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EXECUTIVE SUMMARY::
OBJECTIVES, CONCLUSIONS AND RECOMMENDATIONS

Objectives:.  To examine operational and financial issues of building management
pertaining to the renovation of the United Nations Headquarters
buildings in the light of management practices of selected United Nations
system or ganizations;

To assist Member States and the Secretariat in considering measures
aimed at timely and systematic maintenance and capital improvements at
the United Nations Headquarters.

CONCLUSIONS

A. Ensuring adeguate provision for systematic building maintenance and for capital
expenditure is a problem that most of the organizations of the United Nations system have
faced (para. 16).

B. Six years ago, the Joint Inspection Unit (JIU) issued an early warning" that neglecting to
systematically maintain the facilities of the organization, because of chronic under-funding,
would prove both dangerous and expensive in the medium and long-term (paras. 10-11).

C. This position of JIU was shared by the Secretary-General in his comments on the report.?
This report was not, however, considered by the General Assembly (para.10).

D. Most of the United Nations system organizations reviewed by the Inspectors hold the
view that, in order to keep pace with the structural deterioration of buildings due to ageing
and wear of equipment and installations, systematic ongoing and preventive maintenance is a
necessary requirement and an unavoidable expenditure, tantamount to good management
(para.15).

E. The United Nations needs to review its budgeting policy on building maintenance costs
and capital expenditure in these times of prolonged budgetary stringency, competing
demands for scarce resources and a pronounced tendency to curb al kinds of non-programme
expenditures (para. 19).

F. Due to the mgjor differences and specificity of each case in the United Nations system
organizations considered, it is not possible to establish or recommend a system-wide and
across-the-board level of expenditure for building maintenance (para. 21).

G. The standard practice of United Nations system organizations, despite the recognized
principle of inviolability of their premises, is to voluntarily follow local building codes on
safety and security, environmental standards, fire protection and energy conservation (paras.
22-23).
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H. Based on the Headquarters Agreement and in the absence of specific regulations enacted
by the United Nations on building codes, the local building codes should apply to the United
Nations Headquarters premises (para. 23).

. In the case of large refurbishing or construction projects, United Nations system
organizations turn to their host countries for consultation, advice, loans, and various kinds of
support in cash or in kind. Although provided to various extents, such support is
indispensable and should continue to be provided (paras. 27-31).

J. The practice of the United Nations system organizations shows that the handling of large
and complicated capital expenditure works requires specialized expertise and experience.
This observation is particularly relevant to supervising the implementation of the capital
master plan (paras. 32-34).

K. The Organization is also in need of an institutionalized financial framework to handle
substantive capital expenditure with which the biennial regular programme budget cannot
cope. To this effect, the United Nations should consider the feasibility of following the time-
tested practice of some United Nations system organizations which have building/real estate
funds replenished from a mixture of sources. annual contributions, budgetary surpluses,
miscellaneous income, income from renting office space (paras. 69-74).

L. The on-going process of reform and modernization of the United Nations Secretariat
should also be applied to building management. To this effect, a cost measurement system for
building maintenance should be developed. This should be based on the idea that office space
is not free, but should be considered a scarce resource to be used optimally (paras. 75-78).

M. Refurbishing, renovation and ateration work in the United Nations Headquarters
represent a unique opportunity to revisit and improve office space management in
Headquarters, presently characterized by irrational and even abusive office space allocation.
This results in cases of overcrowding (which mean poor working conditions for the staff) and
large half-empty offices (paras. 83-88).

RECOMMENDATIONS

Recommendation 1: In the context of the capital master plan, the General
Assembly should review the practice and establish a policy on the management and
maintenance of United Nations buildings on the basis of the proposal submitted by the
Secretary-General. (see paras. 19-20)

Recommendation 2: The United Nations Secretariat should take measures aimed
at full compliance of its buildings with the local building codes, with a view to ensuring
safety, security and a sound working environment in the United Nations Headquarters.
(seepara. 25)

Recommendation 3: Financial and non-financial support from the host
government and the local authorities needs to be solicited and encouraged in the
implementation of the current project for renovating and improving the United Nations
Headquartersbuildings. (see para. 31)
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Recommendation 4: The Secretary-General should ensure that the Facilities
Management Division of the Office of Central Support Services has sufficient staff with
the required professional capability to supervise the implementation of the capital
master plan. (see para. 34)

