aligned between the employer and the contractor.

102. The Board recommends that management enforce the stipulated delay
damages of section 1 (finalization of slab strengthening above and below ground
in parking structure P10, with a deadline of 15 December 2017) and section 2
(finalization of covering of the existing spiral car ramp, with a deadline of
16 February 2018) of CHF 1,500 and CHF 1,300 per day, respectively, to avoid
any financial damage to the project.

103. Furthermore, the Board recommends that management take appropriate
action to accelerate the construction work on building H to mitigate the current
delay and to finalize the drafted technical variations to the contract with the
construction firm working on building H.

104. Management accepted the first recommendation and stated that it would enforce
delay damages in accordance with the contract when appropriate, taking into account
site conditions and design issues beyond the control of the contractor.

105. Management also accepted the recommendation on acceleration measures and
stated that it would seek opportunities to accelerate the construction work on building
H to mitigate delays incurred to date, within the technical and contractual parameters
noted above.

106. Management acknowledged that the contractor had failed to meet the stipulated
deadlines for sections 1 and 2. Nevertheless, the contractor’s stipulated completion
date remained unchanged and management would hold it to its contractual
commitments, adjusted where appropriate to reflect delays in the work beyond the
control of the contractor, such as site conditions, as in variation 1. Management had
requested a revised schedule from the contractor that included acceleration of work
to meet its contractual completion milestone.

107. Management stated that it should be noted that there had been design issues
related to the P10 car park that were beyond the control of the contractor, which had
necessitated the issuance of variation 5. This would require additional effort on the
part of the contractor, which might have an impact on the amount of delay damages
chargeable to the contractor relating to the completion of the P10 car park.

108. With respect to the retaining wall and crane base, management stated that the
contractor had originally requested an extension of time of two-and-a-half months.
Subsequent to the audit, agreement had been reached on a revised completion date of
13 January 2020 (instead of 29 November 2019).

109. Management acknowledged that further delays might arise related to the
implementation of flexible workplace strategies and that this had been factored into
the project planning.
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110. The Board concludes that the contractual completion date was postponed by
more than one month and further postponement is probable with regard to the
implementation of flexible workplace strategies. Nevertheless, even with respect to
the updated contractual completion date, the work is delayed and needs to be
accelerated to meet the contractual completion date and the project schedule.

Renovation work
Implementation strategy for the renovation work

111. As described in section III.LK of the fourth progress report of the Secretary-
General, management changed the implementation strategy for the renovation work.
This decision was made in September 2017 and was based on an intense risk analysis,
including consultations with the construction industry. The change entailed an
amendment to the contract with the design firm, which was approved on 10 January
2018 by the officer-in-charge of the Office of Central Support Services after
recommendation by the Headquarters Committee on Contracts (see para. 123 below).

112. The new implementation strategy is to bring the design for all renovation work
(buildings A, B1, B2, C, D, S and E) to the level of full technical design before the
tendering of the work itself. This will allow for tendering the work in a more
traditional design-bid-build mode, as the design will be mostly complete and no
substantial design work will have to be provided by the contractor. In comparison, the
initial strategy was to engage a general contractor to perform not only the renovation
work itself but also the technical design for buildings B2, C, D, S and E (design and
build approach). Only the technical design for buildings A and B1 should have been
provided to the general contractor. Another element of the new implementation
strategy is to tender two different renovation contracts (one for the original 1930s
buildings, another for the 1970s building E) instead of one comprehensive contract.

113. The Secretary-General argued that the change in the implementation strategy
would 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.
The Secretary-General further explained that, owing to the refined implementation
strategy, renovation work was shown as starting later than originally foreseen (see
A/72/521, fig. 2). Nevertheless, that work remained within the overall programme as
the further design work was completed before tendering the work rather than after the
tendering of the work as originally envisaged.

114. In principle, the Board considers a design-bid-build approach to the renovation
of historic buildings reasonable. Until the completion of the technical design based
on a sound inspection of the whole structure of a historic building, the level of
uncertainty about the exact scope of the work may be very high. This may make it
difficult for a construction firm to seriously calculate a bid price. Consequently, this
might lead to either significant risk premiums in the contract price or a contract price
that does not cover the costs, which entails a high risk of aggressive claim
management by the contractor. Therefore, with regard to the renovation of historic
buildings, a design-bid-build approach may be appropriate to increase competition
and to reduce the probability of both significant risk premiums in the contract price
and contractor claims. Moreover, this approach has the advantage of retaining full
control of the design and quality standards.®

115. Tt cannot be ruled out, however, that the change in the implementation strategy
will have an impact on the overall schedule. This is because the decision on the
change has been taken rather late. Therefore, the schedule for the technical design for

5 See also United Nations Board of Auditors, “Lessons from the United Nations Capital Master
Plan” (December 2014), theme 5.
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buildings B2, C, D and S, which has to be prepared before the tendering of the
renovation work contract as a consequence of the new strategy, is very tight (see
paras. 121-133 below for details). A further consequence of this tight schedule is that
the project team had no realistic option but to offer the commission for the technical
design to the design firm that had already prepared the previous design.

Overall schedule for the renovation work

116. Milestones for work (without design) as shown in the strategic heritage plan
team’s project schedules as at December 2016, July 2017 and January 2018, and in
the fourth progress report of October 2017, are set out in table 1 (see also annex III
for comparison of the project schedules).

Table 1
Milestones for the work on the historic buildings and building E

Project schedule Project schedule of Fourth progress report  Project schedule of
Activity of December 2016  July 2017 (October 2017) January 2018
Start date of work for July 2018 August 2018 December 2018 May 2019
buildings A, B, C, D and S
(without design)
Start date of work for October September 2021 September 2021  October 2021

building E (without design) 2021

Overall completion date July 2023 September 2023 December 2023  December 2023

Sources: Project schedules of the strategic heritage plan team and fourth annual progress report of the Secretary -

General (A/72/521, fig. 2).

117. Accordingly, in January 2018, the envisaged start date of the renovation work
for the 1930s historic buildings was about nine months later than the date shown in
the schedule of December 2016. The envisaged overall completion date has been
postponed by about five months, which would be just before the latest possible
completion date affirmed by the General Assembly.

118. One reason for the postponed start date is that, owing to the new implementation
strategy, the technical design work for buildings B2, C, D and S has to be completed
before the tendering of renovation work. For that reason and since there shall be one
comprehensive tender that includes all historic 1930s buildings, the start of work on
buildings A and B1, the technical design of which has been completed already,
depends on the completion of technical design work for buildings B2, C, D and S.
According to the former implementation strategy, in contrast, work on buildings A
and B1 should be performed in parallel to the development of the technical design for
B2, C, D and S, which should be provided by the construction work contractor. As a
result of the technical design of buildings B2, C, D and S having become an additional
condition for the start of work on buildings A and B1, the start date of the renovation
work has been postponed.

119. The Board noted that the overall project schedule had become significantly
tighter since 2016, especially because there was no longer any buffer time between the
completion date of construction work envisaged by the strategic heritage plan team
and the latest completion date according to the time schedule affirmed by the General
Assembly. Hence, further delays might jeopardize the timely completion of the project.
The risk of such delays as a result of unexpected constraints could not be ruled out, in
particular because the structure of the historic buildings was not yet known in full
detail. Delays of the renovation work might also derive from, inter alia, delays,
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omissions or errors in the further design work for the renovation (see paras. 121-133
below), issues in the procurement process, the implementation of the flexible
workplace strategy (see paras. 208-227 below), conflicts with the conference schedule
and business continuity in general and changes in the requirements of stakeholders.
Furthermore, delays in the completion of building H (see paras. 89—110 above) might
have an impact on the schedule of the renovation work because of the interdependence
of the main sections shown above. Accordingly, the risk management firm stated in
January 2018 that the pre-risk mitigation confidence level (i.e. the level if no further
mitigation action was taken) for completing the strategic heritage plan programme on
time as estimated by the strategic heritage plan team was less than 1 per cent,
indicating that significant mitigation steps were required to alleviate any potential
delays to the process. Indeed, at the P80 confidence level, the risk management firm
estimated a pre-mitigation delay of up to one year as at January 2018.

120. With regard to the tight project schedule, the Board sees a need for management
to keep up efforts to ensure timely completion of the project without neglecting the
quality standards. In this respect, management should review the degree to which
steps already taken turned out to be effective or should be enhanced, respectively, and
what measures can be adopted additionally (e.g. setting more milestones that are
subject to delay damages in future work contracts).

Schedule for further design work for buildings B2, C, D and S

121. As shown above, before September 2017, management had planned to use a
design and build construction contract for the renovation portion of the strategic
heritage plan project whereby the construction contractor would be responsible for
carrying out the technical design for buildings B2, C, D and S. The United Nations
Office at Geneva planned to provide the contractor with the technical design for
buildings A and B1 only. The development of the technical design for buildings A and
B1 by a design firm, assigned by the United Nations Office at Geneva, started in
March 2016 and is currently being finalized with a revised completion date of at least
six months later than originally planned. Management noted that the timetable for
finalizing that work was postponed to align with the timing of the technical design
for buildings B2, C, D and S in order to ensure a consistent design tender package.

122. As a consequence of the new implementation strategy of 2017 (see paras. 111—
115 above), the United Nations Office at Geneva requested the Headquarters
Committee on Contracts to review an amendment to the contract with the design firm
to include the technical design for buildings B2, C, D and S for an additional value
of about CHF 11 million. The Office informed the Committee that an eight-month
period for carrying out the additional technical design services had been agreed with
the design firm.

123. In the Headquarters Committee on Contracts meeting of 10 January 2018, the
Committee recommended approval of the amendment to the contract with the design
firm. The officer-in-charge of the Office of Central Support Services accepted and
approved the recommendation of the Committee. When the Board finished its visit to
the United Nations Office at Geneva on 9 February 2018, the amendment to the
contract with the design firm had not yet been concluded.

124. The United Nations Office at Geneva intends to conclude a single construction
contract for the renovation of the 1930s historic building (comprising buildings A,
B1, B2, C, D and S). According to the phasing plan of 8 February 2018, a large portion
of the work on building A is planned to be executed between July 2019 and February
2020 in order to minimize negative impacts on the large annual conferences of the
World Health Organization and the International Labour Organization, which take
place in May and June. To meet this construction schedule, it is planned that the
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request for proposal will be issued by 3 September 2018 (see procurement schedule
of 8 February 2018), since the bidding phase, the evaluation phase, the contract
finalization phase and, subsequent to the contract signature, the mobilization phase
are expected to last 10 months altogether. The signature of the contract is planned by
3 May 2019.

125. The finalization of technical design and tender documentation is a condition for
the request for proposal because those documents are a component of the request.
Taking into account that one month is needed for the United Nations Office at Geneva
to review the technical design and for the design firm to incorporate the respective
comments, there are less than six months left for the development of the technical
design for buildings B2, C, D and S to meet the schedule.

126. In the opinion of the Board, the schedule for the technical design and tender
documentation for buildings B2, C, D and S (a period of less than six months) is very
ambitious. In view of the delays in the design for buildings A and B1 and the fact that
the performance period for technical design for buildings B2, C, D and S originally
had been estimated to last eight months, the Board sees a high risk of not meeting the
tight schedule. Such delays may lead to conflicts between the work on building A and
the conference schedule, which may lead to further delays and extra costs.

127. The Board suggested that management consider options to avoid delays in
technical design and tender documentation for buildings B2, C, D and S and
construction work, especially for building A (e.g. review of separated tendering of
work for building A as an option, taking into account interface issues with mechanical,
electrical and plumbing work).

128. In its response, management stated that it had already analysed the possibility
of launching a separate tender process for building A. Nevertheless, the potential
benefits of such a separate tender would be outweighed by the associated delivery
risks.

129. Management explained in detail that the timeline had been discussed and
reagreed based on past experience and mitigation actions that would ensure a more
efficient use of the time available. Additionally, the design firm had hired a company
to produce and prepare the documents for technical aspects related to mechanical,
electrical and plumbing services. Management stated that the local engineering firm
had not been able to carry out the design work effectively in the previous processes.

