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1. A.t its fQrty-third sess!oAl, the General Assembly, in part VIII Qf
resolution 43/217 of 21 December 1988, took note of the repQrt of the
Secretary-General o~ revised estimates (A/C.5/43/l6), including the plans of the
Secretary-Gene ~al for the implt.'mentation of rel"lQmmendatlon 5 Qf the Group of
High-level Intergov9rnmental Esperts to Heview the Efficiency of the Administrative
and Financial Functioning of t~e United Nations 1/ on the constructi~~ of United
Nations facilitie~, as requested by the Assembly in resolutions 41/213 of
19 December 1936 and 42/211 Qf 21 December 1987. In that report, it was indicated
that, in accordance with those resolutiQns, measures had been taken on the
implementation of the construction projects at Addis Ababa and Bangkok as cut~ined

belowa

(a) Work on the construction projects had resumed ;i.1 1988 on the basis of the
~cope of facilities as originally approved in ~ections III and XI of Assembly
resolution 39/236 of 18 December 1964,

(b) Work on both projects was proceeding within the ievel of resources
available from provious appropriations and no new appropriati,~n would be required
d ... ring the 1.988·-1989 biennium.

2. The present rgport reviews the progress on the pr~jects at Addis Ababa and
Bangkok siuce the 1~88 report of the Sacretary-Generel (A/C.5/43/l6), and contains
updated timetables for the implementation of both projects and the related
financial considerations.
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I. EXPANSION OF THE CONFERENCE FACILITIES OF THE ECONOMIC
COMMISSION FOR AFRICA AT ADDIS ABABA

A. Statys and ~evalQwngnt Q' tho prQ~

3. Pursuant to General Assembly resolution 42/211, the project at Addis Ababa was
r~sumed during 1988 and proceeded on the basis of the scope of facilities
originally approved and aa subsequently ~nflected in the design developed by the
winning architect/£ngineer firm '~olected during 1986, namely one large plenary
hall, one medium-size conference room and four small conferonce rooms in addition
to the existing Africa Hall.

4. When the proposal to defer the construction projects was considered by the
General Aasembly at its resumed fortieth session, the Fifth Committee had drawn the
attention of the Assembly to the fact that the deferral of the projects could
entail additional costs and a modification of construction schedules (A/40/l011,
para. 5 (i». A revised timetable for the project at Addis Ababa was provided in
the previous report of the Secretary-General (A/C.5/43/16), together with an
updated cost estimate. In that report, it was indicated that, based on the
September 1988 rate of SUS 1.11 to the European Currency Unit (ECU) and a composite
inflation rate of 4.5 per cent per year, the cost of constr'1.ction, excluding
continQency, was estiwated at $71,534,700. Given the estimated total cost approved
by the Assembly in section III of resolution 39/236 ($73,501,000), that provided an
allowemce of less than $2 million for contingency and administrative costs, which
was SUbstantially less than the usual provision of 5 to 10 per cent; and that,
consequently, actual experience regarding ~urrency fluctuations during the
following 18 to 24 montha, and to a lesser oxtent inflation, would determine
whether the original estimated totsl projec:t cost of $73,501,000 approved by the
Assembly could be maintained.

5. On the basis of activities undertaken since the report of the
Secretury-General to the General Assembly at its forty-third session, os outlinod
below, the timetable and cost e&timates have now been reviAed. The ~ctivitie~

undertaken since the previous (oport oC the Secretary-General lncludp the following:

(a) Contracts were signed with the quantity surveyor and with the
arc!litect/enqineer selected during the architectural design competition in 1986.
The schematic design of the project has been completed and the preparation of
detailed design drawings begun;

(b) A detailed topographic survey of the construction ~ite has been
completed. Discussions are in progress with the Ethioplan authorities regarding
L~e preci~e boundaries of the additional property being deeded ~( ~he United
Nations blithe host Goverrunent for the project.. A draft supplement...• y agreement
regarding the site is ready for signaturA pending determination of the boundaries;

(c) Invest.\gations of the subsurface conditions have been undertnken by the
Ethiopian Building Design Enterprise.

