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. 1 NTRODUCTI ON

1. By its resolution 39/236 of 18 Decenber 1984, the General Assenbly approved
the construction of additional conference facilities at the Econom c Conm ssion
for Africa (ECA) at Addis Ababa and a construction project for the expansion of
conference facilities at the Econom ¢ and Social Commi ssion for Asia and the
Paci fic (ESCAP) at Bangkok

2. In accordance with resol ution 39/236, annual progress reports have been
subm tted on both construction projects. As indicated in the previous report of
the Secretary-General (A/C 5/51/37), no further progress reports will be

subm tted on the construction project at Bangkok foll owi ng subm ssion of ful
details on all aspects of the progress and conpletion of the project included in
that progress report. It is anticipated that the cost of the construction
project at ESCAP will be capitalized and recorded shortly under the United
Nations Capital Assets Fund.

3. Consequently, the present report focuses on the progress on the project at
Addi s Ababa since the | ast report of the Secretary-General submitted to the
General Assenbly at its fifty-first session (A/C 5/51/37 and Add.1). In
addition, the present report seeks to respond to Assenbly decision 51/488 of

15 Septenber 1997, in which the Secretary-General was authorized to take all
necessary steps to settle all outstanding clains on the construction of
additional conference facilities at Addis Ababa taking into account the
interests of the Organization and to nake final paynments on the construction
project fromthe construction-in-progress account of ECA; and was requested to
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issue a full report on the construction at Addis Ababa including, inter alia,
rel evant information concerning any internal or external audits conducted wth
regard to the construction project.

Il. STATUS AND PROGRESS REPORT ON THE PROQIECT AT ADDI S ABABA
A.  Overview

4. As originally approved by the General Assenbly in 1984, the construction
proj ect was estinmated to cost $73,501, 000 or 102, 085,000 European currency units
(ECUs) at November 1984 exchange rates. However, as a result of delays
described in previous reports of the Secretary-General to the General Assenbly,
international tendering resulted in a revised estimated total cost for the

proj ect of $107,576,900 or ECU 78,523,400 at Novenber 1990 exchange rates. The
final figure was further increased as reported by the Secretary-General in his
previ ous progress reports to the CGeneral Assenbly (A/C 5/51/37 and Add. 1),
havi ng taken into consideration the agreed settlenment with the main
(construction) contractor of the project, and the addition of an all owance for
potential clainms arising fromthe tel ephone systemcontract. The estinmated
final cost of the project would ambunt to $115, 228,494 (at the May 1997 exchange
rate), subject to variations resulting fromexchange rate fluctuations in
converting United States dollars to ECU (or other currenci es based on invoices
received fromthe architect) at the tinme of paynment. This would be an increase
of $7,651,594 (at the May 1997 rate) over the amount of $107,576,900 approved by
the General Assenbly for the project. As at 30 Septenber 1997, total

di sbursenents anounted to $103, 432, 770.

5. Substantial conpletion of the new facilities was achieved on 21 April 1996
and handover on 22 April 1996; since then a defects liability period has been in
effect.

6. The new United Nations conference centre at Addis Ababa is considered to be
one of the premier facilities in the region and since the date of handover on

22 April 1996 has been designated as the venue for a nunmber of mmjor conferences
and smaller nmeetings. A total of 13 conferences and neetings were held in 1996

and a total of 86 neetings in the first nine and a half nonths of 1997. A

sel ection of these nmeetings is attached as annex | to the present report.

7. As regards the final total agreed settlenment with the main (construction)
contractor, which amunts to $94.3 mllion (ECU 77.2 mllion at My 1997 rates),
an amount of $83,614,577 (ECU 67,783, 072) had al ready been paid during the
course of the construction project. The unpaid bal ance of the agreed settl enent
was subsequently paid in tw tranches: the first in May and the second in

Sept enber 1997, excludi ng, however, the anopunts of $284,000 (ECU 250,000) and a
retention bond of ECU 1.25 million which have been withheld pending conpl etion
of nmaki ng good certain renaini ng defects.

8. The main (construction) contract is to be deened conpl eted after issuance
of the certificate of conpletion and nmaeki ng good defects. The contractor's
residual obligations thereafter will be those concerning warranties and
guar ant ees of equi pnent, which will be nonitored and adm ni stered by ECA
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9. O her project costs related to supervision (architect/engineer, quantity
surveyor) are in the process of review for paynent. As concerns the contract
for the installation of the tel ephone system this project is in the
acceptability and systemtesting stage until the end of Novenber 1997.