130. The Board recommends that management consider fallback options in the
event of delays in design for buildings B2, C, D and S and in construction work
for building A.

131. Management emphasized that several options existed for mitigating any delay
in the subsequent phases of the process and that the strategic heritage plan team would
continue to identify risks and mitigation actions as per the project risk management
strategy.

132. While recognizing these positive steps, the Board still considers that the
schedule for the technical design and tender documentation for buildings B2, C, D
and S is very ambitious. The need for preparation and detailed checking of supporting
documentation so that contracts and specifications are clear is essential for a complex
project such as the strategic heritage plan project, so that change orders and claims
are minimized. The involvement of an additional company to produce and prepare the
documents for the technical aspects might be a challenge as that company would have
to rapidly familiarize itself with the project and the existing design deliverables to
avoid inconsistencies.
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133. Since future delays cannot be ruled out, the Board is of the opinion that there is
a need for consideration of mitigation and fallback options and that management
should therefore continue to take effective mitigating actions during the next stages
of the project, including during the procurement stages.

Procurement and construction contracts
Overview of recent procurement activities

134. During the reporting period, significant progress was made in the field of
procurement activities. The Board would like to highlight the below milestones.

135. Concerning the procurement procedures related to the strategic heritage plan, an
agreement with the Office of Central Support Services was reached in 2016 to
streamline procedures. Accordingly, a one-step review by the Headquarters Committee
on Contracts (without prior review by the local committee on contracts) for contracts
that exceed $5 million was established and change orders to the strategic heritage plan
contract, up to an individual value of $5 million, can be approved by management
following the recommendation of the Local Committee on Contracts only.

136. In the field of consultant services, the contract with the lead design firm was
amended in 2016 to include further detailed design work for the renovation of buildings
B2, C, D and S, leading to an increase of the not-to-exceed amount by approximately
CHF 12 million. In the same year, management engaged a consultancy firm to provide
on-call technical support services for, inter alia, space planning and programming
(interior design), building heritage and historical preservation, conference congress
systems and low voltage systems, and savings and management systems
(sustainability). The not-to-exceed amount for this contract is about CHF 10 million.
As a result of the change in the implementation strategy for the renovation of the
historic buildings and building E (see above), management also planned to include
technical design, construction administration and post-completion for buildings B2, C,
D and S in the contract with the lead design firm. During the audit in February 2018,
the strategic heritage plan team stated that it was close to finalizing an agreement to
amend the contract. The additional amount for the amendment related to the above-
mentioned deliverables was estimated at about CHF 14 million.

137. Regarding construction work for the new building H, on 28 March 2017,
management commissioned a general contractor to execute enabling work on site
clearance, dismantling, foundations, retaining structures, waterproofing and excavation
of approximately 30,000 m>. The contract amount was about CHF 2.5 million. The
construction contract for building H was awarded on 4 September 2017. The contract
value amounts to approximately CHF 101 million.

138. Pursuant to the modified implementation strategy, two different renovation
contracts shall be tendered: one for the original 1930s buildings (buildings A, B, C,
D and S) and one for the 1970s building E. The envisaged dates for contract signature
are May 2019 (buildings A, B, C, D and S) and August 2020 (building E).

139. Inrespect of contract value and recent developments concerning building H, the
Board put an emphasis on auditing the procurement process and contract management
for the building H construction contract.

Mandatory subcontractors

140. The tender documents for the construction contract for building H designated
one supplier for access control and fire detection equipment and one supplier for
video surveillance equipment. In response to a question on this matter by a bidder,
management clarified that bidders would need to approach those two companies
directly for such work during the bidding stage and that management expected the
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companies to be direct subcontractors of the bidders. The reason given by
management was security integration and compatibility with the management
campus-wide systems of management that were in place, since the two companies
already worked at the campus.

141. Management stated that non-disclosure agreements had been concluded with the
mandatory subcontractors for access control and fire detection and for video
surveillance equipment when they had been commissioned by management.
Management further stated that it could not provide the non-disclosure agreements
because the solicitations leading to contracts with the mandatory subcontractors were
no longer available.

142. The Board noted that the mandatory subcontractors were aware of sensitive
information regarding the procurement procedure. Those subcontractors had a
complete overview of all seven companies that were preparing bids. Therefore, there
was a general risk that, with the help of mandatory subcontractors, bidders could
contact one another. The Board noted that a list of all 17 firms that pre-qualified to
take part in the tender process had been published on the website anyway.
Nevertheless, it was not evident whether all of those firms would prepare and submit
bids.

143. The Board considers that all reasonable measures should be taken so that
sensitive information on the procurement procedure is kept confidential by the
designated subcontractors. As the Board was not provided with non-disclosure
agreements with the mandatory subcontractors, the Board cannot assess to what
extent they were appropriate with regard to mitigating the above-mentioned risks.
Nevertheless, the Board doubts that the alleged non-disclosure agreements took into
account the specific risks connected to the procurement of building H, as they had
been concluded for other reasons.

144. With regard to upcoming procurement procedures, the Board recommends
that management review whether it is inevitable that all bidders will need to
contact a designated subcontractor during the bidding stage.

145. The Board further recommends that management ensure that sensitive
information on the procurement procedure is kept confidential by designated
subcontractors, e.g. by concluding non-disclosure agreements that explicitly
cover information connected to the procurement process.

146. Management stated that it had reviewed the issue and had determined that, in
instances in which a vendor was providing specific services or specific goods to
management that must be retained to ensure uniformity and compatibility with those
services and goods, there was no other alternative, and it was thus inevitable that
bidders would need to contact a designated subcontractor.

147. Management further stated that it agreed with the recommendation on measures
to make bidders keep sensitive information confidential and would ensure
implementation as part of future strategic heritage plan solicitations in instances in
which the use of named suppliers was required.

Time limitation period for defects

148. Pursuant to the conditions of the construction contract for building H, the
employer’s right to bring a claim against the contractor for defect shall be limited to
five years from the substantial completion of the whole of the work. In the event that
the contractor has intentionally hidden such defect, the time limitation period is
10 years.
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149. The specifications of the contract require specific warranty periods for some
parts of the building. For example, the specifications state that “all fagades shall be
covered guaranteed for a period of ten (10) years against defective materials or
workmanship. The Contractor shall repair any defect or replace any faulty item, the
moment they occur, during the guarantee period.”

150. The Board is of the opinion that, in order to avoid any risk of confusion, the
conditions of contract on time limitation periods should indicate that further specific
warranty periods exist apart from the general time limitation period and the specific
time limitation for intentionally hidden defects.

151. The Board recommends that, with regard to the upcoming construction
contracts for the renovation, management review whether the conditions of
contract on time limitation periods should indicate that further specific warranty
periods exist apart from the time limitation period for intentionally hidden
defects.

152. Management concurred with the recommendation.

Contract conditions

153. The tender documents for building H comprised a comprehensive draft contract
for construction services. The draft contract was prepared by the strategic heritage
plan team and included “conditions of contract” on the basis of the construction
industry standard contained in the Red Book of the International Federation of
Consulting Engineers.

154. After completion of the contract design phase, the conditions of contract
deviated from the conditions of the Red Book in many regards. For example, the
conditions of contract stipulated full risk allocation to the contractor concerning:

(a) Accuracy, sufficiency and completeness of quantities in the bill of
quantities, except provisional quantities;

(b) Accuracy, sufficiency and completeness of site data;
(c¢) Unforeseeable difficulties or costs;

(d) Changes in cost;

(e) Changes in law.

155. Concerning proper performance, the conditions of contract stipulated the
contractor’s obligation to provide security instruments as follows:

(a) Bank guarantee for performance of 10 per cent of total contract value;
(b) Retention money of up to 5 per cent of contract price;
(c) Parent company guarantee.

156. Pursuant to the contract conditions, the commencement of work required
notification by the employer, recording that certain conditions had been fulfilled, such
as providing the bank guarantee for performance and the parent company guarantee.

157. The bidders were requested to indicate whether they accepted the draft contract.
The acceptance of the draft contract was evaluated within the commercial evaluation
of the proposals. The evaluation of acceptance or non-acceptance of the draft contract
had a fixed percentage of total weight whereby bidders obtained zero points for any
remarks apart from merely grammatical comments on the conditions of contract. The
exact score allotted to the acceptance or non-acceptance of the draft contract was not
revealed to the firms.
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158. During the bidding phase, firms asked questions and made comments on the
tender documents and the procurement procedure. Several of those 439 questions
were related to the content of the contract conditions, especially the risk allocation
and security instruments, and the evaluation of non-acceptance of the conditions. Four
questions dealt with the issue of whether it was possible to replace the retention
money with a retention bond. Several comments by firms dealt with the deviations
from the Red Book of the International Federation of Consulting Engineers. A firm
noted that it had identified numerous deviations which were aimed at tipping the
balance in favour of the employer and overturning the risk allocation under the Red
Book, which was recognized as “fair” in the international contracting scene. The firm
held out the prospect that changes in certain contract conditions would enable the firm
to provide the United Nations Office at Geneva with a more competitive offer.

159. By the closing date of the request for proposal, the United Nations Office at
Geneva had received seven proposals, four of which received a passing score in the
technical evaluation. Following the completion of the commercial evaluation, and
based on the results of the combined evaluation of the commercial and technical
scores, the United Nations Office at Geneva awarded the contract to a bidder whose
proposal had ranked third after the technical evaluation. This proposal received the
highest overall score because it had the lowest price in combination with the fact that
it had accepted the unqualified contract conditions. By contrast, the proposal with the
highest score in the technical evaluation requested the replacement of all terms and
conditions of the United Nations draft contract concerning (a) the contractor’s design
responsibility and (b) construction work with the International Federation of
Consulting Engineers plant and design-build contract and the construction contract,
respectively.

160. After being awarded the contract on 4 September 2017, the contractor stated
that it could not provide the security instruments for performance in the form
stipulated in the contract and the schedules for technical and legal restrictions. Hence,
the United Nations Office at Geneva initially refused to issue the commencement of
work notification.

161. After discussions and a review by the Office of Legal Affairs, the United Nations
Office at Geneva and the contractor agreed upon texts for a bank guarantee for
performance and a parent company guarantee that differed from the wording given in
the respective annex to the contract. The parties concluded a formal amendment
(amendment no. 1) to the contract on this matter on 25 October 2017. By a
memorandum of 2 November 2017, the United Nations Office at Geneva informed
the Office of Central Support Services about the amendment and stated that the
modifications were reasonable and not of a substantive nature. After having received
the respective securities, the United Nations Office at Geneva issued the
commencement of work notification on 27 October 2017.

162. In the Board’s opinion, both the bidders’ comments on the contract conditions
and the issues related to the fulfilment of the conditions for the commencement of
work indicate that the contract conditions should be reviewed with regard to future
construction contracts.

163. The Board noted that the risk allocation to the contractor deviated in many ways
from the risk allocation given in the industry standard Red Book of the International
Federation of Consulting Engineers, which was more balanced. The Board also noted
that all types of security instruments for performance (bank guarantee for
performance, parent company guarantee and retention money) were requested, when
normally only one such instrument was requested. The Board further noted that the
fulfilment of some contract conditions that were assessed to be not substantive in
hindsight had caused serious problems during the performance of the contract.
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164. The Board acknowledges the intent of the contract conditions to ensure proper
performance by the contractor and to avoid extra costs as best as possible.
Nevertheless, some contract conditions can have adverse impacts such as limitation
of competition and higher prices. Moreover, in some cases rights and claims may be
of limited practical value because their enforcement might be connected to
considerable disadvantages (for example, delays). Therefore, when determining
contract conditions for renovation work contracts, potential benefits and potential
adverse impacts and experiences from the construction contract for building H should
be considered.

165. Among other things, it should be taken into consideration whether a parent
company guarantee in addition to a bank guarantee for performance is needed in any
event. Furthermore, management should consider stipulating that retention money can
be replaced by a retention bond on first demand.