(d) Discussions have contiuued with the host Governm~nt regarding the
operational arrangements that would be necessary during the construr.tion period;
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(e) Engineering consultants have reviewed the various utility arrangements
and connections for the project with local authorities and have inspected the
various mechanioal services installations of the existing complex. The Unite4
Nations has cornmissione4 a study by a consultant to determine the best location on
the site fur the sutellite earth station, Which is needed to support the
communications requirements of ,he Economic Commission for Africa (ECA), including
the new conference facility, as well as other Unite4 Nations activities in Ethiopial

(f) Up-to-date project cost estimates using current information on
construction costs in Addis Ababa, East Africa and Europe have been prepared by the
quantity surveyor base4 on the latest available detailed design drawings. On the
basis of these estimates and t!Ae current timetable, a rrojection :&as been made of
the necessary financial commitments which would be entered into during thu
implementation of the project.

B. Summary timetable

6. When initi~l subsurface investigations reveale4 no rock of sufficient bearing
capacity within the construction area, additional borings to a depth of 40 metres
were ordere~. Since the results were the same it was necessary to rovise the
foundation design to utilize friction pilings. The additional time required for
further geotechnical investigations and the consequent need to revise the
foundation designs resulted in some revisions to the project timetable outlined in
paragraph 6 of document A/C.5/43/l6, ~lthough the completion of the main
construction is still enviSAged in the second half of 1'93. The revised timetable
is as indicated belowl

January-December

October-December

.12.9..0

January-March

April-June

June-August

August-September

lll.l::.JJlll

.lii.J.

Second ha:.t.f

Detailed design and preparation of tender documents by
architect/engineer and quantity surveyor

prequalification of general contractors

Completion of tender documents by architect/engineer
and quantity surveyor

International tendering

Evaluation of tenders and award of construction
contract

Mobilization begins, folluwed by construction period
of 36 months

Construction continues

Completion of main construction, followed by final
testing, furnishing and commi3sioni~g of the building

Guarantee period and final payments to contractors and
consultants
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C. Financial aBpe~ti

7. The estimated total cost of $73,501,000 for the construction project at
Addis Ababa, approved in principle in 1984 by the General Assembly in section III
of resolution 39/236, was based on a project duration of six years through the
completion of construction, with an allowance for escalation in construction costs
of 7.5 per cent per year on a compounded basis. It was reported in 1988 that,
although basic construction costs as expressed in local and European currencies hRd
increased during the period of suspension of the project, the effect on the projoct
budget had been partially offset by lower rates of inflation in consttuction costs
than those originally foreseen in 1984. As of September 1988, it was considered
that a composite annual inflation rate of 4.5 per cent would suffice. That rate
was maintained in the preparation of the proposed progr~e budget for the biennium
1990-l991. In the past year, however, construction costs in East Africa and Europe
have risen sharply and estimates of future inflation have increased. Current
experience indicates that such costs relevant to the Addis Ababa construction
project will show an increase from Sep~ember 1988 to September 1989 of at least
7 per cent. Furthermore, it is now considered that the projected composite
inflation rate for the balance of the project should be increased from the rate of
4.5 per cent to 5.5 pel cent per year compounded.

8. The cost estimates summarized below were developed by the quantity surveyor
based on the latest available designs for the project and will be refined as the
design work progresses. These estimates reflect the ~esults of a further review of
local construction costs in June 1989 and projections of future trends in labour,
material and equipment costs 1n Addis Ababa, East Africa and Europe as of
Septomber 1989, and assume the timely resolution of various factors concerning
transportation and availability of materials and labour.

9. As part of the cost-management process, separate estimates have been prepared
for local and non-local components of construction costs. As had been indicated in
the report of the Set atary-General to the General Assembly at its thirty-eighth
session (A/C.5/38/82), cost estimates for foreign labour and imported materials for
construction are based on sources in Europe. Inasmuch as non-local costs comprise
10 to 80 per cent of the total construction costs, the estimated total project cost
expressed in United States dollars would be sensitive to fluctuations in rates of
exchange between the dollar and European currencies. These factors, as well as the
assumptions mentioned in paragr~phs 1 and 8 abovo, will be carefully monitored and
adjustments made as appropriate throughout the duration of the project.