Recommendation 5: The General Assembly should request the Secretary
General to prepare a feasibility study for establishing a building/real estate fund for the
purpose of covering the costs of major repairs, renovation, upgrading and replacement
of equipment. (see para. 74)

Recommendation 6: The Secretary-General should report to the General
Assembly on the use of modern management tools such asinformation technology and a
cost measurement system, that measure the operating costs of office space by
organizational unit of the Secretariat. (see para. 82)

Recommendation 7: In the context of the capital master plan, the Secretary-
General should report on office space management, indicating the need for possible
changesin office space standar ds. (see para. 89)

Recommendation 8: The Secretary-General should revise and enforce norms
and standards for office space allocation at the United Nations Headquarters and other
duty stations, in order to avoid discrimination and disputes. (see para. 90)
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l. INTRODUCTION

1. In response to a suggestion forwarded by the Department of Management of the United
Nations Secretariat to the Joint Inspection Unit (JIU), this study was included in the work
programme of JIU for 2000. In reviewing issues related to building management at United
Nations Headquarters, the Inspectors fully took into account the concerns of United Nations
Secretariat officials involved in the elaboration of the report of the Secretary-Genera entitled
Capital Master Plan.® The present JU report has been prepared in consultation with the
Department of Management, in particular with the Office of Central Support Services.

2. The report is limited in scope: it is not a systematic study on building management in
general within the United Nations system, but a case study of management of Headquarters
buildings in selected United Nations system organizations with particular focus on
management at United Nations Headquarters buildings. Thisis the reason why the Inspectors
did not consider building management in duty stations other than the headquarters of each
organization reviewed, nor related issues such as coordination of properties management in
several duty stations within a single organization, or among several United Nations
organizations.

3. A survey of practices of a number of United Nations system organizations was carried out
and their experience with building management reviewed. The criteria for the selection of
the organizations were based on the relevance of their building management practices and
experience to the current problem facing the United Nations Headquarters building. Relevant
information was collected from the United Nations system organizations through a
guestionnaire. The Inspectors visited the Headquarters buildings of several organizations to
further assess their problems and identify strong points in their management. During their
visits, knowledgeable responsible officials provided the Inspectors with information on their
management practice and with comparative information on other United Nations system
organizations and the private sector. This served the purpose of benchmarking United
Nations practice with regard to building maintenance cost budgeting, use of information
technology and cost measurement systems. The information the officials provided was useful
and the Joint Inspection Unit expresses its gratefulness to them for their full and timely
cooperation.

4. The Inspectors analyzed key issues relating to building management including the
financing of capital expenditure projects. In doing so, they took into account the relevance of
those issues to the capital master plan, as well as the usefulness of the analysis for Member
States in the process of considering the capital master plan.

5. The Joint Inspection Unit expresses its appreciation to Dr. Andrzel T. Abraszewski,
former Inspector at the Unit and a current member of the Advisory Committee on
Administrative and Budgetary Questions, for having played an important role in initiating the
preparation of this report, and for having actively participated in its completion.
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1.  PAST JU CONTRIBUTIONS TO VARIOUS ASPECTS OF
FACILITIESMANAGEMENT RELEVANT TO THE CAPITAL MASTER
PLAN FOR THE UNITED NATIONS HEADQUARTERS

A. JIU reports on the Utilization of Office Accommodation (1974 and 1975)*

6. JU issued a report in 1974 on office space accommodation at the United Nations
Headquarters.®> This report concluded that occupancy standards for space were generally
satisfactory, with possible room for improvement in the further reduction of the number of
junior professional staff (P1 to P3) occupying individual offices. At the same time, serious
overcrowding of General Service staff existed in several areas. The Inspectors noted in the
report the need for better space management and planning: in particular, the long-term office
accommodation problem would require a decision by the General Assembly.

7. JIU drew attention to the fact that actions on office space management by the Office of
Genera Services were frequently challenged within the Secretariat, and called for reinforcing
the authority of this Office in al space management matters. The Advisory Committee on
Administrative and Budgetary Questions (ACABQ) agreed with the Inspectors that time-
consuming disputes should be avoided and that it was essential that the authority of the
Office of General Services to manage space be reinforced.®

8. On the question of office accommodation provided for extrabudgetary staff,” JIU’s report
issued in 1975 pointed out that it was one of elements in the question of allocation of
“support costs” for extrabudgetary activities. It noted that there was no uniform approach
within the United Nations system to the issue of accommodation of extrabudgetary staff.