B. Construction activities

1. Contract provisions

10. The construction contract was signed on 22 February 1991 and wor k conmenced
on 29 April 1991 with substantial conpletion scheduled to be achieved within
36 nmonths, i.e., by 29 April 1994.

11. The contract sumwas for ECU 52, 655, 450, based on the first issued set of
bills of quantities. Al lowance for inflation and exchange rate fluctuations, to
be cal cul ated by a contractually defined mechanism was not included in the
contract sum as indicated in the report of the Secretary-General to the Genera
Assenbly at its forty-fifth session (A/C. 5/45/53, paras. 19 and 20), and was
estimated at an additional amount of ECU 9.2 million during the three years of
construction.

12. There were three contract amendments (1 and 2 signed by the contractor on

9 June 1993 and ECA on 2 August 1993, and 3 on 19 April 1994), which increased
the contract sumby ECU 2,375,603. |In addition to this amount, anmendnent 3
provided for a lunp sum paynent of ECU 175,000 as settlenent for the

force majeure claimto be charged to the contingency and not to formpart of the
contract sum The circunstances of the force majeure and the contractor's
clains for conmpensation were described in the report of the Secretary-CGeneral to
the General Assenbly at its forty-seventh session (A/C. 5/47/11, para. 10) and in
the related report of the Advisory Committee on Administrative and Budgetary
Questions.!?

13. In addition, contract anendnent 3 added 334 days to the period for
substantial conpletion of the construction, thereby maki ng the new conpl etion
date 28 March 1995.

2. Construction progress

14. Work on site started at a relatively slow pace and the contractor had only
partially nobilized when a force majeure situation occurred from22 May 1991 to
12 July 1991. This resulted in serious disruption to the nobilization process
and raised related field problens, including insecurity for road transport, port
congestion, fuel shortages, and so forth. As these conditions persisted, the
original 36 nonths' conpletion period, i.e., conpletion by 29 April 1994,
appear ed unatt ai nabl e.

15. In addition, it becane evident to the Organization during the early stages
of construction that the force majeure situation and related factors such as
additional administration and site supervision would increase the contractor's
costs. Further, shortage of skilled |abour, inexperience of staff and
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i nadequat e depl oynent of staff and equi prent by the contractor added to the
difficulties of the project.

16. In order to assess the situation and attenpt to limt delays, United
Nations Headquarters staff menbers visited both the site and the contractor's
head of fice during 1991 and 1992. The United Nations subsequently agreed to an
extension of tine of 334 days for conpletion of the construction project on

28 March 1995 (granted by contract amendnent 3 referred to earlier).

17. During the sanme period, in 1994, additional work and project changes were
requested by ECA, which, inter alia, included electrical, mechanical and specia
system requi renents such as additional and uninterruptible power supply,
bui | di ng aut omated control system and anti-intrusion security. Sone of these
changes were the result of nodified user requirenments, or for greater

operational efficiency, and to take advantage of changes in technol ogy since the
original design was drawn, for exanple innovations in fibre optics.

18. As the cumul ative inpact of these changes becane apparent, the contractor
advi sed the Organization of its inability to neet the revised conpletion date of
28 March 1995 and that substantial conpletion would only be achieved in

January 1996 fol |l owed by handover in April 1996. Detailed clains for extensions
of time were subsequently submitted by the contractor

19. During 1995, visits to the site were undertaken by independent experts who,
in conjunction with the United Nations and the consultants (architect/engineer
and quantity surveyor) for the project, reviewed the contractor's tine del ay
clainms. |In addition, the revised programmes for conpletion of construction as
wel | as procedures for testing and handi ng over were reviewed to ensure

conpl etion by the revised date wi thout further delays.

20. As aresult of additional pressure exercised by the United Nations,
neasures i ntroduced by the contractor to inprove the pace of work succeeded in
the target date for handover being met on 22 April 1996.