10. Upon completion of the detailed design drawings, a detailed examination was
undertaken of the estimated cost of the detailed design compared with that prepared
on the basis of the schematic designs. This comparison was made on a constant cost
basis utilizing the September 1988 prices and exchange rates. The comparison
revealed that thel'e were signif lcant cost increases in three categories. Thus,
construction cost, including furniture and equipment, is now estimated at
$60,742,500, compared with $54,311,100 in September 1988. Thes~ increases, which
could not have been determined in the absence of detailed design drawings and
~eotechnical studies, are as follows:
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(a) Structural ($4,016,300). This category inclutles substructure (piling and
f.oundations), superstructure, roof strUQture and undergruund/externul parking
structures. Increases hav£ resulted from unsatlsfactol'y subsurface conditions and
consequent foundation redesign, increased provisions for anti-seismic design,
increased estimates for the roof structure space-f£ame, pilings for
underground/external parking structures, hridg8 and tunnel and substantial safety
factors in response to local conditions. The quantity surveyor and the
architect/engineer have undertaken a thorough re-evaluation of all structural
design criteria with a view to minimizing the c~st. The cost increase indicated
reflects the preliminary result of the cost-managemont review and represents an
increase of approximately 25 per cent over 1988 estimates for this category;

(b) Exterior walls ($1,187,600). The increase is du~ to the substitution of
stone cladding for the cement stucco f'uish previously contemplated in order to
reduce future maintenance costs by pro~~ding a more durable exteri~r finish;

(c) Infcastructure (approximately $2,100,000). The consultants have
identified a number of deficiencies in the basic mechanical s6~vlces infrastructure
of the complex as a whole. Improvements to these basic infrastructure
installations are necessary to serve the new conference facility prol,erly, as well
as to provide improved services in these areas for all the existing buildings.
Although these installations will not be located in the new conference building, it
is more practical to include them as part of the new construction project while the
main contractor is mobili~ed on the site, rather than to undertake them as sepe~ate

projects that would normally be funded under the majcr maintenance and alterations
portions of section 32 of the programme budget. Theso inst'allation~ i~volve

enlargement and replacement of the drinking water storage facilities for the
complex, emergency power and uninterruptible power supply systems, new ~entralized

boiler plant and air conditioning chiller plant building, incinerator, central
security and Cire safety centre, etc.

The increasev in categories (8), (b) and (c), which total $7,303,900, are partly
offset by an A~~icipated reduction of $938,500, consisting of re~uctions of
$700,200 in cost. estimntea for elect.denl work, hat'dwere and intorior fittings and
a net reduction of $158,300 in cost estimates fOI other catcgorie '. The revised
construction cost, including turnishing and equipment but 9xcluding cOdsultants,
construction supervision, administrative coste ~nd inflation is thus estimated (at
1988 rates) at $60,742,500.

11. As discussed in paragraph 4 above, it waG indicated iu 1908 that an allowance
of less than $2 million for contingency and administrative expenses was
substantially less than the usual provision of ) to 10 per cent, which, on that
basis and given the estimated construction cor _ of $71,534,700 projected in 1988,
w~uld have been in the range of $3,500,000 to $7,200,000. Only a large and
favourable movement in exchange I'ates or a significant decrease in inflation would
have permitted the original estimated total project cost ~f $73,501,000 to be
maintained. The monitoring of inflation and exchange rates in the past year
revealed that the assumptions made in 1988 ¥ould not materialize. Moreover, it is
considered lhat a contingency oC 8 to 10 per cent would be prudent at this stage in
the project. Administrative costs, inclUding the cost of the architectural
competition, are estimated at $1,300,000 for tho ~eriod 1985-1~94.
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12. The estimates swnmaririH'" below are on a con&_ant cost baais and are basec1 on
the September 1988 unit prict~ and exchange rate asssumption of SUS 1.11 to
ECU 1.00, the average rate of exchange during the period January to June 1989.
Inflation assumptions have been revised to 7 per cent in 1989 instead of the
4.5 per cent ori~inally projected and a composite inflation rate of 5.5 per cent
per year compounded for the duration of the construction. The total project cost
based on the foregoing is now estimated at $93,889,500. This figure includes an
allowance of $1,3CO,000 for a~ninistrative costs and a contingency of $7,500,000,
which is within the range of contingency normally provided. As indicated above,
the estimated total project cost expressed in United States dollara is sensitive to
fluctuations in ~'btes of exchange between tho dollar and European currencies. The
summary breakdown is given in table 1 below.