9. Reviewing these reports, the Inspectors are of the view that due attention was not paid to
the importance of office space allocation and to costs of the use of office space. Inadequately
allocated office space creates unsound working conditions, which can result in time-
consuming and counter-productive disputes at the work place. Improper cost measurement
for office space alocation can result in the subsidizing of extrabudgetary activities by the
regular budget through partial financing of office space allocated to extrabudgetary staff. The
importance of these two problems has been underestimated so far, and they have
consequently not received appropriate attention (see Chapter V of the present report).

B. JIU report on the Management of Bgildingsin the United Nations System
(1993)

10. Among the conclusions and recommendations of the 1993 JIU report on the management
of buildings in the United Nations system,” two issues are deemed particularly relevant to the
current situation of the United Nations Headquarters facilities. First, the report provided an
early warning that negligence in systematic maintenance of the facilities of an organization,
due in this case to chronic under-funding, could be both dangerous and expensive (paras. 3
and 11). This position of the JIU was shared by the Secretary-General in his comments on the
report.”® The Unit's report, however, was not considered by the United Nations General
Assembly.

11. Secondly, the report pointed out that United Nations system organizations were also in
need of an institutionalized financial framework to handle substantive capital expenditure;
which the biennial programme-budgets cannot cope with. Referring to the practice of
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Vienna-based organizations and the Austrian Government, as well as to that of the Pan-
American Heath Organization (PAHO), the report recommended the creation of building
funds replenished by systematic annual contributions (para. 18). The report did not, however,
develop this innovative idea, neither did it elaborate-on financing modalities of the funds, (for
example from budgetary surpluses, rental and other income, or voluntary contributions),
operational measures of their utilization and strict control of their disbursement.

1. PATTERNS OF BUILDING MAINTENANCE AND
CAPITAL EXPENDITURE HANDLING
BY UNITED NATIONS SYSTEM ORGANIZATIONS

12. The term “capital expenditure” means the cost of major renovation, upgrading and
construction projects, as well as cost of larger information technology projects, which add
value to a given facility. Costs of current, ongoing maintenance are usually not encompassed
by this term, since such maintenance work does not entail a change in the book value of the
buildings concerned. With regard to capital expenditure and maintenance by United Nations
system organizations, the analysis of their practice allowed JIU to identify two basic
approaches, which are described below in parts A and B.

A. Anticipating the need for systematic current and preventive maintenance
and for capital expenditure

Formulating a budgeting policy for building management

13. The Inspectors analyzed the modalities of financing maintenance and repairs in selected
United Nations system organizations. These findings indicate that maintenance and repairs;
which do not entail a change in the book value of the buildings, are financed by cash payment
mainly through the regular budget; and, occasionally, through special account arrangements,
while capital expenditure for major improvements and construction which add or create an
accounting value are financed by cash payment through specia account arrangements, by
deferred payment through the regular budget (repayment of loans by several instalments), or
in a combination of the two ways, as explained in detail in paragraphs 69-71 below.

14. Most of the United Nations system organizations, which the Inspectors contacted for this
report, stressed the importance of securing sufficient budgetary resources for current
maintenance. They were aso of the view that the Secretariats should prepare, years well in
advance, a plan for preventive maintenance projects and capita expenditure, to allow
sufficient time for review by competent inter-governmental bodies and to secure their
acceptance and corresponding budgetary appropriations.

15. Although no formal policy has been established, there has been a tacit understanding
among Member States and Secretariats alike of most United Nations system organizations,
that the facilities owned by them constitute high value assets; which must be properly
maintained, in order not to lose their value. As aresult, unlike at the United Nations, major
reductions were avoided in the building management budgets of those United Nations system
organizations, even during the period of budgetary constraints. Their implicit management
policy is that ongoing and preventive maintenance and upgrading required to meet higher
local standards of energy conservation, environmental security and fire prevention are
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tantamount to good, cost-effective management of the organization's resources. It is
understood that the cumulative effect of postponement of required maintenance work for
many years, or negligence in maintenance, can necessitate huge expenses in the future which
regular budgets cannot handle.