3. Liability for naking good defects upon substanti al
conpl eti on and handover

21. The 10-nmonth contractual liability for maki ng good defects commenced on the
dat e of handover and woul d have been conpl eted by 22 February 1997. However,
owi ng to delays in obtaining replacenent material and parts, not all the defects
have been rectified to the satisfaction of the United Nations and the

consul tants. The consultant (architect/engi neer) has, therefore, been unable to
i ssue the certificate of conpletion and maki ng good defects which would signify
the end of the contractor's liability under the contract. Two options are
currently being considered with respect to the outstanding work: (a) the
contractor completes the outstanding work and the consultant issues the
certificate; or (b) the consultant issues a nodified certificate with a list of
itens to be rectified and a third party perforns the repairs with the npney
withheld fromthe contract. The second option is a comnmon practice in the
construction industry as it is not always feasible to conplete or satisfactorily
conplete all itenms according to specifications. There can be various reasons

l...
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for this, i.e. the specified fabric/material is not avail able or the exact
col our of flooring, and so on cannot be attained. |In these situations a val ue

to conplete these itenms is held back fromthe final paynment and a nodified
certificate is issued.

22. However, as indicated in paragraph 8, the contractor would remain
responsi bl e for certain equi pment under warranties and guarantees follow ng the
i ssuance of the certificate of conpletion and nmaki ng good defects, and retain
responsibility for any "provisions that renmain unperformed" in accordance with
clause 44 (5) of the general conditions of the contract.

23. The United Nations continues to hold a retention bond of ECU 1.25 mllion
and ECU 250,000 in paynments to the contractor pending conpletion of the repairs.

C. Contract for the installation of the
t el ecommuni cati ons system

24. Although the contract for the tel ephone installation forns part of the
overal |l project cost, the work was perforned by an i ndependent contractor
supervised directly by the United Nations.

25. The contract with the contractor engaged to install the tel econmunications
system was concl uded on 30 Novenber 1994. It involved the design, manufacture,
supply and installation, integration, testing and inplenmentation (on a turnkey
basi s) of a voice comunications system consisting of a private automatic branch
exchange (PABX), a voice data comunications cabling system equi pment and
software, at an approxi mate cost of $3,252,550 (which included a $250, 000

al | onance for changes). Full systemcut-over was to take place within 52 weeks
of the date of entry into force of the contract and final acceptance wthin

90 days thereafter

26. However, the contractor experienced various difficulties in reaching the
envi saged conpletion date. These included inportation of equipnent, rel eases by
the State Tel ecommuni cations Authority, decay of cabling during retention of
sane in custons areas exposed to climatic conditions and the installation of the
t el econmuni cations systemitself being undertaken in parallel to the

refurbi shment and constructi on works at the ECA conference centre by a
contractor separate fromthe main (construction) contract.

27. Owning to the delays and other conplications associated with the

t el econmuni cations project, a series of high-level neetings were held at the
United Nations Headquarters, both internally and with the contractor to identify
a workabl e solution. Attenpts were made to negotiate an amendrment to the
contract that could facilitate conpletion of the contract, without the | oss by
any of the parties of their rights under the terns of the contract concerning,
inter alia, |iquidated damages, out of scope work and so forth. An engi neer
fromthe Information Technol ogy Services Division (I TSD) of the Secretari at
surveyed the work conpleted to date and I TSD revi ewed t he requirenents,
devel opi ng a reduced scope of work for installation, nmeasured by the number of
outlets installed.
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28. The contract was subsequently amended on 15 and 19 Novenber 1996 in order
inter alia, to revise the scope of work by reducing the nunber of outlets to be
installed from2,649 to 2,252 and to extend the system cut-over to

15 Novenber 1996 and final acceptance to 15 Decenber 1996 for a total revised
cost of $3,002, 550.

29. However, further delays were encountered by the contractor and the project
could not be conpleted in accordance with the anended contract. The contractor
subsequently compl eted the PABX and cabl e network installation by 31 August 1997
and offered the tel ecomuni cations systemfor United Nations acceptance testing.
During acceptance testing, mnor deficiencies were identified for corrective
action by the contractor, to be conpleted on or by 30 Novenber 1997. The system
stability test (availability test) over a consecutive 30-day period is schedul ed
to end by 30 Novenber 1997

30. The full potential of the tel ecomunications system as designed and
installed cannot, however, be utilized as requests by the United Nations to the
host Governnent's Tel ecomruni cations Authority for an increment on the trunk
access capability to their central office, in-dialling facility, internationa
dialling facility, and a netering signal or answered call supervision facility
have not been nmet. However, the Organization continues to pursue this matter
with the authorities.