Table 1

50 106 600

4 270 500

54 377 100 60 742 500

6 210 400 6 937 4vll

60 587 500 67 67Y 900

10 947 200 ,ill 17 409 600 hI

Construction cost
(including site work and
connections to existing buildings)

Furnishing and equipment

Subtotal

Consultants and construction
supervision

Subtotal

Inflation compounded over the
rQmaining project duration

Estimated total construction cost
(excludinq continqency and
administrative costs)

Administrative costa

Contingency

Estimated total project cost gl

September 1988
estimate

~chematia da~n

$

71 534 70CJ

.cl

~/

Juno 1989
estimate

getQUed design
$

85 0&9 500

1 300 000

7 500 000

93 869 500

al Inflation compounded at 4.5 per ~ent per annum.

hI 1nflation compounded at 7 per cent in 1989 and 5.5 pe~ cent fot the
duration o' the project.

~I See para. 4 above.

~I Based on an exchanqe rate of ECU 1.00 = SUS 1.11.
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13. Actual expendit~res as at 31 December 1988 in the construction-in-progress
account amounted to $370,000. Expenditures in 1989 are estimated at $2,448,400.
Thus, of the amount of $1,120,000 initially appropriated, a balance of $301,600
would Atill be available in the construction-in-progress account to be carried over
to the 1990-1991 biennium.

14. BbS~U on projections of future trends of labour, material and equipment costs
in ~ddis Ababa, East Africa and Europe, and the timetable outlined above,
expenditures of $5,800,300 and $21,800,000 have been estimated for 1990 and 1991
re~pe~tively. Taking into account the estimatJd carryover of $301,600 from 1989,
provisions of $5,498,700 and $21,800,000 would be required for 1990 and 1991,
i.e., an appropriation of $27,298,700. These revised requirements are within the
level of the estimates ($27,801,700) included under section 32 of the
Secretary-General's initial proposed programme budget for the bi~nnium 1990-1991.
Th~ requirements for the biennium 1990-1991 reflect a decrease ~f $5C3,000 against
the initial amount requested in the Secretary-General'~ initial ~roposal for the
programme budget for the biennium 1990-1991 since the effect of it.creased inflation
on cash requirements for that biennium is more than offset by the r~vised timing of
the award of the construction contract, thereby requiring fewer payments to the
contractor during the biennium 1990-1991. The award of the construction contract
to the selected construction contractor in August 1990, as indicated iu the summary
timetable contained in paragraph 6 abov~, would commit the Organization to the
total cost of the project, which would be payable until 1994, i.e., over three
bienniums. The schedule of estimated expenditures and appropriations required is
given in table 2 below.

1984-1988

1989

1990

1991

1992

1993

1994

Total

Carryover from
prior appropriations

$

2 750 000

301 600

Table 2

Estimated expenditures
inclUding administrative
costs and contingency

$

370 000 .a, I

2 448 400

5 800 300

21 800 000

28 424 000

24 652 100

10 394 700

93 889 500

Appro.priations
$

3 120 000 hI

5 498 700

21 800 000

28 424 000

24 652 100

10 394 700

93 889 500

ill Actual.

121 Approved.
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11. EXPANSION OF THE CONFERENCE FACILITIES OF THE ECONOMIC AND
SOCIAL COMMISSION FOR ASIA AND THE PACIFIC AT BANGKOK

A. Status and development of the project

15. The project at Bangkok was resumed in 1988 pursuant to the terms of General
Assembly resolution 42/211 on the basis of the scope of facilities originally
approved and as reflected in the previously completed plans and specifications.