166. Regarding the evaluation of bids, the experiences from building H procurement
underline that the impacts of acceptance and non-acceptance of substantial contract
clauses have to be appropriately reflected in the evaluation methodology and criteria.
The Board has concerns as to whether the scoring that was applied to the building H
procurement is flexible enough in this regard. The scoring for acceptance or
non-acceptance had a rather low percentage of total weight and did not differentiate
between minor and major changes. For this reason, on the one hand, the chances of a
bidder that rejected the contract clauses winning the tender to a large extent were still
too good (see A/72/5 (Vol. I) and A/72/5 (Vol. I)/Corr.1, chap. 11, paras. 394 to 399).
On the other hand, minor changes in the contract clauses were penalized too severely.

167. The Board recommends that, with regard to the solicitation of renovation
work, management review the conditions of contract, taking into account the
experiences from the solicitation of building H work and contract
implementation.

168. The Board further recommends that management consider whether, if the
conditions of contract shall be subject to negotiation at all, the scoring of
acceptance of the conditions of contract should be more flexible and differentiate
between minor and major modifications requested by bidders.

169. Management indicated that it noted the concerns regarding deviating from the
form of contract contained in the Red Book of the International Federation of
Consulting Engineers. While that form of contract might be widely used in Europe,
that model did not comply with the status and privileges and immunities of the
Organization, was not consistent with the Financial Regulations and Rules of the
United Nations and did not fully protect the interests of the Organization. In addition,
several material provisions of the form were incompatible with the policies of the
Organization as reflected in the Financial Regulations and Rules of the United
Nations, with the United Nations General Conditions of Contract and with other terms
generally agreed upon between the United Nations and its contractors in commercial
agreements, including, in particular, in construction contracts. With the assistance of
the Office of Legal Affairs, the terms of the form contract of the International
Federation of Consulting Engineers had been adjusted to make it compatible with the
Organization’s status and policies, including those with respect to dispute resolution,
indemnification and contractor liability for its acts and omissions. The extensiveness
of the adjustments undoubtedly had changed the risk allocation under the construction
contract to be more protective of the Organization than if the United Nations had
executed a contract strictly based upon the standard form contained in the Red Book.

170. Management stated that, nevertheless, the United Nations Office at Geneva, in
consultation with the Office of Legal Affairs, would review the conditions of contract,
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taking into account experiences from the relevant work solicitation and contract
implementation.

171. Management announced that, furthermore, the United Nations Office at Geneva
would consider a scoring system that was more flexible and differentiate between
minor and major modifications that might be requested by bidders.

Process of change orders

172. Before the conclusion of a contract regarding the strategic heritage plan or an
amendment to an existing contract, either the Assistant Secretary-General for the
Office of Central Support Services or the Director of Administration for management,
depending on the estimated value, approves a not-to-exceed amount. The approval is
based on a recommendation by the Headquarters Committee on Contracts or the Local
Committee on Contracts, respectively.

173. If an envisaged change order is likely to exceed the not-to-exceed amount or is
outside the scope of the contract, the strategic heritage plan team has to initiate the
standard United Nations procurement procedures with the Purchase and
Transportation Section.

174. The procedures for change orders within the not-to-exceed amount and within
the scope of the strategic heritage plan contract in question are laid down in the
section of the programme manual on “change management”.

175. The approved not-to-exceed amount for the construction of the new building H
was calculated on the basis of the contract total amount plus a significant additional
amount for flexible workplace strategies and another amount for construction
contingency.

176. The Board reviewed the change order procedures as described in the draft
programme manual as at 15 September 2017. Hence, the Board recommended that
several inconsistencies and ambiguities in the programme manual should be
eliminated in order to avoid delays and confusion regarding the procedures and
responsibilities with regard to change orders.

177. The Board further suggested that change order procedures should put more
emphasis on the involvement of the contractor in the assessment of an envisaged
change to ensure that all relevant facts for decision-making were available and
potential conflicts with the contractor could be identified at an early stage.

178. The Board indicated that, pursuant to the programme manual, change orders
should be reviewed by a change order review committee, which had not yet been
established. The Board recommended that terms of reference for such a committee
should be finalized and that the committee should be established soon.

179. Moreover, the Board suggested that, in any case, change management
procedures and the related contract terms on variations and price adjustments should
be reviewed in the light of experience gained during their application.

180. Management accepted all of the above-mentioned suggestions. Subsequently,
Management has taken steps to eliminate ambiguities and inconsistencies in the
description of the responsibilities and procedures in the programme manual, to clarify
the role of the contractor in the change order process and to establish the change order
review committee and its terms of reference.

181. The Board further highlighted that a part of the not-to-exceed amount for the
new building H comprised an amount for introducing flexible workplace
requirements. The Board suggested that management establish a mechanism to ensure
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that such allowances with specified purposes within a not-to-exceed amount were not
used for other purposes without involving the designated procurement staff.

182. Management stated that, owing to the level and importance of the amount for
flexible working space for building H, it expected to report the outcome of the process
to the Assistant Secretary-General for the Office of Central Support Services, within
whose authority it rested to determine whether to consult the Headquarters Committee
on Contracts and/or if the Assistant Secretary-General so wished, to change the
overall not-to-exceed amount of the contract as a result.

183. The Board noted Management’s announcement that it would report the
implementation of flexible working space in the building H work contract to the
Assistant Secretary-General for Central Support Services. The Board deems it equally
important to involve the Assistant Secretary-General if the amount for flexible
working space shall be used, wholly or partially, for other purposes. Otherwise, by
only applying the change order procedures laid down in the programme manual, the
designated procedures for changing the not-to-exceed amount would not be respected.

184. The Board recommends that management ensure that specified allowances
within a not-to-exceed amount for a contract not be used for other purposes
without involving the designated procurement staff.

Evaluation, deliverables and performance of consultants

185. Pursuant to paragraph 3.2 of ST/AI/2013/4, the functions of consultants and the
outputs to be delivered shall be measurable, attainable, results-based and time-bound.
Pursuant to paragraph 3.3 (b) of ST/AI/2013/4, consultants and individual contractors
may be engaged only when the required services cannot be met from within the
current staff resources owing to a lack of specialized knowledge, expertise or
capacity.

186. According to an Excel sheet provided by the strategic heritage plan team, the
expenditure for consultancy services for the project added up to more than
CHF 61 million as at 31 December 2017 (for the period 2014-2017). The design fees
of the main architectural firm formed the largest part of this expenditure. According
to the fourth annual progress report (A/72/521), the proposed overall cost estimation
for consultancy services amounted to CHF 121 million.

187. In 2017, the project team was supported by up to 20 experts who were under
contract as external consultants, either working for consultancy firms ® or as
individual consultants (in two cases).”

188. The Board reviewed a sample of 10 contracts with consultants other than the
main architectural firm for expenditure of approximately CHF 11 million.

189. The functions of the consultants were not specified as results-oriented in several
contracts,® nor did the contracts comprise fixed milestones. The aim of these contracts
was more to stipulate the availability and presence of certain experts rather than clear
deliverables with timelines. These contracts were based on either daily or monthly
rates or lump sums. The daily rates range from CHF 368 to CHF 972 for comparable
functions.

190. The consultants provide technical support to the strategic heritage plan team in
several fields, such as heritage preservation, sustainability and project management.

& Contract 2016/4700009258.
" Contracts 17/2500102775 and 2016/2500065946.
8 For instance, contracts 2016/4700009258, 2016/2500088886, 2016/2500065946.
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According to the contracts, the consultancy expert services are dedicated to tasks
such as:

(a) Reviewing documents of other consultants (e.g. reviewing consultant
proposals, drawing specifications and submissions related to space planning and
programmes);

(b) Reviewing tender packages;

(c) Performing site surveys, reviewing existing information and systems and
advising how to improve them;

(d) Researching, designing, reporting and inventorying (e.g. of existing
artworks and heritage furniture);

(e) Organizing and scheduling meetings within the United Nations Office at
Geneva, for example, with end user groups;

(f) Participating in design, project management and construction meetings.

191. One contract stipulates a monthly rate for 22 working days in Geneva of
CHF 19,880 for each expert. The contractor has to deliver monthly reports by
management and weekly reports by the experts on their daily performance. The Board
reviewed the weekly reports and noted that neither the daily working time nor whether
the experts performed their duty on or off-site was stated in the weekly reports.
Additionally, in some cases® the weekly reports did not include any information on
the deliverables at all.

192. Under the terms of two contracts, the consultants were not obliged to provide
information on their performance.°

193. In the Board’s opinion, the performance of the consultants should have been
measured by milestones and deliverables.

194. The Board acknowledges that the staffing table of the project team is limited. In
that regard, the Board concedes that the strategic heritage plan is in need of on-call
services for technical or administrative tasks. Nevertheless, all performance can be
stipulated by targets, timelines and fixed deliverables.

195. Management stipulated contracts for consultancy in different currencies.!* Five
contracts were established in United States dollars, euros or pounds sterling. Some of
the contracts have an overall duration of several years, up to 10 years.*? The budget
of the strategic heritage plan is calculated and allocated in Swiss francs. Management
accepted the potential currency risk regarding these long-term contracts.

196. In 2016, the Procurement Division contracted a consultant for services relating
to a flexible workplace study and related consulting services regarding the strategic
heritage plan in Geneva. The contracted consultant was already active in
implementing flexible workplace strategies at Headquarters in New York. Therefore,
the existing contract has been expanded for the strategic heritage plan (amendment
no. 3 to the already existing contract no. PD/C0093/14).

197. According to annex C-3 of amendment no. 3, the contractor was entitled to
reimbursement from the United Nations for travel expenses, including daily
subsistence allowance, according to the United Nations rules without fixed

® Weekly reports of space planner or move manager.

10 Contract 2016/2500065946, 2016/2500088886.

1 For instance, contracts PD/C0093/14, 62/2014, 24/2013, 25/2012 and 17/2500102775.
12 Contracts 2016/4700009258 and 24/2013.
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requirements. The cost for international and national transportation and terminal
expenses has been capped for economy class at the least expensive airfare.

198. Through February 2018, the strategic heritage plan paid $810,565 for services
regarding flexible workplace, including $52,925 for travel. Of this amount, the
strategic heritage plan paid $29,499 for daily subsistence allowance and $6,672 for
the following return flights from New York to London or Geneva: one return ticket
from New York to London for $2,517 on 4 December 2016, two return tickets from
New York to London for $999 each on 5 December 2016 and one return ticket from
New York to Geneva for $2,157 on 16 November 2016.

199. The refundable value for the economy ticket from New York to Geneva for
$2,157 and from New York to London for $2,517 appear inappropriately high for
tickets in economy class at the least expensive airfare, particularly compared with the
two billed return flights from New York to London booked during the same period.

200. The Board recommends that management conclude future consultancy
contracts in a results-based and time-bound manner and with fixed deliverables.
For evaluating the performance of consultants, milestones should be established.
Existing long-term contracts should be updated accordingly.

201. Management did not agree with the recommendation since commercial
agreements concluded for the provision of services to the strategic heritage plan were
results-oriented contracts, which, through the relevant task orders, already included
fixed deliverables at an agreed price. Management further stated that, as with all
procurement contracts, all consultancy firms were evaluated for their performance
under the task order as part of both the annual performance review and the contract
renewal process.

202. The Board maintains that some contracts were not results-based and did not
include fixed deliverables. Furthermore, the billing of performed services has often
been calculated based only on the monthly presence of the consultants and daily fees,
without any explanations regarding the progress or fixed deliverables that would
allow for effective performance-based monitoring and correct payments (according
the actual service progress and agreed timelines).

203. The Board recommends that management mitigate the risk of currency
exchange by concluding contracts only in Swiss francs.

204. Management noted the risk associated with contracts in currencies other than
Swiss francs and highlighted that the acceptance of such risk had so far been
beneficial to the project. Furthermore, management stated that changing the currency
of the contracts would have commercial implications; some vendors had less ability
to manage exchange risk than the United Nations, which already transacted large
volumes in multiple currencies, and therefore the increase in the rates that they would
charge to accept the currency risk could outweigh the probable value of the risk
avoided.

205. The Board holds that the Swiss franc currently might be highly rated against the
United States dollar, the euro and the pound sterling. Nevertheless, this could change
in the short term and affect the available budget and the cost estimates.