D. Financial aspects

31. The estimated total project cost anmbunts to $115, 228, 494, of which

$94.3 million or ECU 77.2 mllion relates to the settlenent agreenent with the
mai n contractor detailed in the addendumto the report of the Secretary-GCenera
(A/C.5/51/37/ Add. 1) and di scussed later in the present report. The bal ance
relates to paynents made or expected to be nmade to consultants for design and
supervision, for furnishings and equi pnent (primarily tel ephone installation)
and for United Nations adm nistrative expenses. |In addition, the bal ance

i ncl udes an all owance for a potential claimfromthe contractor for the

t el ephone systemand a claimfor extra works and | oss of tine encountered by the
contractor.

1. Liability and clains for delay in construction

32. By the end of the five-year construction period, invoices and first
statenments of final account by the main contractor were in excess of

ECU 73 million, on which it was estinmated that fluctuations would anmount to
ECU 12 mllion, resulting in a total cost of work of ECU 85 mllion. 1In
addition, the contractor claimed financial conpensation in respect of virtually
all the delays detailed earlier in paragraphs 14 to 20 of the present report.
As first presented, on 18 Novenber 1995, the clai manmounted to approxi mately
ECU 16 million. Later revisions taking into account continuing del ays and
escal ating costs resulted in increasing the claimto approxi mately

ECU 18 million. As a result, the total for construction, fluctuations and

del ays cl ai ned by the main contractor anounted to approximately ECU 103 million
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33. At the sane tine, by the terns of the contract, |iquidated damages coul d be
clainmed by the United Nations for del ays caused by the contractor beyond the
revi sed conpletion date of 28 March 1995.

34. dains by the contractor that it was not responsible for any of the del ays
wer e considered and responded to by the United Nations after review of the
clainms and reports obtained fromthe consultants, assisted by independent
experts.

35. While the United Nations acknow edged that part of the delay from

28 March 1995 to 21 April 1996 coul d have been due to changed requirenments by
ECA, the nain contractor's contention that this was the cause of all of the
del ay was not accepted. Discussions on this question continued through 1995

wi t hout conclusion. As no additional extension of tine was granted, the
question of liability to |iquidated damages becane part of the overall time and
cost clainms. Discussions aimed at arriving at an agreed settlenent with m ni nal
or no additional financial inplications started during the |ast week of

Sept enber 1996 and culmnated in May 1997 with the execution of a settlenent
agreenent .

2. Settlenent agreenent

36. The final total settlement with the nmain contractor anounted to

ECU 77.2 mllion ($94.3 nillion at May 1997 rates). As detailed in the addendum
to the report of the Secretary-General (A/C. 5/51/37/Add.1, para. 6), the

settl enent ampbunt consisted of five separate sunms, each of which is considered
below. All of these suns are denomi nated in ECUs, the currency of the contract.

(a) Value of work

37. The settlement agreenent included ECU 64.7 mllion for the value of the
wor ks before the addition for fluctuations. This sumcontrasts with the
contractor's evaluation and first statenment of final account of nore than
ECU 73 mllion

38. The contract sum contained a nunber of provisional sum all owances for work
that had not been designed fully in the tinme allowed in the project tinetable.
During construction, those provisionally costed works were designed, measured
and costed at bid rates for adjustment in the final account. Simlarly, the
final account was adjusted for differences between neasured as-built quantities
and quantities in the bid docunents.

39. Variations in designs and specifications were additionally ordered by the
United Nations to inprove the facilities, to reduce nmai ntenance costs, to allow
for changed user requirenents and for advances in technology. The final account
was subject to adjustnent for these variations.

40. The contractor's nonthly paynent invoices subnmtted to the United Nations
concluded with the statement of final account required by the contract and

i ssued in several versions during July and August 1996. All submni ssions were
subj ect to detailed and extensive review and verification by the United Nations

l...
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and the consultants. The checks concerned conpliance with the contract of al
items clained for paynent as well as verification of all measurenents,
quantities and rates included by the contractor

41. This checking procedure was difficult and tine consunming and, in order to
ensure no overpaynent to the contractor, the consultants certified paynents to a
ceiling of ECU 62 million only, pending conpletion of the verification process.
In addition to the retention of funds for the possible inmposition of |iquidated
damages, the United Nations del ayed paynent on the final three certificates for
paynent issued during the closing nonths of construction.

42. In Septenber 1996, although the quantity surveyor's verification of the
contractor's subm ssions had not been fully conpleted, fromthe partial checks
carried out it was evident that an approved final account for the val ue of works
woul d be between ECU 62 and 66 m | lion.