16. Nonetheless, officials of the United Nations system organizations interviewed mentioned
that it was increasingly difficult to obtain sufficient resources for ongoing maintenance and
capital expenditures at the present time of budgetary stringency, competing demands for
shrinking resources and a strong tendency to reduce all non-programme activities. In this
context, it should be noted that meeting the cost of upkeep of ageing buildings owned by
United Nations system organizations has become an issue of system-wide concern, requiring
a coordinated approach. At the most recent meeting of the Consultative Committee on
Administrative Questions (Financial and Budgetary) (CCAQ(FB)) in August 2000, it was
agreed to discuss the development of a capital budgeting policy at its following session. A
Working Group composed of FAO, ITU, UPU, WFP and IFAD, with WFP acting as lead
agency, was established to prepare a discussion document on this subject.

17. Persistent negligence of building maintenance in the United Nations Headquarters is a
noteworthy case of poor management practice in the United Nations system. While the
Secretariat had, in the past, undertaken preventive maintenance and established controls and
an inspection system, the extent of this action was limited. Against a background of
budgetary constraints, some preventive maintenance projects were postponed because
resources were taken away from the building management budget and reallocated to other
priority activities.

18. In the case of UNESCO, experiencing similar problems with its Headquarters building,
the Member States, the host country and the Secretariat have however made a concerted
effort to face a serious situation (paras. 36-50).

19. The Inspectors are of the view that the United Nations would need to learn from its past
experience with building management, as well as from the experience of UNESCO and other
organizations in reviewing its policy and practice concerning facilities management,
particularly its budget policy towards maintenance costs and capital expenditure.

20. In considering the capital master plan, the General Assembly should review past practice
and establish a policy of management and maintenance of United Nations buildings on the
basis of the proposal submitted by the Secretary-General (see Recommendation 1).

21. Concerning the level of resources to be allocated for maintenance of buildings, the
Inspectors consulted knowledgeable building managers and reviewed sufficiently
representative cases of buildings managed by the United Nations system organizations
studied. There conclusions are that, due to the large differences between the organizations
considered and the specificity of each case, it is not possible to establish and recommend a
system-wide and across-the-board parameter, in terms of percentage of assessed value of a
property, for determining the level of resources to be allocated for building maintenance
costs. Officials from some organizations indicated that such standard parameters determined
on the basis of an industry benchmark are useful as a reference value, but others did not
consider such parameters to be useful. Each case would therefore need to be treated
individually by the United Nations system organization concerned.
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Compliance with local building codes of safety and security

22. The standard practice of the United Nations system organizations, despite the recognized
principle of inviolability of their premises, is to voluntarily follow loca building codes of
safety and security, environmental standards, fire protection, and energy conservation. In
several United Nations system organizations, programme managers aerted senior
management to problems of non-compliance with the local legislation, which led to decisions
to do so in order to avert more serious problems due to negligence. The decision-making
seems to be prompted by Headquarters agreements concluded between United Nations
system organizations and their respective host countries. For example, the “Agreement
between the Government of the French Republic and UNESCO regarding the Headquarters
of the United Nations Educational, Scientific and Cultural Organization (UNESCO) and the
Privileges and Immunities of the Organization on French Territory”** stipulates that the laws
and regulations of the French Republic apply at the organization's Headquarters, while
UNESCO has the right to make internal regulations that apply throughout its premises to
enableit to carry out its work.

23. Concerning the United Nations Headquarters premises, based on the information
provided to them, the Inspectors concluded that the New Y ork building codes should apply to
the premises in the absence of specific regulations enacted by the United Nations. This
conclusion is based on the consideration that:

a) Section 7(b) of the Agreement between the United Nations and the United States of
America regarding the Headquarters of the United Nations (thereafter called
“Headquarters Agreement”) states that “Except as otherwise provided in this
agreement or in the General Convention, the federal, state and local law of the United
States shall apply within the Headquarters district”;

b) Section 8 of the Headquarters Agreement provides: “The United Nations shall have
the power to make regulations, operative within the Headquarters district, for the
purpose of establishing therein conditions in all respects necessary for the full
execution of its functions. No federal, state or local law or regulation of the United
States which is inconsistent with a regulation of the United Nations authorized by this
section shal, to the extent of such inconsistency, be applicable within the
headquarters district....”; and

c) To date, only four regulations have been adopted under the above-mentioned
exception from federal, state and local law. These concern: (i) the United Nations
socia security system; (ii) qualifications for professional and other special
occupational services with the United Nations; (iii) the times and hours of operation
of services within the Headquarters district; and (iv) the limitation of damages in
respect of acts occurring within the Headquarters district.