206. Furthermore, the Board recommends that the cost for travel be revised with
regard to contract-based services and limited to the most economical and
reasonable airfare.

207. Management agreed with the intent of the recommendation in so far as the cost
for travel of consultants for contract-based services should be limited to the most
economical and reasonable airfare. Management also reported that annex C-3 of the
contract already stated that the cost of international and national transportation and
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terminal expenses would be reimbursed for travel (in economy class) at the least
expensive airfare.

Flexible workplace strategies

208. The General Assembly acknowledged in its resolution 70/248 A that space
optimization was one of the key objectives of the strategic heritage plan, and
requested the Secretary-General to apply flexible workplace strategies and to ensure
that the application of flexible workplace strategies at the Palais des Nations took into
account the physical characteristics and the specific heritage preservation needs, as
well as ongoing business transformation initiatives, in a cost-effective manner.®

New building H

209. With the implementation of flexible workplace strategies in the new building H,
management initially targeted a baseline of 1,400 workspaces in this building, 200 of
which would be hot desks in order to meet peak conference demands and service
meetings more effectively. Although the planned office levels were significantly
condensed, the baseline was not reached. The layout provided 1,215 temporary and
permanent workstations, plus 827 seats for meetings or collaboration.

210. In autumn 2016, some staff members of the United Nations Office at Geneva
expressed doubt that they would get improved working conditions in the new
building, which led to the “Say no to flexible workplace” campaign. Staff were afraid
of the changes that “hot desking, co-working and nomad-working” could bring. At
the same time, management tasked a consultant with preparing an assessment report
on space analysis and business case.

211. The Board was provided with a business case report issued on 24 July 2017
(revision no. 6). As indicated in the executive summary of that report, it was “a
comprehensive workplace study to understand challenges and opportunities associated
with smart working for all staff at the United Nations Office at Geneva”. “Smart
working” is meant to be a flexible workplace strategy fully tailored to the requirements

and constraints of the United Nations organizations based in the Palais des Nations.

212. The report concluded that it was possible and advisable to implement smart
working in the Palais des Nations and the new building. According to the consultants,
implementing smart working meant that employees would have increased opportunities
to work more dynamically and collaboratively, and enjoy greater freedom to use their
environment in a way that maximized collective productivity and satisfaction.

213. Furthermore, the report emphasized that much more shared space for
collaboration was needed than had been planned in the new building so far. The report
predicted that, by reducing the total number of workstations (with their own desks)
from 1,215 to 969, it should be possible to increase the space for collaboration. The
survey showed in an example called “Test-fit for level 04” that 276 workstations
might generate a smart working capacity for up to 479 users. In comparison,
non-smart working produced a capacity of only 411 users, according to the report,
although there would be more workstations (352).

214. The Board considers the result of the comparison of the two layouts concerning
capacity as not being reliable because it aggregates very small spaces that can be used
by a single employee (phone booths) with project rooms that fit up to eight persons.
Besides, desk-sharing with a ratio of 1 to 1.1 or 1.25 is included only in the calculation
for smart working. In the Board’s opinion, desk sharing at a low ratio may also be
possible in the non-smart working scenario.

13 See General Assembly resolution 70/248 A, section X, paras. 13 and 14.
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215. The Board further noted that the business case report was based on a net internal
area of 19,078 m?, which was wrong. The correct net internal area should be 1,088 m?
smaller. The consultant conceded that the correct net internal area should be
17,990 m? and corrected the report during the audit visit in September 2017, which
led to business case report revision 07 of 27 September 2017.

216. Management stated that the initial target of 1,400 workspaces had to be
reviewed and revised to adapt to the grade assignment policies currently in place in
the United Nations Office at Geneva. The three entities that had originally been
foreseen to relocate to building H represented more P grades than G grades; therefore,
the larger space allocated for P grades meant that the 1,400 target could not be
achieved. There were considerable margins of improvement in space efficiency when
the policy of allocating space dependent on grade was revised.

217. Management underlined that all employees would be able to choose to work at
a properly designed and ergonomically appropriate workstation as their main base
during a typical working day. In addition, the remaining aggregated spaces, including
“very small spaces” (which are only one of several types of additional support
spaces), would also be available from which employees could perform specific tasks
related to their work activities at different points in the day (such as concentration,
collaboration and other social interactions). It was expected that these aggregated
spaces would also be used to ensure that the calculated desk-sharing ratios could be
relied upon to be achieved. The arrangement that was described in the base scheme
as desk sharing at a low ratio would more properly be described as “hot desking”,
which would be desk sharing, only without the benefits of a smart working
environment. This would not address the concerns employees have expressed about
the lack of privacy and confidentiality, poor acoustics, lack of concentration and lack
of meeting and collaboration space.

218. The contract for the main construction work for the new building H is based
mainly on plans and designs issued in December 2016, without considering smart
working. The construction work for the new building started at the end of 2017.

219. The Board noted that implementing smart working would lead to changes in the
technical design of the architectural interior, drywall installation, the technical
ceiling, electrical installation, plumbing and sprinkler systems, information and
communications technology and audiovisual facilities, firewalls and smoke
protection. According to the analysis of the consultants, these changes may lead to
extra costs of up to CHF 7 million.

220. The Board emphasizes that the business case report is not reliable in every
aspect and that the project team needs to urgently perform the new technical design
for all floors and details in order to agree upon amendments with the general
contractor. The Board also considers it problematic that the Office has let the architect
plan for more than two years without putting forward the question of whether the
layout conforms with the latest working ideas, up-to-date collaboration strategies and
staff requirements.

221. Management agreed with the observation that the business case report was not
reliable in every respect. Management further stated that it believed that business
cases were living documents and that they would be and had already been updated to
ensure that the business case remained robust. With regard to communicating with
the architect, management believed that it would not have been appropriate to instruct
the architect to anticipate the revision to the design until it had formally been accepted
by the General Assembly. If the Assembly had rejected the change and management
had already instructed the architect to move forward with the change, it would have
been very difficult to go back to the original baseline and to keep to the schedule. In
addition, management noted that the requirements of staff had been considered
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through substantive consultations through departmental focal points and engagement
with the staff council.

222. The Board recommends that management urgently decide on how to
implement flexible workplace strategies on all floors of the new building to avoid
any further risk of amendments, delays and extra costs for the general contractor.

223. Management concurred with the recommendation.

Historic buildings of the Palais des Nations

224. The business case report concluded that the implementation of flexible
workplace strategies would also be possible in the historic buildings of the Palais des
Nations. The consultant developed four different options for level 03 of the Palais des
Nations to serve as examples. In the view of the Board, some of these options did not
meet the requirements of an outstanding heritage. All of the options required
dismantling existing walls, doors and corridors. Major interventions might harm the
genius loci of the Palais des Nations. Furthermore, the consultants figured out that
the estimated extra costs for implementing flexible workplace strategies might reach
CHF 35 million, or even CHF 60 million, depending on the option selected. Funding
options for these additional costs were being studied with regard to the need for
additional Member State assessments.

225. The Board suggested that management reconsider if flexible workplace strategies
could really succeed on all floors of the heritage-protected Palais des Nations.

226. In the meantime, the Advisory Committee on Administrative and Budgetary
Questions, in paragraph 37 of its report on the fourth annual progress report of the
Secretary-General on the strategic heritage plan (A/72/7/Add.25), recommended
against the feasibility study and the subsequent detailed design work for the
implementation of flexible workplace strategies in the historic buildings of the Palais
des Nations, as well as the funding proposal. In its resolution 72/262 A, the General
Assembly requested the Secretary-General to ensure that the application of flexible
workplace strategies at the Palais des Nations took into account staff welfare and
productivity, the physical characteristics and the specific heritage preservation needs,
as well as ongoing business transformation initiatives, in a cost-effective manner.

227. Taking into account the above-mentioned report of the Advisory Committee and
the General Assembly resolution, management needs to reconsider the
implementation of flexible workplace strategies in the historic buildings. The Board
will further monitor the process and results.

Building design, construction and maintenance
Outside areas

228. The Board noted that the technical design for the gardens and terraces of the
new building provided a plaza located at the main entrance on level 02; two
courtyards, including the Mineral Garden on level 02, and the Lush Garden on
level 03, with a trapezoidal shape and a partially paved surface. Furthermore, there
were five terraces on four different levels providing highly sophisticated greened roof
terraces for the staff. All terraces had stainless steel balustrades, irrigation systems
and stainless steel construction designed to separate the greening elements. Roughly
a fifth of the terraces were paved with trapezoidal elements of Italian granite paving,
textured with bespoke satinized stainless steel grilles with extensive greening.
Level 05 even had two separate terraces, although level 04 provided many more
workstations and level 03 had its own terrace. All exterior sites provided bespoke
benches of precast concrete with honed finish or Italian granite. Most of the 57
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benches and seats were planned in a trapezoidal shape and provided outside seating
capacity for 280 people.

229. The Board maintains that the exterior areas are planned very ambitiously with
regard to quality and quantity. Furthermore, the design of the external areas may also
have an impact on service and maintenance costs (e.g. for gardening on the roof
terraces).

Photovoltaic panels

230. Pursuant to the contract for the construction work for the new building, the
contractor is obliged to install 270 m? of photovoltaic panels with a peak power of at
least 50 kilowatts. The specification in the contract stipulates a production of at least
36,000 kilowatt-hours per annum. The contract also includes plans showing where
and how the panels are to be installed on the highest rooftop of the new permanent
building.

231. The Board noted that the alignment of the panels referred to the parapet wall
rather than to the geographical orientation. The panels were more oriented towards
the east than the south. This would lead to lesser efficiency than if the panels were
oriented towards the south, and might have a negative impact on annual production
of approximately 5 to 10 per cent.

232. The Board recommends that management consider an optimized
orientation of photovoltaic panels on the top of the new building.

233. Management agreed with the recommendation and stated that it considered the
drawings in the contract specifications as only indicative with regard to the location
of the panels and would ensure that the detailed installation plans proposed and
submitted by the contractor were optimal.

Cooling and ventilation

234. The project team provided the Board with simulations of the thermal comfort
during the summer and winter periods at the Palais des Nations. The aim of the
simulations for the summer period was to investigate whether the current situation
met the thermal comfort requirements of the standards of the Swiss Society of
Engineers and Architects or if mechanical ventilation and a cooling system were
necessary. The simulations have considered open-space and hybrid offices, especially
offices with a southern exposure and internal heat loads.

235. The result of the simulations for the summer period was that the inside
temperature met the requirements without a cooling system and without mechanical
ventilation. Nevertheless, management intended to equip the Palais des Nations with
a cooling and ventilation system. The fourth annual progress report on the strategic
heritage plan also stated that a cooling and ventilation system would be necessary
owing to envisaged changes of existing individual offices to a hybrid layout that
included closed and open office environments for the implementation of flexible
workplace strategies. Furthermore, it was reported that delegates, staff and visitors
had increasingly experienced temperatures in the summer months that exceeded
comfortable levels.™

236. Management expects that the costs to add a mechanical ventilation and a cooling
system in all spaces in the Palais des Nations will amount to CHF 26 million.

14 See A/72/521, para. 26 (f).
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237. The Board noted that management had not carried out any simulation of the
thermal comfort for the Palais des Nations with regard to the implementation of
flexible workplace design.

238. The Board recommends that management decide on the necessity of
mechanical ventilation and cooling systems in the Palais des Nations only on the
basis of thermal comfort simulations. These simulations are to be documented.

239. Management agreed with the recommendation.

Baseline and estimation of energy savings

240. The United Nations Office at Geneva contracted a consulting engineering firm
to provide essential information about the current building conditions and the
objectives of the strategic heritage plan. In February 2011, the consulting firm issued
its conceptual engineering and architectural study report on the strategic heritage
plan. That report stressed that one of the most important objectives of the strategic
heritage plan was to improve energy efficiency. According to the report, energy
consumption could be reduced by up to 25 per cent of the consumption of the existing
Palais des Nations.®

241. In his 2011 report on the strategic heritage plan, the Secretary-General
underlined the importance of updating the building exterior and electromechanical
systems to reduce the cost of energy consumption. The actions, or the implementation
of the strategic heritage plan, were expected to result in a reduction in the energy
consumption at the Palais des Nations of approximately 25 per cent, which would
generate savings of $1.7 million per biennium (see A/66/279, para. 11 (¢) (iv)). The
report of the Secretary-General did not provide energy consumption calculations or
the year to which the figures related.