16. The activities undertakeL eince the report of the Secretlry-Ganeral to the
G~neral Assembly at its forty-third session (A/C.5/43/16) include the fo\lowing:

(I) Upon completion of the prequalification review of interested contractors,
invitations to tender were issued in November 1988 t~ 11 contractors/consortia
repreeenting firms from six countries;

(b) Tenders were received in February 1989 from eight contractors. Following
a detailed review by the quantity surveyor, the architects/engineers and the United
Nations, u construction contract was signed on 12 April 1989 with the lowest bidder;

(c) Construction began in May 1989. Driving of foundation pilings is
progressing satisfactorily despite seasonal rainfall. The contractor is confident
that the relatively slight delay experienced to date can be made up after the rains
in four to six weeks time;

(d) Procedures have been established with the customs authorities to
facilitate clearance of materials imported duty-free for the project. Discussions
have been initiated regarding procedures for exemption of the project from the new
value-added tax to be introduced in July 1990;

(e) Final reviewa of finished materials, furnishings and equipment are under
way. A study is being made of the siting of the satellite earth station required
to support the communications requirements of the Economic and Social Commission
for Asia and the Pacific (ESCAP), including the new conference facilities, as well
as other United Nations activities in Thailand;

(f) Up-to-di'te estimates of Pi.oj~ct cost hllve been prepared by the quantity
sUE'veyor based on the priced bills of quantities incorporated in the construction
contract. A projection has been made of the cash disbursements required through
the completion of the project.

B. Summary timetabl~

17. The construction contract for the project was signed in April 1989.
Construction began in May and is scheduled to take 30 months. The main
construction should be completed in November-December 1991, followed by final
testing, furnishing and commissioning of the building in the period January-March
1992, as indicated in the timetable contained in document A/C.5/43/16, paragraph 16.

I • ••
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Construction tenders received

Evaluation ,f tenders and award of main construction
contract

Mobilization by construction contractor

Commencement of construction

Construction continues

Construction continues

CompletiQn of main construction

Final testing, furnishing and commissioning of the
building

Guarantee period and final payment to contractors and
consultants

c. Financial aspects

18. As reported in the previous repor.t, construction cost inflation in Bangkok in
the period 1985 to 1988 had been less than was foreseen in 1984. However, the pace
of construction activity in Bangkuk bagan to increase in mid-1988 and prices roso
sharply by year-end. A number of the larger contractors were working at full
capacity and consequently were less interested in new projects. Three of the
prequalified contractors cited the pressure of other work in declining the
invitation to tender for the project, nptwithstanding their expressions of interest
three months earlier. The increased construction activity during this period also
resulted in sharp increases in the costs of major subcontracts. In the eight
months preceding receipt of tenders, construction prices in Bangkok rose by mor~

than 20 per cent, substantially more than the allowance of 13.28 per cent for the
entire project originally provided for in 1984. ~rices have continued to rise and
it is estimated that construction prices in Bangkok have risen by over 30 per cent
in the past year; however, the United Nations will not be liable for those
increases taking place since receipt of tenders. Prices quoted in the tend~r are
good for the duration of the contract inasmuch as construction prices in Bangkok
are currently quoted inclusive of inflation. In other words, lacking an agreed
basis or index for inflation adjustments, contractors include in their quotations a
factor rep~esenting their estimate of future inflation in the cost of materials,
labour and subcontracts. As expectatio~s regarding inflation rates change, quoted
prices change sharply, reSUlting from the compounding of the rate over the duration
of the project.

19. A construction contract for 955,000,000 baht (SUS 37,598,425 at the April 1989
rate of B 25.40 per United States dollar) was signed on 12 April 1989 with the
lowest bidder. This amount represents a sizeable increase over the tender pricos
anticipoted ~n 1988. The estimates indicated in the previous report of the
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Secretary-General (A/C.5/43/16) provided for $36,~40,600 for construction,
furnishings and equipment, including inflation. This cost, including inflation, is
now estimated at slightly over $39,000,000. The total project cost es' .mated in
June 1988 prior to the signing of tha contract is indicated in table 3 below. Tho
r~vised project costs are indicated in tftble 4. As indicated in paragraph 18
above, the contract price for the main coustruction includes full allowance for
inflation. It also includes a contingent sum to cover variations in quantities and
other changes. Whil~ the boom 4n the construotion seotor has led to a serious
shortage in field supervision staff, resulting in sharp increases ill the salaries
that must be paid to obtain suitable qualified site staff, and while higher than
anticipated inflation was recorded, the original provision for contingenay
($3,849,900) was sufficient to cover the resulting increabes. It is envisaged that
a provision of $839,275, representing the balance available against the initially
authorized pro~ect CClst, would be sufficient to cover incidental costs until the
final payments to the contractor~ and consultants are made in 1992.