24. In this connection, the Inspectors were informed that the United Nations seeks to ensure
compliance with the United States architectural and safety standards in a number of different
ways including:

a) inspection upon appointment, when the United Nations permits inspections by local
authorities upon request and prior appointment;
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b) the use of contractors/consultants, when the United Nations hires consultants to
ingpect and monitor mechanical or electrical devices and prepare reports on their
status and compliance with the code;

¢) employing United Nations Secretariat staff to ensure compliance; and

d) provisions in a contract, when the United Nations requires that construction
contractors comply with all local codes and the contract is drafted accordingly.

25.In the light of the above, and given the fact that the United Nations Headquarters
buildings do not meet current minimum modern standards with respect to fire safety, security,
energy conservation and better access for all persons, as reported in the capital master plan,*
the Inspectors recommend that the United Nations Secretariat should take measures aimed at
full compliance with the local building codes in order to ensure a sound working environment
in the United Nations Headquarters buildings (see Recommendation 2).

26. It is worthwhile recalling that the ACABQ concurs with the United Nations Secretariat on
the need for close coordination with local authorities over satisfying health and safety
requirements at all stages of implementation of the capital master plan.’®

Relations with host countries

27.1n the case of large refurbishing or construction projects, the United Nations system
organizations reviewed by the Inspectors turned to their host countries for consultation,
advice, loans, and various kinds of support in cash or in kind. Such indispensable support and
help have been provided to different degrees.

28. The Fondation des immeubles pour les organisations internationales (FIPOI), a
foundation created with assistance from the Swiss Government and regulated by Swiss law,
has granted interest-free loans to several international organizations based in Geneva, such as
ILO, ITU, WIPO and WMO. ITU benefited from an interest-free loan of CHF 50 million, to
be reimbursed over a period of 50 years. WIPO was granted two loans by the FIPOI,
reimbursable over 40 and 50 years respectively, for the construction of the WIPO
Headquarters buildings. The Swiss government decided not to charge the organization any
loan interest with effect from January 1996. WMO was granted an interest-free loan of CHF
75 million, representing 75 per cent of the total cost of the construction of its new
Headquarters building. The WMO loan is reimbursable over 50 years. UPU aso benefited
from a low-interest loan (3 per cent) reimbursable over the period 1981-2020 (40 years), to
finance the construction of its headquarters building in Bern.

29. FAO officials indicated to the Inspectors that the government of the host country (Italy)
generoudly allocated resources for maintenance of FAO buildings within the same budget
assigned to the Presidentia Palace, the Parliament, the Senate and the Presidency of the
Council. Furthermore, the Ministry of Public Works of the Italian Government can shift
funds from these budget sections to that for FAO, so that additional resources can be made
available to FAO if needed. The Italian Government replaces the equipment provided when
FAO was set up in Rome in 1950, and finances the purchase of additional equipment such as
part of the air-conditioning system. While this generous policy with regard to the FAO
buildings is due to the fact that the buildings are the property of the host country, the active



-7-

participation of the host country in the building management of FAO deserves special
attention.

30. UNESCO is experiencing major difficulties with its ageing Headquarters building, based
in Paris. In response to a wish expressed by the UNESCO Director-General, the host country
(France) set up amission for the purpose of deciding what works should be envisaged for the
restoration and improvement of the organization’s buildings. To carry out this task, the
French government appointed a renowned high-level architect, Mr. Joseph Belmont, the
Honorary Inspector-General of Construction of the French Government. Because of the
similarity in the problems confronting the UNESCO buildings and those of the United
Nations, part B of this chapter is devoted to a more detailed review of the case of UNESCO,
in order to provide areference to the Member States and Secretariat of the United Nations.

31. Referring to the prominent role that the host Government, as well as the City and the
State of New York have played in the successful development of the United Nations
Headquarters complex in New York, the ACABQ has in its recent report,™* encouraged the
active participation of the host Government, state and local authorities in the current capital
master plan project, including in its funding. The Inspectors concur with the ACABQ and
believe that such support needs to be solicited and encouraged in the implementation of the
current project for renovation and improvement works for the United Nations Headquarters
buildings (see Recommendation 3).

I mportance of in-house expertise in building management

32. Attention needs to be drawn to the necessity of in-house technical expertise not only for
construction projects, but also for maintenance and improvements. The Inspectors noted that
in a number of United Nations system organizations, technical expertise is available to
properly maintain buildings and their technical installations. Professional architects are
sometimes appointed as staff members responsible for the buildings and resources allocated
to have technicians available on a permanent basis. However, the availability of in-house
technical expertise for building management needs to be balanced with cost-optimization
through outsourcing. In other words, the core in-house technical expertise should be kept at a
cost-optimal level that enables the effective and efficient supervision of outsourced tasks, as
well as daily maintenance work.