242. In 2013, in his report on the strategic heritage plan (A/68/372), the Secretary-
General again stressed the reduction of energy consumption as one of the key
objectives of the strategic heritage plan project. The report further stated that the
energy costs would decrease the expenses by CHF 16 million over 25 years, taking
into account an implementation period for the strategic heritage plan of eight years.
Again, the base year to which the energy consumption savings related was not stated.

243. The General Assembly approved the proposed scope, schedule and estimated
cost of the strategic heritage plan in 2015. In the meantime, energy-saving measures
at the Palais des Nations had been concluded, funded by a donation of
CHF 50 million. The work, which was concluded in 2014, included repairs to parts
of the roof and windows, optimization of lighting, installation of solar panels and
replacement of certain ventilation units. Pursuant to the report of the Secretary-
General on the strategic heritage plan of the United Nations Office at Geneva
(A/68/372), the donation from the host country has contributed to a reduction of the
scope of the strategic heritage plan and reduced the overall cost of the renovation
project.

244. In his fourth annual progress report on the strategic heritage plan, issued in
2017, the Secretary-General stressed that one of the core objectives of the plan was
to lower the energy consumption of the Palais des Nations by at least 25 per cent as
compared with the 2010 baseline.

245. The Facilities Management Section of the United Nations Office at Geneva
provided the Board with detailed information on actual consumption of electricity
and heating energy by the Palais des Nations for the period 2006-2017.

15 Buildings A, B, C, D, E and S.
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246. The strategic heritage plan project team prepares a quarterly memo related to
energy consumption. The memo from October 2017 describes the current and
expected consumption of electricity and heating energy, along with costs for the
existing Palais des Nations!® based on 2010 and 2015.

247. The Board reviewed all data provided by FMS and the strategic heritage plan
project team and noted that the data differed. Management stated that data provided by
the project team were adjusted for normalization of consumption for variation in weather
between years. Nevertheless, the project team did not provide any calculations regarding
these adjustments or expected energy consumption, as requested by the Board.

248. The following table shows the different figures provided to the Board:

Table 2
Figures on energy cost and energy consumption

Strategic heritage plan project team
Energy use: update of the third

Facilities Management Section® quarter of 2017 (6 October 2017)
Energy costs for 2010 CHF 2.8 million® CHF 3.4 million®
(energy bills) (calculation not available)
Energy costs for 2015 CHF 2.2 million? CHF 3.0 million®
(energy bills) (calculation not available)
Energy consumption 2000-2016 55,809 MWh
Energy consumption 2010-2015 121,141 MWK
Decrease in energy use 2010-2015 5,989 MWH
Decrease in energy use 2000-2016 6,588 MWh

Source: United Nations Office at Geneva.

¢ Email of 18 October 2017.

b Electricity (CHF 1.89 million) + heating (CHF 0.905 million) = CHF 2.795 million (Palais
des Nations).

¢ Electricity CHF 2.120 million + heating CHF 0.919 million + lake water for cooling =
CHF 0.330 million = CHF3.369 million (Palais des Nations and Palais Wilson)

4 Electricity (CHF 1.390 million) + heating (CHF 0.839 million) = CHF 2.2 million (Palais des
Nations).

¢ Electricity CHF 1.608 million + heating CHF 1.014 million + lake water for cooling =
CHF 0.392 million = CHF 3.014 million (Palais des Nations and Palais Wilson)

/ Primary energy.

249. The strategic heritage project team further provided the Board with an energy
savings report of February 2018. In that report, the project team explained, inter alia,
that the examination of the data found in various previous reports and the energy bills
allowed the determination that 2010 would be considered as the reference year for the
25 per cent energy savings that should be obtained after the completion of the whole
project.

250. Furthermore, the Board noted that the energy savings report specified that the
reduction in energy consumption included the Palais Wilson in its baseline. That
meant that the 25 per cent in energy savings would be measured against the baseline
energy consumption of the Palais des Nations and the Palais Wilson.

251. The Board reviewed all data provided and noted that the data contained in the
different reports on the strategic heritage plan and the data received from FMS and
the project team differed significantly. Therefore, the Board is of the opinion that the
data are not a reliable basis for enabling the project team to predict possible energy
savings and cost savings.
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252. The Board considers that the baseline for the energy consumption of 25 per cent
is unclear and needs to be determined, especially since energy-saving measures have
already been completed and were funded outside of the scope of the strategic heritage
plan.

253. Furthermore, there is no justification as to why the project team decided to
include the Palais Wilson in the baseline for energy reduction. This subject was not
considered in any previous progress reports on the strategic heritage plan. In the
Board’s view, the energy consumption of the Palais des Nations should be clearly
defined as the baseline for energy reduction.

254. Management believes that the energy savings report provides a sound basis and
calculation method for tracking the energy savings in a structured manner.
Management stated that the document would be constantly evolving based on the
emerging designs, phasing strategy and execution.

255. Nevertheless, management confirmed that the Board’s observation had correctly
identified that comparing energy consumption data and costs could lead to confusion.
Management would consider the inclusion of explanations in the future iterations of
the energy savings report, along with the provision of a table to improve clarity.

256. Management stated that the energy baseline of 2010 and the 25 per cent
consumption reduction objective were clear and that management aimed to achieve
that objective by the completion of the renovation work.

257. Management also stated that, when compiling the energy savings report, it had
been decided to include the energy costs of the Motta building and the Palais Wilson,
as the approximately 700 staff members who worked in them would ultimately be
relocated to the Palais, increasing the number of staff and consequently the energy
consumption. Nevertheless, management would seek to create a new baseline that
excluded the energy costs of the Motta building and the Palais Wilson but, in doing
so, it would make justified and rational adjustments to account for the additional plug
loads and increased general usage of services (e.g. the cafeteria, Press Bar) owing to
the increased number of staff on the campus.

258. The Board emphasizes that the reduction of energy consumption is one of the
key objectives of the strategic heritage plan project. Therefore, it is crucial to set the
baseline after the work funded by the donation of the host country was concluded
since the donation has already contributed to a reduction of the scope of the strategic
heritage plan. Subsequently, this will lead not only to a new energy baseline but also
to a new and lower objective for the energy savings still to be achieved through the
strategic heritage plan project.

259. The Board recommends that management consider the beginning of the
implementation of the strategic heritage plan as the baseline for the reduction of
energy consumption. Management should thereby take into account the energy
savings already achieved through other energy saving measures outside of the
scope of the strategic heritage plan since the benchmark of 25 per cent has been
stipulated, and define a clear, adapted benchmark as the objective for the energy
savings envisaged with the implementation of the strategic heritage plan.

260. Management pointed out that the 25 per cent figure had always been in
comparison with the situation before the replacement of the windows by means of the
Swiss donation, since it had been planned that the main savings available would come
from replacing the windows. Therefore, the target energy reduction would also need
to be reset, by deducting the savings contributed by the window replacement.

261. Furthermore, the Board recommends that management base the
calculation of energy savings on sound and reliable data on the energy
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consumption at the Palais des Nations before the implementation of the strategic
heritage plan started, namely, before the start of the construction work on the
new building.

262. Furthermore, the Board recommends that management consider solely the
energy consumption at the Palais des Nations for the baseline for the reduction
of energy consumption.

263. Management stated that it remained of the view that the baseline should not be
solely based on the Palais des Nations but should also include Palais Wilson.

Maintenance

264. The Facilities Management Section, as one part of the United Nations Office
at Geneva, is responsible for the safe and reliable operation, maintenance,
modification, improvement, repairs to and replacements of the campus of the Palais
des Nations and associated technical facilities, machinery, equipment and other
furnishings installed.

265. Regarding maintenance, the strategic heritage plan project team is working in
close collaboration with the Facilities Management Section to make sure that the
United Nations Office at Geneva has the necessary technical information regarding
operation and maintenance requirements for the renovated and new buildings of the
Palais on time and before completion of the strategic heritage plan.

266. The construction work of the strategic heritage plan started with the new
building (building H). After the finalization of building H, the renovation of the Palais
des Nations will start. The project team will then use parts of building H as swing
space during the renovation of the Palais des Nations.'> The renovation and
dismantling of building E will be the last step of the implementation of the strategic
heritage plan.

267. The renovation of the Palais is taking place in single sections. Nevertheless, all
technical building systems in single sections, such as heating, sanitary, lighting and
other electrical systems, are interconnected. The project team will hand over
completed sections to the Facilities Management Section while the other sections are
still under construction. The maintenance, operation and business continuity of the
completed sections would then be the responsibility of the Facilities Management
Section.

268. The Board noted that the project team did not have a maintenance strategy to
avoid duplication of effort and lack of clarity for the period during which sections
would have already been completed and other sections would still be under
construction. In the event of a breakdown of the technical building system in a
complete section, it was not clear who would be responsible for what.

269. The Board appreciates the collaboration between the project team and the
Facilities Management Section regarding technical aspects of the strategic heritage
plan. Nevertheless, the Board sees a significant challenge in completing the
renovation of the existing buildings in single sections.

270. The Board noted that the project team had not calculated the expected operating
and maintenance costs. Knowledge of those costs was crucial for considerations
regarding a global strategy for adequate funding of maintenance and operational costs
in the future.

16 The Buildings and Engineering Section of the Office has recently been renamed the Facilities
Management Section.
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271. The Board recommends that the strategic heritage plan project team
develop a sound and clear maintenance and operational strategy for the period
during which sections of the Palais des Nations will have already been renovated
while other connected sections will still be under construction. The experience of
the Facilities Management Section should be considered in the development of
this strategy.

272. Furthermore, the Board recommends that the strategic heritage project
team calculate the expected maintenance and operational costs in close
cooperation with the Facilities Management Section as a basis for consideration
of funding strategies. Availability of adequate funding for maintenance and
operation during and after the implementation of such projects as the strategic
heritage plan is crucial for avoiding the need for such programmes of work in
the future.

273. Management agreed and stated that it would continue to define and develop,
together with the Facilities Management Section, a sound and clear maintenance and
operational strategy for the period during which sections of the Palais des Nations
were being renovated. Management further stated that several rooms with critical
equipment that would be under renovation across more than one “section” of work
would need to be clearly documented in order to define the roles and responsibilities
of the project team, contractor(s) and the Facilities Management Section during the
renovation work. Management also agreed that expected maintenance and operational
costs should be calculated.

Sustainability

274. Buildings have extensive direct and indirect impacts on the environment. During
their construction, occupancy, renovation, repurposing and demolition, buildings use
energy, water and raw materials, generate waste and emit potentially harmful
atmospheric emissions. These facts have prompted the creation of green building
standards, certifications and rating systems aimed at mitigating the impact of
buildings on the natural environment through sustainable design.

275. Sustainable green certifications for rating new and existing buildings,
construction, operations and maintenance have broader criteria and are not focused
only on energy consumption. These certifications are based on a point system, which
means that the building earns points when something is done towards the
improvement in these categories. The Leadership in Energy and Environmental
Design (LEED) rating system is based on accepted energy and environmental
principles and strikes a balance between known established practices and emerging
concepts. LEED is a programme of the United States Green Building Council, a
non-profit organization that launched its first green building rating system in 1998.
Credits may be earned in five environmental and two additional categories. LEED
also emphasizes an analysis of cost over the life cycle so that the client has the option
to make informed choices when opting for green technologies, which may have an
initial incremental cost with acceptable payback periods.

276. In March 2016, the design firm of the strategic heritage plan project stated in its
architectural and engineering report and in its specifications for the new building that
the goal was to obtain LEED gold certification.

277. In August and September 2016, management published requests for expressions
of interest for the work on the new building. According to these published requests,
construction services were required to build a modern building with environmental
standards and achieve the LEED green certification. The contractor would need to
have experiences in LEED or similar green building certification systems.
Additionally, the contractor would need to provide all testing and commissioning,
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including enhanced commissioning as required by LEED, in order to be able to
achieve the gold level of LEED certification, or its equivalent.