43. Cost appraisals by the quantity surveyor indicated that the adjustnments for
the final account would result in the follow ng estimated aggregated extras to
the revised contract sum of ECU 54,981,053 (in accordance with amendnments
referred in paragraph 11) for

(a) General contractor's work: ECU 3.9-6.2 mllion;
(b) Electrical and special systens installations: ECU 2.4-3.7 mllion
(c) Mechanical works: ECU0.7-1.1 million

44, On the basis of these estinmates, the checked and approved final account
woul d be between ECU 7 and 11 million | ess than the contractor's statenent of
final account. However, the contractor indicated that an inposed final account
at the lower end of the estimate range would | ead to major contractual disputes.

45. Main issues between the consultants and the contractor which precluded
agreenment of the final account at that tinme included: the consultants'

eval uations based on their own interpretation of several mmjor contractua

di f ferences, which the contractor woul d not accept; regression calculations and
exchange rate adjustments necessary to reduce the cost base for newitens to the
contract cost base; additional cost of enhanced specifications provided by the
contractor was not acceptable to the consultants in the absence of prior
notification and approval; failure of the contractor to analyse original bid
rates in detail, leading to difficulties in establishing profit margins and
other mark-ups; failure to agree on extra costs for itenms originally offered by
the contractor as "no extra cost" alternatives to itenms originally specified;
failure to agree on rates for newitenms and inability of the contractor to
accept the consultants' independent eval uations.

46. Most of these disagreenents seened i nsurnountable at the time and it was
anticipated that the consultants' evaluation of the final account could be
issued unilaterally only after extensive and tinme-consum ng renmeasuring of al
itens submtted by the contractor. The contractor woul d then have the choice of
ei ther accepting the consultants' evaluation or of disputing it through
contractual procedures, possibly leading to protracted and costly arbitration

l...
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(b) Fluctuations

47. The suns payable for the cost of inflation and exchange rate adjustnents
between the United States dollar, ECU and Ethiopian birr were cal cul ated for
each nmonthly paynment to the contractor

48. Estimates for fluctuations established in 1990 had been for a total
increase of ECU 9.2 million. Despite the extended construction period, costs
associated with inflation and exchange rate variati ons were noderate over that
period. The consultant's final forecasts were for costs between ECU 9.3 and
10.3 mllion. It was not possible to finalize the total as the cal culation
depended on both final construction costs and the revised contractual date for
conpl etion, neither of which were available prior to the settlenent. The fina
settl enent agreenent included ECU 10.3 million for fluctuations.

(c) Contractor's financial claim

49. Warnings of delays and additional costs, allegedly caused by the United
Nati ons, were given by the contractor from Septenber 1994 onwards, with a formnal
notice of intention to apply for both extension of tinme and the resultant
additional costs issued on 16 Decenber 1994.

50. During 1995 protracted di scussions on these issues between the United

Nati ons, the consultants, a team of independent experts and the contractor were
i nconclusive. The contractor finally submtted a claimfor financial
conpensati on ambunting to nore than ECU 18 million

51. Followi ng | engthy discussions and a detailed review of the clains of the
contractor, it appeared that an offer in full and final settlenment of the
financial claimwould be appropriate and in the best interests of the

Organi zation. In order to arrive at this anount, consideration was given not
only to the justification and validity of the contractor's clains as reviewed by
the consultant (quantity surveyor), but also to the significant financial
exposure for the Organization should the case proceed to arbitration.

52. Despite considerabl e negotiation between the parties it was apparent that
no figure for the claimwuld be accepted by the contractor unless it forned
part of an overall settlenent.

53. The final settlenment agreenent included ECU 2.2 mllion for these financial
cl ai ms, which took into consideration the recommendati on made by the quantity
surveyor for services provided by the contractor that were deened reasonabl e and
for which the United Nations received value, as well as adm nistrative costs
fromdel ays entitling the contractor to further extension of tine.

(d) Variations, financial charges

54. Excluded fromthe quantity surveyor's estimated ECU 62-66 mllion fina
account referred to in paragraph 42 were the costs of sonme acoustical and sound
i nsul ati on works whi ch had been carried out by the contractor, although not
originally included in the contract. These related mainly to additiona
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insulation of walls, floors and ceilings in the nmechani cal roons which further
guaranteed the acoustic properties of the conference areas.