33. High level professionalism of responsible Secretariat staff, including professional
architects and other technical staff, is required for the handling of large and complicated
capital expenditure works. This has been demonstrated by the experience of United Nations
system organizations such as WMO and UNESCO. During the whole period of design and
construction of the new WMO Headqguarters building, a special team was set up to handle all
the technical issues related to the construction. It is worth mentioning that the new
Headquarters building of WMO is impressive not only because of its fresh, aesthetic design,
but aso because of its user-friendliness, compliance with the local safety and security
requirements and high energy-efficiency, which ensure a sound and safe working
environment. UNESCO has recently established a Headquarters Division that encompasses
organizational units for the renovation of the Headquarters buildings, their maintenance and
Ssecurity.

34. This observation seems to be particularly relevant to the supervision of the
implementation of the capital master plan for the United Nations. In ensuring the quality,
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economy, efficiency and effectiveness of the implementation of the plan, it is indispensable
that the Office of Central Support Services be equipped with technically competent staff. The
Secretariat needs to keep control over the contractors providing services, since loss of
management and control capability over outsourced activities would negatively affect their
performance. As explained in a previous JIU report on outsourcing,’® the success of
outsourcing is determined by the availability of technically competent staff who supervise the
outsourced activities in terms of timeliness, quality and costs of products and services
delivered. The Inspectors therefore recommend that the Secretary-General ensure that the
Facilities Management Division of the Office of Central Support Services has sufficient
professional capability to supervise the implementation of the capital master plan (see
Recommendation 4).

35. A summary of the status of building management in selected United Nations system
organizations is attached as an annex. Given that the detailed information on practices of
building management in the United Nations and UNESCO is provided in the main text, these
two organizations are not included in the annex.

B. UNESCO project for restoration and improvement of its Headquarters buildings

36. The programme of restoration and improvement of UNESCO buildings, particularly its
headquarters main building constructed in 1958 and located at the Place de Fontenoy in Paris,
is a case with a number of similarities to the current problems facing the United Nations
Headquarters buildings.

37.The UNESCO Headquarters is a historical landmark located in a prestigious
neighbourhood of Paris. An international committee, composed of five world-class architects,
was constituted for the supervision of the construction and ornamentation of the building.
The international committee selected a project management team, and construction started in
1955 under its supervision. Three years later, in 1958, the Headquarters building was
inaugurated.

38. In 1952, the UNESCO General Conference accepted the offer of 2,025 million old French
Francs from the French Government for the construction of Buildings I, Il and Il on the
Place de Fontenoy. In 1960, the General Conference authorized the Director-General to
contract loans to construct an extension of the main Headquarters building. UNESCO took
out loans in 1960 and 1970, in accordance with decisions by the General Conference, after
unsuccessful attempts to obtain contributions and/or loans on favourable terms from Member
States.

39. The problems that UNESCO is currently facing are numerous. Firstly, in spite of the fact
that the building has aged, little upkeep work has been done since its construction. Owing to
major negligence and to the lack of attention which should have been paid to maintenance, it
is in a poor state; and does not provide the occupants with proper working and safety
conditions.

40. Secondly, the number of Member States increased from 70 in 1958 to 186 in 2000. The
that the Secretariat had to meet therefore also increased and diversified accordingly. While a
number of construction and extension projects were undertaken on an ad hoc basis with a
view to increasing the floor area, this has not fully met the increased requirements.



41. Furthermore, the buildings are not able to evolve and adapt to the structural modifications
and needs of the UNESCO Secretariat. Programme implementation operations have actually
been hampered. In conclusion, the building is no longer suited for its purposes.

42. 1n 1999, the French Government made available to UNESCO a renowned architect, Mr.
Joseph Belmont, to carry out a mission covering: (i) the restoration of the buildings at the
UNESCO Headquarters building site; (ii) bringing them into conformity with current safety
regulations; (iii) integrating them into their environment, and (iv) reviewing their potential
for extension in the long-term.

43. The progress report on the restoration and enhancement of UNESCO Headquarters drawn
up by Mr. Belmont was submitted to the UNESCO Secretariat in June 1999. It made
observations and conclusions that go well beyond the reactive and limited approach adopted
so far by UNESCO.