278. Management specified in February 2017 in its request for proposals for the new
building that the contractor should perform the work with the objective of fulfilling
the LEED prerequisites and earning credits for the project to obtain LEED gold
certification. In accordance with the LEED certification plan, the contractor should
be responsible for achieving and documenting all construction credits via the LEED
online portal.

279. During the bid process, management responded to different questions from the
bidder. In its responses, management stated that the intention was to reach a level of
performance equivalent to the LEED gold level.

280. During the audit, the project team stated that it would not privilege the LEED
certification system and the United States Green Building Council. Therefore, a
certification would not be requested.

281. The Board noted that using a rating system provided architects, designers and
the project owner with a metric to verify the relative sustainability of their projects.
Targeting a level of sustainability using an established rating system could help to
ensure that initial goals were maintained through construction completion. When a
project progressed, budget, schedule and other constraints could hamper the
completion of a project as originally intended. When attaining a level of certification
was not an agreed priority, sustainable attributes were likely to fall by the wayside.

282. The Board recommends that management enhance its efforts to mitigate
the impact of its buildings on the natural environment through sustainable
design and ensure that the contractor for the new building performs its work
with the objective of fulfilling all environmental categories from the LEED green
building certification systems, as stipulated in the contract.

283. Management stated that it had already complied with the recommendation and
that the sustainability design had been under the supervision of professionals
accredited by LEED. Additionally, the project team had developed a dedicated LEED
credit-tracking system to allow the identification and tracking of activities related to
sustainability and energy savings. The contractor could prove compliance with this
standard through the submission of all of the relevant documents, which were
assessed and accepted by the team.

284. While recognizing the steps taken by management, the Board emphasizes the
need to monitor compliance with LEED during the entire construction work process.

Cost and cost estimates for contractual consultancy service

285. The estimated cost for consultancy services (including design services), as
reported by the Secretary-General, increased from CHF 106 million in September
2013 (see A/68/372) to CHF 121.1 million in October 2017 (see A/72/521), excluding
contingencies and escalation.

286. The estimated cost for construction, refurbishment and associated costs increased
from CHF 496 million in September 2013 (see A/68/372) to CHF 576.1 million in
October 2017 (see A/72/521), excluding contingencies and escalation.

287. The increase in the estimated cost for consultancy services was mainly a result of
the decision to add the detailed design for the existing buildings B2 (offices and library),
C, D, E and S to the scope of services to be delivered by the design firm. Previously, it
had been envisaged that the work contractor would provide this detailed design.

18-11594


https://undocs.org/A/68/372
https://undocs.org/A/72/521
https://undocs.org/A/68/372
https://undocs.org/A/72/521

Al73/157

18-11594

288. The Board noted that, although the future contractor for the renovation work on
the historic buildings would no longer be responsible for carrying out the detailed
design for buildings B2, C, D, E and S, the estimated construction cost for those
buildings had not decreased.

289. In the summer of 2017, management decided to utilize a consistent design-bid-
build approach instead of the design and build approach. This new strategy was to
bring the design of all renovation work required (including work on buildings B2, C,
D, S and E) to the level of full technical design before the procurement of the
construction work (see paras. 111-133 above for details). Therefore, the future
contractor for the construction work on the historic buildings should no longer be
responsible for carrying out any portion of the technical design. The Secretary-
General stated that such a change of implementation strategy would not have an
impact on the overall budget or schedule (see A/72/521, para. 60).

290. The Board noted that the estimated cost of consultancy services of
CHF 121.1 million, as reported in October 2017 (A/72/521), did not include the cost
of additional consultancy services related to the change of implementation strategy,
which comprised mainly of the technical design for buildings B2, C, D, S and E.

291. The additional fee for the technical design, construction administration and post-
completion of buildings B2, C, D and S was estimated at CHF 14.2 million, in a
presentation to the Headquarters Committee on Contracts in mid-January 2018. The
additional fee for technical design and construction administration for building E was
estimated at CHF 18 million, in a response by management to the Board in March 2018.

292. Owing to the change of implementation strategy in the summer of 2017, the
envisaged scope of work for the work contractor decreased with regard to design.
Nevertheless, the estimated costs for the renovation work did not decrease.

293. In October 2017, the United Nations Office at Geneva signed two contracts with
consultants. The first was for the performance of structural and architectural surveys.
The second was for the performance of surveys in the mechanical, electrical,
plumbing and building physics fields in the Palais des Nations. The contracts are on
an on-call basis, allowing the strategic heritage plan team to conduct structural and
asbestos surveys as and when required. The total not-to-exceed amount for these
contracts is CHF 2.2 million.

294. The Board reviewed consultancy contracts, amendments to those contracts and
Excel sheets from the strategic heritage team (contract management) and analysed the
financial data. As a result, it identified obligations related to consultancy services of
CHF 101 million contracted until 31 December 2017.

295. The estimated cost for consultancy services of CHF 121.1 million as presented
in the fourth progress report is too low (see annex IV below). Even if only the
obligations of CHF 101 million contracted until the end of 2017 and the additional
costs related to the change of the implementation strategy of about CHF 14.2 million
(buildings B2, C, D and S), plus about CHF 18 million (building E), are taken into
account, the estimated amount will be exceeded significantly. In addition, the
estimated amount will be exceeded once consultancy services that are not related to
the change of the implementation strategy but that will nevertheless be contracted
after 2017 (e.g. contract extensions) are taken into account.

296. Furthermore, the Board is of the opinion that the above-mentioned conclusion
of contracts on structural, architectural, mechanical, electrical and plumbing surveys
in October 2017 indicates that there are still significant uncertainties about the
structure of the historic buildings. If the new surveys reveal, for example, additional
asbestos or other hazardous material, the cost of both the design and the execution of
the renovation work could increase significantly.
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297. The Board recommends that the strategic heritage plan team strengthen its
approach to cost forecasting by including a robustly calculated estimate of the
forecast costs up to project completion, taking into account that there are still
significant uncertainties about the structure of the historic buildings.

298. Management agreed with the overall recommendation that an up-to-date
forecast should be prepared on a regular basis.

299. Management stated that, at the time of writing of the fourth progress report
(A/72/521), the amount of the increase in the design fees was not yet known. As at
March 2018, management’s forecast for consultancy services, excluding escalation
and contingency, was CHF 137.3 million.

300. In addition, management emphasized that the risk management firm had
estimated that the new approach would result in a reduction of the risk that had been
associated with the former design-and-build approach of CHF 9.9 million.
Management announced that it would report in the next progress report the higher
forecast for design fees and the lower risk in the probabilistic risk module.

301. The Board reiterates the importance of an accurate and up-to-date forecast of
the project costs. It is crucial that the project owner and the Member States have a
realistic idea of whether the project will reach completion within the allocated budget.
It is necessary to take early and appropriate action if costs are escalating or increasing.

Potential alternative sources of project financing
Rental income

302. One of the objectives of the strategic heritage plan project is to relocate the staff
of the Office of the United Nations High Commissioner for Human Rights (OHCHR)
from rented premises in Geneva to the United Nations campus, in the new building
H. Other income from United Nations entities in Geneva that are funded on an
extrabudgetary basis may be generated by implementing flexible workplace
strategies, which will enable management to bring many of these entities into the
Palais des Nations and thus will generate significant additional rental income for the
Office in future years. In addition to accommodating the offices of OHCHR, it would
be possible to accommodate organizations such as the United Nations Children’s
Fund, the United Nations Development Programme and the United Nations Office for
Project Services, which have expressed interest in relocating to the Palais des Nations.

303. According to paragraph 122 of the Secretary-General’s fourth annual progress
report on the strategic heritage plan (A/72/521), the income generated from the rental
of premises at the United Nations campus, currently recognized as miscellaneous
income, flows back to Member States. The applicable income from the rental of
premises to United Nations organizations and related commercial entities for 2017—
2024 and beyond was considered, with an annual amount of $1.2 million as from 2017.

304. Furthermore, table 8 of the fourth annual progress report shows an annual
amount of $2.2 million as potential rental income from OHCHR, as future tenant,
starting as from 2024. The Board identified an applicable rental income of
$3.4 million for the biennium 2016-2017, or $1.7 million per financial year.
Furthermore, management has already agreed on raising the amount charged for
future leases (e.g. for the International School of Geneva, an increase of 33 per cent
starting in 2018) and additional contracts with new tenants.

305. Management stated that the $1.2 million quoted in the report was the net rental
income that had been returned to Member States as miscellaneous income. The
amount of $3.4 million pertained to the gross income earned by the United Nations
Office at Geneva in 2016 and 2017 ($1.7 million each financial year). From that
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amount, 30 per cent was used to cover the related operating costs of the Office. In the
view of the Board, that was not shown in the report in a comprehensible manner.

306. Upon completion of the strategic heritage plan project, it is envisaged that
OHCHR staff will move to the new building of the Palais des Nations. According to
paragraph 43 of the 2013 report of the Advisory Committee on Administrative and
Budgetary Questions on the strategic heritage plan (A/68/585), the United Nations
Office at Geneva will in return generate rental income related to the 47 per cent of
staff that are funded from extrabudgetary resources, which is equivalent to
approximately 47 per cent of the value of the leases being paid at present to house
OHCHR. Those figures are based on a total of 605 posts based in Geneva, of which
286 posts (47 per cent) were funded from extrabudgetary resources. The Board notes
that this differentiation and the number of staff at Geneva are based on data from 2012
and 2013.

307. According to OHCHR Report 2016, 623 staff are located in Geneva, in the Palais
Wilson and in the Motta building. In addition to those staff members, a varying
number of non-permanent staff will be added (e.g. United Nations volunteers,
consultants and individual contractors).

308. Palais Wilson is rented from the Fondation des immeubles pour les organisations
internationales. The Motta building is rented from a private company. The lease
contract for the Palais Wilson could have been terminated by management by
31 December 2017 with a six-month advance notification. This possibility remained
unused, so the contract has been extended automatically for another five years, until
31 December 2022. The lease contract for the Motta building would have expired on
31 July 2017. Therefore, the rental period was extended by the United Nations Office
at Geneva in August 2016 for an additional five years, with the possibility of two one-
year extensions. The contract can be terminated on 31 July 2022 at the earliest. An
amendment to the contract was signed by the Office on 5 August 2016 (contract
53/2010 ESI, amendment no. 6).

309. The $2.2 million estimated as potential rental income from OHCHR in the most
recent annual progress report of the Secretary-General on the strategic heritage plan
is based on the assumption that nearly half of the OHCHR rental cost could be charged
by the United Nations Office at Geneva as rental income because 47 per cent of
OHCHR staff positions are funded from extrabudgetary sources. The Board notes that
the funding key for staff located in Geneva of 53 per cent regular budget vs. 47 per
cent from extrabudgetary resources was determined based on OHCHR data for the
financial year 2012 and has not been updated. Since extrabudgetary funding of
OHCHR has increased in recent years — in 2016, about 45 per cent of total funding
for OHCHR was covered by the regular budget and 55 per cent was funded from
extrabudgetary resources (see OHCHR Report 2016) — the estimated rental income
from OHCHR starting in 2024 might be higher than the $2.2 million per annum stated
in the current progress report on the strategic heritage plan.

310. Pursuant to table 2 of the 2013 report of the Advisory Committee on
Administrative and Budgetary Questions on the strategic heritage plan (A/68/585),
management initially estimated the annual cost for rent, maintenance and the
provision of safety and security at the leased facilities for OHCHR (Palais Wilson and
Motta building) as approximately $9.857 million per year. Of this amount,
$1.945 million per year has been paid for safety and security services for the two
leased premises.

311. The Board noted that management had not calculated expected future costs and
potential savings related to maintenance and safety and security as a result of OHCHR
being a tenant of building H. Given that additional organizations that were funded
from extrabudgetary resources would move to the Palais des Nations, management
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needed to consider the costs of maintenance and safety and security in proportion to
the organizations.

312. Management, together with OHCHR, should review opportunities to relocate
the OHCHR units located in the Palais Wilson as soon as the new building is ready
for occupancy.