55. Additionally, the continued delays in naking several paynments during the
final stages of the construction to avoid overpaynment to the contractor, and in
anticipation of the inposition of |iquidated danages, resulted in the contractor
incurring financial expenses. The liability of the United Nations in these
respects was not clear. However, it appeared likely that an arbitrator could
determine in part against the United Nations and these costs would be payable to
the contractor. Having considered these points, the settlenent agreenent
included ECU 2 nmillion as a fair and equitabl e assessnent of the costs.

(e) Liquidated damages

56. Although no official extensions of time for final conpletion were granted
beyond the date of 28 March 1995, it was clear that not all of the delay was
attributable to the United Nations but that the contractor was simlarly |iable.
Despite extensive review of the contractor's subm ssions, no decisions could be

reached as to the del ays caused by each party. |1f, as requested by the
contractor, a revised conpletion date of 13 January 1996 had been granted, the
actual 99 days' delay for non-conpletion, i.e. the period from 13 January to

21 April 1996, would have resulted in the contractor being liable to |iquidated
damages in the approxi mate anount of ECU 2 million

57. Consequently, the settlenment agreenent included a deduction of
ECU 2 mllion for |iquidated damages caused by delays attributable solely to the
contractor.

[11. AUDI TS CONDUCTED

58. As requested by the General Assenbly in its decision 51/488 of

15 Septenber 1997, the Secretary-General has sought the views of the Board of
Auditors and the O fice of Internal Oversight Services (OCS) regarding its
audits of the construction of the conference centre at Addis Ababa. The views
of both the Board and O OS are sunmari zed her eunder

59. Recent audits conducted by the Board of Auditors for the bienniuns

1994- 1995 and 1996- 1997 which referred to the construction at Addis Ababa

i ncl uded consideration of, inter alia, deficiencies in the selection procedure
for the main contractor and quantity surveyor, deficiencies in the planning and
design of the project, and the delay of over one year in conpletion of the
centre resulting in a cost overrun of 30 per cent, part of which was attributed
to the i nexperience of the contractor, his failure to depl oy adequate staff and
variations to the terns and specification of the original contract. The
auditors noted that the delays in conpleting the project also led to additiona
expendi ture on supervision to conpensate for additional technical support it had
to provide in view of the failings of the main contractor

60. Concerning the selection of the main contractor, the auditors noted that
the | owest bidder for the contract had been rejected on the grounds that he had
m sinterpreted the bid docunents and this had led to the selection of a
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contractor $1.15 million costlier. The auditors considered there was a case for
pursuing the matter or negotiating with the next higher bidder. The Board
consequently recomended that criteria for pre-qualification of contractors
shoul d be established before selecting firns for issue of requests for proposa
and that contractors who do not neet the established criteria should not be
invited to participate in tenders. In addition, the audit had concl uded that
the selection of the quantity surveyor for the project could not be taken as
based on conpetitive offers. Even though 67 expressions of interest from
various contracting firnms were received, of the five firnms shortlisted for issue
of requests for proposal, four were elimnated for technical or other reasons.

61. As concerns variations, the auditors considered that m dstream

nodi fications resulting fromdeficiencies in planning and design had led to
del ays in construction and represented avoi dable additions to the cost of the
conference centre

62. During the sane period, simlar audits of the construction facility at ECA
were conducted by the O OS. These included a reviewin the field as part of the
overall audit of ECA, at United Nations Headquarters as part of the audit of
general procurenent managenent and the third focusing on the managenent and
operation of the conference facility followi ng conpletion of the construction

63. The nost recent audit findings as they related to the ECA construction
project were addressed as part of an audit of procurenent nmanagenent conducted
bet ween February and October 1995. |In this case, internal control over the
admi ni stration of a nunmber of contracts at ECA was revi ewed, including the
contract for architectural and engi neering services for the construction of the
ECA conference centre. Shortcomi ngs noted included the raising of the contract
amount for architectural and engineering services by $2.4 mllion wthout the
required prior clearance of the Headquarters Committee on Contracts; the

ex post facto establishnent of certain rates for overhead expenses and sal aries
of the site field staff, involving the retroactive paynment of $412,000 to the
contractor; the need for the involvenent of the Procurenent Division in vendor
negoti ati ons and contract amendnents; delays in the conpletion of the
construction works, resulting in additional costs to the O ganization of

ECU 26,267 a nonth for the above services, and the non-application of a
contractual provision under which the contractor was to pay a penalty of

ECU 20, 000 for each nmonth's construction del ay.