Table 3

June 1988 est:~

ConstrucLlon cost (including demolition
re]Jcation costs anu alterations to
existing buildingR)

Furnishing ana eiuipment

Subtotal

Inflation compounded over the remaining
f~ur years project duration
(1.6 per cent per annum)

Subtotal

Lonsultants and construction supervision

Estimated total construction cost,
excluding contingency and
adminiotrative costs

Contingency and administrative costs

Estimated total project cost

$

28 369 700

4 39:1. 200

32 760 900

4 079 700

36 840 600

3 487 200

40 327 800

3 849 900

44 177 700-----
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Table 4

August 1989 estimates

$
Construction costl

37 598 425

625 000

840 000

39 063 425

4 275 000

43 338 425

839 275

44 177 700Authorized project cost

Contingency and administrative costs

Estimated construction cost, excluding
contingency and administrative costs

Subtotal

Main construction contract (_lcluding
inflation and most furniture and
e';luipment)

Other furnishings, equipment and
miscellaneous costs

Demolition, rel"c:ation and alterations
to existing building

Consultants and construction supervision

20. The estimated total cost of the cons~' ~ion project at Bangkok approved in
principle by the General Assembly in section XI of resolution 39/236 amounted to
$44,17;,700. Given the current estimated construction cost of $43,338,425, this
would ~rovide an allo·~ance ot $~39,275 for contingency and administrative cost~.

On the assumption that no major change from the current situation will occur and
that no m~jor urforeseen costs will arise during the balance of the project, it is
expected that the total project cost of $44,177,700 already approved by the
Assembly at its thirty-ninth session would be sufficient to cover the cost of the
construction project at Bangkok.

21. Actual t"xPHl1ditures as at 31 December 1968 amounted to $2,153,300.
Expenditures in 1989 are estimated 3t $8,695,400. Thus, of the total appropriation
')1 $22,698,000 available in the construction-in-progress account for ESCAP, a
balance of $11,849,300 would be available to be carried over to the 1990-1991
biennium.

22. Based on the contractor's schedule of work and projections of cash
disbursements by the quantity surveyor, it is estimated that $12,940,000 and
$15,770,800 will be required for 1990 and 1991, respectively. Taking into account
the estimated carryover of $11,849,300 from 1989, appropriations of $1,090,700 and
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$15,770,800 would be required fer 1990 and 1991.
unl1er section 32 of the proposed progl'wnme budget
balance of $4,618,200 would be required for 1992.
estimated expenditures and appropriations required

1984-1988

1989

1990

1991

1992-1993

Total

Cal'ryQVer from
prior appropriations

~

20 544 700

11 849 300

Table 5

Estimated expenditures
including administrativo
coats and cQ,\tingency Appropr iatiolUi.

$ r.

2 153 300 al 22 698 000 QI

8 695 400

II 940 000 1 090 'lOO

15 770 800 15 770 800

4 618 200 4 613 200
-_._._--~._.

44 177 700 44 177 700

IJ.I Actual.

1;21 Approved.

Ill, SUMMARY

23. In swnmary, the expansioll of conference facilit';'eB at Addis Ababa anJ Bangkok
would require additional appropriations o'f $21,298,700 and $16,851,500 resp-octively
under sectiQn 32 Qf the proposed programme budqet for the biennium 1990-1991.
These revised estimates shQuld be compared with the Secretary-General's initial
prQposals fQr the programme budget for the biennium 1990-1991, namely $27,801,000
for ECA and $16,861,500 for ESCAP.

24. In accordance with General Assembly resolution 39/236, prograss reports on
both projects will be submitted to the Assembly annually until construction is
completed.

11 Qlij..c..ia..LR.e..c.al'.dL~ .. .tb.e. ...~.e.lliU al As semb~-l.Q.r.tY--::.f.ill.~ae..5JilQ.n.L....5.lW~lemen t.
No. 49 (A/41/49).
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