313. Furthermore, management should indicate in a transparent way how the
operating costs of 30 per cent are calculated.

314. Management stated that it had recently launched a working group on future
rental rates, whose responsibilities would include consideration of the flexible
workplace strategy proposals being made in the context of the strategic heritage plan.
That would have an impact on the billing methodology and the appropriate amount
that would be charged to OHCHR.

315. With regard to option of an earlier relocation of OHCHR, or parts of OHCHR,
management pointed out that there was no possibility to avoid the rental cost by
moving OHCHR earlier than 1 January 2023 or 1 August 2022 because of the rental
agreements concluded for the Palais Wilson and the Motta building. Furthermore,
management referred to the needed swing space capacity during the renovation phase
without quantifying the detailed needs.

316. The Board recommends that management update and calculate the
applicable and potential rental income of premises based on current contracts,
data and realistic assumptions, taking into account the number of relocating staff,
appropriate rental cost (using the arm’s length principle) and an updated
funding key for OHCHR.

317. In addition, the Board recommends that the updated rental income and
costs be reported to the General Assembly in a clear and transparent way.

318. Furthermore, the Board recommends that management charge the cost for
maintenance and for safety and security for the new building proportionally to
all potential users in accordance with their individual needs.

319. Management concurred with the recommendations. Management pointed out
that it would continue to report rental income in the context of the strategic heritage
plan, aligned with the amounts estimated and reported in the context of the budget
under income section 2.

320. Regarding Safety and Security, management indicated that a study which was
currently under way would be used to assess the additional security requirements
resulting from the new building and additional staff on the premises. Nevertheless,
the exact requirements and how they would be proportionately applied to future
tenants was still to be determined. Regarding standard maintenance costs such as
utilities and cleaning, management stated that it was envisaged that those charges
would be part of the lease agreements.

Valorization of United Nations-owned land

321. Inits resolution 69/262, the General Assembly requested the Secretary-General
“to continue to explore all possible alternative funding mechanisms in order to reduce
the overall assessment on Member States and to report on concrete steps taken in this
regard”.

322. The Secretary-General referred to one such funding mechanism in paragraph 98
of his 2014 report on the strategic heritage plan (A/69/417 and A/69/417/Corr.1): the
sale or lease of certain parcels of land owned by the United Nations in Geneva.
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323. In the third progress annual report on the strategic heritage plan, the Secretary -
General reported in detail on the valorization potential of the parcels of United
Nations-owned land at Geneva (see A/71/403 and A/71/403/Corr.1, paras. 93—-119). A
comprehensive independent valorization study was undertaken by a real estate
company. A total valorization potential for 105,798 m? of United Nations land was
identified. The identified parcels include:

(a) Parcel 434: Club international de tennis and Fondation de 1’Ecole
internationale de Genéve (17,698 m?);

(b) Parcel 435: Villa La Fenétre and its annexes (68,660 m?);
(c) Parcel 2009: United Nations training centre and protected barns (55,598 m?);
(d) Parcels 2005, 2079 and 2080: Villa and Parc des Feuillantines (17,421 m?).

324. Parcels identified as having no realistic valorization potential included Parcel
2100 (United Nations port) (4,428 m? identified). The third progress report stated that
the “parcel is located in the ‘green zone’, which is preserved for recreation use only”
and that construction was prohibited.

325. In the fourth progress report on the strategic heritage plan (A/72/521), only the
parcels that were considered as having valorization potential were mentioned.
Therefore, there were no further considerations on parcel 2100 (United Nations port).

326. In 2013, management had already required a consultant to draw up an inventory
of the real estate property of the United Nations in Geneva and to evaluate and
estimate the market value of United Nations-owned parcels. The consultant identified
an estimated market value of between CHF 2.40 million and CHF 2.60 million for the
United Nations port parcel. In a comprehensive analysis of the valorization potential
of United Nations land plots in Geneva performed by another consultant in 2016, the
value of United Nations port was estimated to be CHF 2.40 million. Nevertheless, the
estimated value was not taken into account in the reports to the General Assembly.

327. Inthe view of the Board, the United Nations port parcel has a high market value.
Moreover, the Board assumes that its market value might have been increased since
the most recent estimation in 2013 or 2014 because of general market developments.
Furthermore, the Board cannot see any reason why management stated a limited
commercial potential for this parcel even though the value of the parcel had been
estimated to be CHF 2.4 or CHF 2.6 million by two independent consultants.
Furthermore, the Board found no evidence of the related earnings and cost. The
current earnings and cost also have an influence on the valuation of this parcel, and
should be properly recorded.

328. Management stated that there was no further development potential for parcel
2100 owing to its location in a green zone on which construction was prohibited
unless it served the public interest. Therefore, the plot realistically could be sold only
to a public authority for leisure use.

329. Moreover, management pointed out that it could take up to 10 years to open the
site for residential or commercial development. In that case, the value could increase
by up to CHF 5.8 million. The estimated 10-year period was beyond the horizon of
the strategic heritage plan project. Therefore, management had focused on other plots
identified as having more realistic valorization potential.

330. One of the parcels owned by the United Nations Office at Geneva with realistic
valorization potential is parcel 434, with an area of approximately 17,698 m?2. The
largest part of it, with approximately 13,908 m?, is currently leased to the Club
international de tennis, and an area of 3,790 m? is leased to the Fondation de 1’Ecole
internationale de Genéve.
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331. In the supplementary financial information for the Advisory Committee on
Administrative and Budgetary Questions from 2017, it is stated that an independent
real estate consultant estimated a potential income of CHF 40 million to
CHF 50 million from long-term leases of the parcel used by the Club international de
tennis; for the area used by the Fondation de 1’Ecole internationale de Genéve, a
potential income of up to CHF 5 million was estimated.

() The original lease contract with the Club international de tennis (from
2005), with an annual rent of CHF 6,335, expired at the end of 2015 (amendment
dated 8 May 2012). An extension with an annual rent of CHF 15,000 was agreed
informally at the end of 2015. On 22 December 2017, management and the Club
international de tennis agreed on a second lease amendment regarding the use of the
parcel by the Club until 31 December 2020, with an opportunity for earlier
termination (six months earlier). For the contracted period (2018—2020), the Club
international de tennis shall pay CHF 15,000 per annum;

(b) The neighbouring parcel 435, with a total area of 86,623 m?, is divided
into three areas. Area 1, with 7,782 m?, is currently used by the Fondation de I’Ecole
internationale de Genéve. Together with the 3,790 m? of parcel 434, management
leased a total area of 11,572 m? to the Fondation. In 2015, management concluded a
new rental agreement with the Fondation that increased the rent from CHF 5,000
(CHFO0.43 per m?) to CHF 75,000 for 2016 and 2017, with the possibility of two one-
year extensions at the annual rate of CHF 100,000 (CHFS8.64 per m?). Area 2, with
7,315 m?, and area 3, with 45,585 m?, are leased to non-Secretariat United Nations
entities (Villa La Fenétre and parkland) on a short-term basis.

332. Parcel 434 and areas 1 and 2 of parcel 435, which in total represent 32,795 m?,
are located in a zone for high density residential development by international
organizations and have a very high valorization potential.

333. In a report on the estimation of the value of United Nations-owned land from
June 2014, a contracted consultant (Colliers International) had recommended a
realistic annual rent of up to CHF 252,000 (based on a total value of CHF 6.3 million)
for the land used by the Fondation de 1’Ecole internationale de Genéve (7,782 m?).
For the land used by the Club international de tennis, the consultant estimated a
realistic annual rent of up to CHF 528,000 (based on a total value of
CHF 13.2 million).

334. The Board noted that the current lease agreements with the Club international
de tennis and the Fondation de 1’Ecole internationale de Genéve might not be based
on realistic valuations and assumptions and that therefore the rental income might be
too low.

335. Management highlighted that the valorization work for parcels 434 and 435
were the elements that would boost the potential value of those plots considerably to
the levels indicated. That work included realigning legal boundaries, reregistering
them and then making a case for rezoning the use of the revised legal plots. It was the
most promising path for realizing the greatest valorization income for those plots,
which was estimated to take up to two or three years. In the meantime, management
continued to grant short-term lease extensions so as to receive at least some income
during that time.

336. Management further stated that all lease contracts concluded by the United
Nations Office at Geneva contained the right to terminate the agreements with
reasonable cause.

337. A contracted consultant identified a theoretical land value of between
CHF 1,000 and CHF 1,807 per m? for parcels 434 and 435 according to its
management summary as at June 2016. Furthermore, the consultant estimated that the
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valorization potential regarding the areas used by the Club international de tennis and
the Fondation de I’Ecole internationale de Genéve could already be realized in 2017
(up to CHF 72.747 million).

338. Management stated that the figures quoted from the consultant were related to
the outright sales value based upon the immediate sale at market value of both of the
plots by 2017. This was deemed neither in the best interest of the organization nor
realistic.

339. Moreover, management highlighted that the use of that land had been further
restricted by the General Assembly to “long-term community-oriented leasing
arrangements” (see resolution 71/272 A, sect. XVIII, para. 23).

340. The Board noted that, although management already knew in 2014 about the
valorization potential and the realistic local lease conditions, it did not develop a
timely strategy to achieve a higher rental income or sale at market value.

341. Regarding parcel 2009, the United Nations training centre, the Board noted that
there had been no planning regarding the potential use by the United Nations.
Management should verify the options for renovation or demolition of the buildings
and for a possible replacement, taking into account further training needs.

342. Regarding parcel 435 (Villa La Fenétre), the Board noted that there was no
planning regarding the required renovation and the upcoming cost. This would have
a direct impact on future lease or renting opportunities.

343. The Board noted that the strategic approach for valorizing United Nations-
owned land in Geneva which was not fully utilized by the United Nations as best as
possible and in a defined period of time needed to be improved. The Board also noted
that a team that was experienced in valorization was lacking. In that context, the
Board did not understand why a team experienced in legal and real estate affairs had
not been set up right from the beginning of the project.

344. The Board recommends that management develop a detailed valorization
strategy for all parcels with valorization potential.

345. The Board recommends that management consider establishing an
experienced internal team responsible for the valorization of United Nations-
owned land in Geneva.

346. The Board recommends that management verify the legal assessments and
the earnings and cost regarding parcel 2100 (United Nations port), estimate a
realistic value of the parcel and report the reviewed valuation, the proposals for
the future use of the United Nations port and the possible income to the General
Assembly.

347. In addition, the Board recommends that management record the costs and
earnings regarding valorization and report these to the General Assembly.

348. Finally, the Board recommends that management plan the upcoming
valorization steps with a realistic timeline, scheduled cost and expected income.

349. Management concurred with the recommendations. Management highlighted
that the lack of dedicated resources in that regard would limit progress on the
initiative. Since the General Assembly, in its resolution 71/272 A, had not approved
the provision of the requested additional resources and given the lack of internal
capacity to carry out such a function, management had launched the recruitment of
external consultancy services.

350. Management stated that, given that the General Assembly, in its resolution
72/262 A, had decided that all income from the rental or valorization of land owned
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by the Organization in Geneva would be reflected under income section 2, General
income, of the proposed programme budget for the biennium 2018-2019, none of the
proceeds of valorization would reduce assessments on Member State for the strategic
heritage plan project costs.
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Annex I
Project schedules of October 2017 and of September 2015

| 2018 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 |

Phase 1 - New building H construction

Detailed desizn and procurement ld
Phase 1
Enabling works (site preparation
and excavation)
Phase 1
. Phase 1 including enabling works
Construction
Phase 1

Phase 2.1 - Renovation of 19305 historic

buildings and
phase 2.2 - Renovation and dismantling of
1970s building E
Detailed/ technical design and
procurement

Phase 2.1 Phase 2.2
Construction Phase 2 (2.1 and 2.2)

Phase 2.1 Phase 2.2

- Schedule of September 2013 Schedule of October 2017

Phase 1 - New building H construction
Enabling works (site preparation and excavation)
Construction

Phase 2.1 - Renovation of 1930's historic buildings

Renovation building A (conference)

Renovation building B

Renovation building C (offices and conference)

Renovation building D (offices)

Renovation building 8 (offices)

Phase 2.2 - Renovation and dismantling of 1970s building E

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

Source: Board analysis of the second and fourth progress reports of the Secretary-General on the strategic heritage plan (A/70/394 and A/70/394/Corr.1 and A/72/521,
respectively).