64. It should be noted that the Adm nistration's coments and clarifications on
the views of the Board of Auditors and O OS outlined in this section are
contained in the responses to managenent letters and internal audit covering

t hese i ssues.

V. CONCLUSI ON

65. As reported to the General Assenbly at its fifty-first session, despite the
nunmer ous del ays and difficulties encountered during inplenentation of the
project at Addis Ababa, substantial conpletion of the new conference facilities
occurred on 21 April 1996 with handover of the prem ses on 22 April 1996
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66. As indicated in the addendumto the report of the Secretary-Cenera

(A/C. 5/51/37/ Add. 1), estimated total project cost renmains at $115, 228, 494
pendi ng final paynments of all outstanding and anticipated clainms and currency
fluctuations at tine of payment.

67. The construction progress of this project has been closely nonitored on a

continuing basis by the United Nations since its inception, including nunerous

m ssions from Headquarters, as described in annex Il. Additionally, since 1992
to date, extensive audits of this project have been conducted, as described in

section |1l above.

68. In accordance with General Assenbly resolution 39/236, progress reports
will continue to be submitted to the General Assenbly until all aspects of the
construction project at Addis Ababa, including the installation of the new

t el ephone system are conpleted. As at the end of Cctober 1997, the certificate
of conpl etion and maki ng good defects in the construction has not been issued,
pending rectification of defects raised by the United Nations and brought to the
attention of the main contractor. Further, acceptance and stability testing of
t he tel econmuni cations system are proceedi ng.

Not es

1 Oficial Records of the General Assenbly, Forty-seventh Session,
Suppl enment No. 7 (A/47/7 and Add. 1-17), document A 47/7/Add.2, paras. 2 and 3.
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ANNEX |

Selection of neetings held at Addis Ababa

17th neeting of the Technical Preparatory Conmittee of the
Wol e

17th neeting of the Technical Preparatory Conmttee of the
VWhol e and the thirty-first session of the Commi ssion and
22nd meeting of the Conference of Mnisters

United Nations Educational, Scientific and Cul tural
Organi zati on, d obal strategy neeting

d obal Coalition for Africa Consultative Conference
Ad hoc Group Meeting on Resources for Increased Production
and UWilization of Non-Conventional Food Resources as a

Source of Food in Africa

Organi zation of African Unity (OAU), neeting on devel oping
negoti ati on and nedi ati on skill

Ninth United Nations Cartographic Conference for Africa
International Council on the Managenent of Popul ation
Programes, 14th International Sem nar on nmanagi ng quality

reproductive health programes

Associ ation of African Universities, Pan-African Synposium
"Probl ematic of an African Phil osophy Twenty Years Later"

Cabi net Ofice of the Executive Secretary (COES), Meeting of

t he Executive Secretary with African anbassadors and
pl eni potentiaries at Addi s Ababa

Meeting on enhancenent of the capacity of indigenous
non- gover nnent al organi zati ons (NGGs) in Ethiopia

Third African Wrkshop on Human Ri ghts Educati on
Expert Consultation on Operationalizing Programes
QAU O fice of the United Nations H gh Comm ssioner for

Ref ugees, Semi nar on Mbilizing Resources and Public
Awar eness for Refugees in Africa
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Mar ch

Apri |

May

June

July

Wor | d Bank/ Uni versity of Addis Ababa, African Virtual
Uni versity - Inaugural training workshop

M nistry of Water Resources, Nile in 2002
CCES, Special initiative on Africa, working neeting

Et hi opi an Governnent Wonen's Affairs, International Wnen's
Day

Enbassy of France, on the occasion of the centenary
cel ebration of the Enbassy of France, "La Dictée"

Econom ¢ and Social Policy Division (ESPD), sixth session of
the Conference of African Mnisters of Finance: Experts and
M ni sterial Conference

UNESCO, Cul ture and Devel opnment Workshop for Sout hern and
Nort hern Engli sh- Speaki ng African Countries

CCES/ Progranmme Pl anni ng, Finance and Eval uation Division,
18th nmeeting of the Technical Preparatory Conmittee of the
Whol e, Conference of Mnisters

QAU, neeting with diplomatic corps and international

organi zati ons, Special Emergency Assistance Fund for Drought
and Fanine in Africa