Note: The schedule for the strategic heritage plan project contained in the second annual progress report of the Secretary -General was approved by General Assembly in its
resolution 70/248 A.
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Annex 11
Status of implementation of previous recommendations
Status after verification
Management comments on the
Paragraph audit report (4/72/5 (Vol. 1) and Under Overtaken  Not
No.  Audit report year reference  Recommendations of the Board A/72/5 (Vol. 1)/Corr.1, April 2018 Board’s assessment Implemented  implementation by events implemented
1. 2016 379 The Board recommends that ~ Management considers this The recommendation is X
A/72/5 (Vol. I) the Administration adjust the recommendation considered to be
and A/72/5 governance structure to implemented. The strategic implemented.
(Vol. I)/Corr.1, preclude any risk of conflicts heritage plan project manual  The Director of
chap. II of interest. In particular, the  has been revised to show Administration no longer
role of the Director of that the Director of acts as project director.
Administration as senior user ~Administration fulfils the The project executive
must be segregated from the  role of project executive and  gerves as the interface
duties of project executive that the role of senior useris  petween the project owner
and from the duties of the now being jointly and the project director.
strategic heritage plan undertaken by the Director The role of senior user is
project director. of the Division of segregated from the
Conference Management project executive in
and the Chief of Central persona.
Support Services at the
United Nations Office at
Geneva, thus segregating the
duties. Management considers
this recommendation closed
(subject to the final approval
of the strategic heritage plan
project manual by the
project executive and the
project owner)
2. 2016 383 The Board recommends that ~ Management considers this The recommendation has X
A/72/5 (Vol. 1) the project owner put in recommendation been implemented.
and A/72/5 place both independent and implemented. The risk Integrated and
(Vol. I)/Corr.1, integrated risk management,  management firm’s contract  jpndependent risk
chap. II as separate functions, and has been amended to reflect  management are

revise and specify the liaison
of the two different risk
management functions in the
strategic heritage plan
programme manual.

the two distinct roles, which
are being carried out by
different people. The
strategic heritage plan
project manual has been
revised accordingly.

segregated by amendment
no. 7 to the contract with
the risk management firm.
The separate functions of
risk management are also
described in the
programme manual.
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Management comments on the

Status after verification

Paragraph audit report (4/72/5 (Vol. 1) and Under Overtaken  Not
No.  Audit report year reference  Recommendations of the Board A/72/5 (Vol. 1)/Corr.1, April 2018 Board’s assessment Implemented  implementation by events implemented
3. 2016 387 The Board recommends that ~ Management extends the The Board acknowledges X
A/72/5 (Vol. 1) the project owner seek a contracts of the strategic the extensions of the
and A/72/5 framework for staff heritage plan staff, when contracts.
(Vol. I)/Corr.1, continuity within the they are due for renewal, 0 Nevertheless, the strategic
chap. II strategic heritage plan the maximum extent allowed  heritage plan monthly

project.

within the existing overall
staffing rules and
regulations. This practice is
consistent with that of the
rest of Division of
Administration of the United
Nations Office at Geneva.

report of December 2017
states that 6 out of 12
staff contracts will end in
2018. Four out of these
six staff are in crucial
positions, e.g. Chief of
Design and Construction.
The leading project
manager architect/space
planner resigned from the
project in early 2018.

Staff turnover may impair
the continuity and success
of the project. The Board
holds that staff continuity
is of high significance. A
lack of staff continuity
cannot be completely
counterbalanced by
continuity in consultants
and contractors.
Therefore, the Board
recommends seeking a
framework for staff
continuity not only within
the strategic heritage plan
project but also within
other major construction
projects.
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Management comments on the

Status after verification

Paragraph audit report (4/72/5 (Vol. 1) and Under Overtaken  Not
No.  Audit report year reference  Recommendations of the Board A/72/5 (Vol. 1)/Corr.1, April 2018 Board’s assessment Implemented  implementation by events implemented
4. 2016 391 The Board recommends that: ~ With regard to The strategic heritage X
A/72/5 (Vol. 1) (a) the strategic heritage plan recommendation (a), the plan team last revised the
and A/72/5 team finalize the parts of the  strategic heritage plan programme manual in
(Vol. I)/Corr.1, programme manual related to  project manual has been October 2017, including
chap. II the construction phase; and finalized and has been with regard to updated
(b) the project owner operationalized and is being  formalities related to the
approve and implement the implemented by the strategic construction phase. The
programme manual. heritage plan team. strategic heritage plan
Regarding recommendation  project team acts in line
(b), the final approval of the  with the manual,
strategic heritage plan however, the manual has
project manual by the not yet been approved.
project executive and the
project owner is pending.
S. 2016 397 The Board recommends that, Management considers this The Board acknowledges X
A/72/5 (Vol. I) with regard to future recommendation that a full review of
and A/72/5 strategic heritage plan implemented for the new contract clauses and
(Vol. )/Corr.1, solicitations, the United building tender process. evaluation criteria will be
chap. II Nations Office at Geneva Based on the lessons learned  held. The Board will

review as to whether impacts
of acceptance and
non-acceptance of
substantial contract clauses
are appropriately reflected in
the evaluation methodology
and criteria. For this reason,
the Office may consider:

(a) Explicitly widening the
scope of the risk mitigation
evaluation with regard to
potential impacts of
non-acceptance of the draft
contract; or

(b) Identifying such
crucial contract clauses that
are of particular importance
for the United Nations and
incorporating them into the
list of pass/fail criteria; or

from the new building
tender, a revised process is
currently being prepared for
the forthcoming request for
proposals process related to
the renovation contract.

monitor the outcome of
this process.
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Management comments on the

Status after verification

Paragraph audit report (4/72/5 (Vol. 1) and Under Overtaken  Not
No.  Audit report year reference  Recommendations of the Board A/72/5 (Vol. 1)/Corr.1, April 2018 Board’s assessment Implemented  implementation by events implemented
(c) Defining acceptance of
the entire draft contract as a
pass/fail criterion (possibly
combined with a mitigation
of contract clauses whose
acceptance by bidders seems
to be rather unlikely).
6. 2016 402 The Board recommends that, Management considers this The Office reviewed the X
A/72/5 (Vol. I) involving local lawyers and recommendation warranty regime as set
and A/72/5 considering all potential implemented. Based on the forth in the initial draft
(Vol. I)/Corr.1, negative impacts, the Office  lessons learned from the contract and developed a
chap. 11 review as to whether new building tender, a comprehensive warranty
amendments/clarifications on  specific, clear and regime in a designated
the warranty regime as set unambiguous warranty paragraph of the revised
forth in the contract section will also be prepared contract.
(including the conditions and  for the request for proposals
the specifications) are process related to the first
deemed necessary and renovation contract and will
feasible. If so, the Office be included as part of the
may wish to consider tendering documents and
developing a clear and contract.
comprehensive warranty
regime in a designated
paragraph of the contract
conditions or in a separate
document.
7. 2016 403 The Board furthermore Management considers this The recommendation is X
A/72/5 (Vol. 1) recommends that the Office recommendation as considered to be
and A/72/5 review as to whether implemented. implemented.
(Vol. I)/Corr.1, amendments or clarifications The Office reviewed the
chap. II are deemed necessary on draft contract for the new

whether and to what extent
further stipulations of SIA
118 and SIA 118/380 (on
payment, claims etc.) are to

apply.

permanent building (see
recommendation no. 6).
The draft contract clearly
stipulates which contract
documents are to have
priority in the event of
discrepancies.
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Management comments on the

Status after verification

Paragraph audit report (4/72/5 (Vol. 1) and Under Overtaken  Not
No.  Audit report year reference  Recommendations of the Board A/72/5 (Vol. 1)/Corr.1, April 2018 Board’s assessment Implemented  implementation by events implemented
8. 2016 404 Concerning future contract The United Nations Office The Board acknowledges X
A/72/5 (Vol. 1) drafting, the Board at Geneva has implemented that the contract terms
and A/72/5 recommends that the Office this in all subsequent and specifications are
(Vol. I)/Corr.1, ensure that general contract contracts and has begun the  being aligned. The Board
chap. I1 terms and specifications are process of aligning the intends to monitor the
aligned more closely. contract terms and outcome of this process.
specifications related to the
forthcoming renovation
contract, together with the
relevant parties, including
the Office of Legal Affairs
and the local law firm.
9. 2016 411 The Board considers the As this recommendation The recommendation is X
A/72/5 (Vol. 1) schedule for the enabling related to the procurement considered to be
and A/72/5 work package and the process for the new building, implemented.
(Vol. I)/Corr.1, construction work .for' the management considers it At the request of bidders,
chap. II new perm.a.nent building as 1mplemented,vThe new the Office postponed the
very ambitious and permanent building contract .4 o Ll e dline
recorpn}ends. that the . was signed two days ahead by three weeks.
Adrmmstrapon take effective of schedqle on 4 September Nevertheless, the Office
actions during the 2017. This was achlc.:ved managed to enter into the
procurement process .for the th.r(?ugh. succegsful I‘lSk. contract in line with the
new permanent building, mltlgatlon actlon.s, which revised schedule by
because any further delay included recovering three accelerating the
will jeopardize meeting the weeks of delays in the tender .
. . evaluation phase.
envisaged start date of the process. Construction work
construction. Nonetheless, on the new building is
accuracy and rigorous proceeding, although delays
leadership of actions must be  were incurred, with the
ensured because weaknesses  contractor failing to start the
in that regard may cause work on time. Unexpected
further delays. ground conditions have also
meant that extra work has
been required, for which an
extension of time has been
agreed and the completion
date has been revised to
13 January 2020.
Total 9 5 4 0 0
Percentage 100 56 44 0 0
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Annex II1

Comparison of schedules for work at the historic buildings and building E

| 2019 | 2020 | 2021 | 2022 | 2023

Schedule Dec 2016 | | | | |
Buiding A s vz ]

Building B1 Oct 18-Dec 18

Building C Mar 20 - Sep 21

Building D Mar 20 - Jul 21

Building § Mar 20 - Sep 21

Building B2 Sep 21 -Dec 22

Buildings A, B, C, D, $ total Jul18 Dec22

Building E2
Building E1
Building E total

Oct 21 - Sep 22
Oct21 - Jul 23

[0ct21 3wt 23 [T T T T

Schedule Jul 2017

Building A

Building B1

Building C

Building D

Building §

Building B2

Buildings A, B, C, D, § total
Building E2

Building E1

Building E total

Ang 18 - May 21
Nov 18 - Jan 20
Feb 20 - Aug 21

Feb 20 - Jun 21
Feb 20 - Aug 21

Aug 21 -Nov 22
-Ang 18 - Nov 22 [T T

Aung 21 - Jul 22
Sep 21 - Sep 23

|4th Progress report

Buildings A, B, C, D, § total

or 18 - Aug 21 [T T T T

Building E total Sep21 -Dec23

Schedule Jan 2018

Building A May 19 - Sep 21

Building B1 Nov21-Oct22
Building C Jul 20 - Ot 21

Building D Feb 20 - Jun 21

Building $ Feb 20 - Oct 21

Building B2 Oct 21 - Dec 12

Buildings A, B, C, D, § total
Building E2

Building E1

Building E total

Source: Board analysis of the strategic heritage plan project team’s project schedules and the Secretary-General’s fourth annual progress report on the strategic heritage plan

(A/72/521).

May 19 - Dec 22

Oct2]1 -Feb23
Nov 21 - Dec 23
Oct 21 - Dec 23

Note: Planned renovation and dismantling work without design and procurement.
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Annex IV

Cost estimates for contractual consultancy services

(Millions of Swiss francs)

150
120
90 -
60 -
30 ———
O |
A/68/372 Al72/521 Board analysis
= consultancy services m obligations on consultancy services
u technical design for buildings B2, C, D and S m technical design for building E

Source: Board analysis of management data; annual progress reports of the Secretary-General A/68/372 and A/72/521.
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