CCES, NGO Forum on Cover nance

Et hi opi an Private |ndustry Association (EPIA), Enployees
Feder ati on

Food Security and Sustai nabl e Devel opnment Division, Second
General Assenbly of the African Popul ati on Conm ssion (APC)

CCES/ ESPD, Forum for cost-sharing in the south section
(ECA/ Wor | d Bank/United Nations Children's Fund)

UNESCO, Peace-buil ding, conflict resolution and nati onal
reconciliation: Comunications for peace-building

CCES/ United Nations Devel opnent Programe, Africa Forum on
Gover nance

Devel opnent I nformation Services Division (DI SD), National
Wor kshop on I nformati on Technol ogy

CCES, Change nmmnagenent steering comrittee neeting



August

Sept enber

Cct ober
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El event h Workshop on Rural Devel opnent in Sub-Saharan Africa

Et hi opi an Governnment, Wonen's neeting, fourth international
conf erence

United Nations Conference on Trade and Devel opnent,
Aut onmat ed Syst em of Custons Dat a/ Custons Proj ect

Sem nar on econom c integration and transboundary resources
DI SD, Progranme Presentation Day
Wirl d Bank, Training programe

Al'l African Conference of Churches, seventh Assenbly
Conf erence

CCES, Tokyo International Conference for African Devel opnent
(TICAD) 11, expert group neeting

United Nations Industrial Devel opment Organization,
M ni sterial Meeting
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ANNEX 11

Schedul e of visits of Headquarters staff to the site and/or

consultants during the construction project, 1991-1996

January

February

Mar ch

Jul y- August

Novenber

Febr uary- Mar ch

Mar ch- Apri |

May- June

August

Meetings in Rome for discussions and negotiations wth
potential contractors

Participation in nmeetings at the architects/engineers office
in Rone - reviewing the final draw ngs prepared by the
architects/engineers required for the signing of the
construction contract. Travel to Addis Ababa for signing of
the construction contract and arranging tours of the United
Nat i ons

Meetings with the architects/engineers and contractor
Initial neetings with contractor to concentrate on

(a) setting up a tinetable for comenci ng construction and
for each phase of the construction period; and

(b) interviews of construction superintendent

Meetings at Addis Ababa regarding construction project

Travel to Rome for nmeeting with ECA the
architects/engineers and the contractor. The Director of
t he Buil di ngs and Conmercial Services Division of the
Secretariat also attended neetings. Meetings concentrated
on policy issues with the top managenent of the contractor

Meetings with ECA, the consultants and the contractor on
(a) contract adm nistration and procedures for approval of
paynments and variation orders; and (b) review of
construction progress to date

Participation in nmeetings with ECA, the consultants and the
contractor's site staff. Meetings on contract

adm ni stration and procedures for approval of paynents and
variation orders, review of construction progress

Participation in meetings with ECA the consultants and the
contractor to review variation orders and construction
progr ess

Meetings with the consultants and the contractor to review
force majeure clainms, programm ng problenms and construction
progr ess
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Novenber - - Meetings with the architects/engineers and the contractor on

Decenber force maj eure clains, programmi ng problens and revised date
of compl etion of construction

1993

January- - Meetings with the consultants and the contractor at Addis

February Ababa to review outstanding matters. Chairmanshi p of
quarterly nmeetings in Rome and di scussions with contractor
on cl ai ns

1994

February - Fi nalization of discussions regarding settlenent/w thdrawa
of force majeure claimby contractor. Meetings with ECA
representatives, consultants and contractor's seni or
managemnment

Mar ch - Chai rmanshi p of quarterly meetings with the Ofice of
Ceneral Services, ECA, architects/engineers, quantity
surveyor and contractor to review construction progress,
represent United Nations on various time-critical issues,
i.e., renedial work of roof finishes, etc., and review
progress on host Governnent issues, i.e., rebuilding
roadways to new conference centre

June - Chai rmanshi p of regular quarterly nmeetings to review
construction progress, revise project estimtes and
timetable, etc.

1995

Mar ch - Together with a team of experts, travel to Addis Ababa to
review and evaluate the situation and progress on the
construction of the conference facilities

Cct ober - - Travel to site to nonitor the final construction stages

Decenber

1996

Mar ch - Travel to the construction site to assess the project and

recomrend corrective action, and to ensure finalization of
all outstanding itens