44. The proposal made by Mr. Belmont consists of a single project with three phases. The
first phase covers operations which are essential for the safety of individuals and the integrity
of the buildings. The second phase includes works necessary in terms of the functioning and
appearance of the premises, and the last phase concerns the expansion of Headquarters
premises by annexing a number of French Administration buildings on the place de
Fontenoy.

45. The cost of the renovation plan for the UNESCO Headquarters buildings, as prepared by
Mr. Belmont, totals USD 131.9 million, broken down as follows: (a) USD 21.5 million for
the first phase which aso includes constitution of a contracting authority and a project
management team for the renovation work; (b) USD 75.4 million for the second phase; and
(c) USD 35 million for the last phase.

46. The Secretariat submitted four financing scenarios which include: four borrowing options
entailing interest-free loans; or commercia loans with 5%-interest, repayable over 20 to 30
years and guaranteed by Member States, as well as other options; such as increasing the
regular budget to cover the investment without recourse to loans, and returning the buildings
to the host country, which would then ensure their maintenance (called “the FAO model”).

47.1n 1999, the UNESCO General Conference examined the question, and adopted a
resolution® involving the following measures:

a) The Secretariat obligates the minimum sum of USD 6.5 million for the renovation
and conservation of Headquarters buildings, in order to start implementing the first
phase of the renovation;

b) The Secretariat negotiates with Member States with a view to obtaining the most
favourable conditions for financing the second and third phases through voluntary
contributions from Member States, interest-free loans, or the two modalities
combined,

c) The Secretariat establishes a specia account to accommodate funds irrespective of
their source, including voluntary contributions in cash and in kind that Member States
were invited to make.
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48. In this connection, it should be noted that since the total cost implications of Phase 1
amount to USD 21.5 million, the balance of USD 15 million still has to be found. To thisend,
different possibilities have been explored such as interest free loans, commercia loans,
increasing the rental for space occupied by delegations, meetings, and seminars, and
extrabudgetary contributions by Member States.

49. In a report submitted to the General Conference held in 1999, the Director-General of
UNESCO laid emphasis on the particular role to be played by the host country in the context
of the restoration and conservation of the Headquarters buildings. He stated: “The UNESCO
Headquarters buildings are located in Paris, the capital of France: it is therefore only natural
that the host country should pay attention to the conservation and upkeep of these
buildings.”*’

50. It is worthwhile underscoring the fact that the French Government has responded
favourably to requests from the Secretariat. As already mentioned above, the French
Government set up a mission for the restoration and conservation of the Headquarters
buildings, making Mr. Belmont available to UNESCO. Furthermore, in his letter addressed to
the UNESCO Director-General accompanying the renovation plan for the UNESCO
Headquarters buildings, the French Prime Minister requested the Director-General to keep
him informed of any measure taken by the UNESCO Executive Board and Generd
Conference on the question of the buildings. Recently, the French Government has confirmed
its commitment to the implementation of the first and second phases of the plan by its
contribution of total amount of FRF 28.7 million, which will cover costs of emergency work
relating to safety and security of the Headquarters buildings, including conference facilities.
The contribution will be paid over the period of the 2000-2001 biennium. The French
Government has also agreed to partially underwrite the interest that UNESCO will have to
disburse for the loan needed to finance the renovation. It is expected that other Member
States will follow this example.

51. While the numerous problems of the UNESCO Headquarters buildings are currently far
from settled, a lesson could be learned from its case. It should be noted that smooth and
effective cooperation was made possible through a concerted effort between the Secretariat,
Member States and the host country to find a timely solution to the problem. Although each
organization has its history and specificity, a concerted effort such as exemplified by the case
of UNESCO could be a prerequisite for successful outcome in this case.
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V.  FINANCING OF MAINTENANCE AND CAPITAL EXPENDITURE

52. Financing of repair and improvement works as well as of capital expenditure is a key
issue in building management. As was already noted in the 1993 JU report on the
management of buildings in the United Nations system,'® under-funding of maintenance
eventually results in the deterioration of premises and equipment, requiring costly repairs-.
Within the framework of this study, the Inspectors carried out a survey on modalities of
financing building maintenance, repair and improvement works and capital expenditure.
Four specialized agencies are described below for their illustrative good practices in the
financing of maintenance and capital expenditure, for comparative purposes with the United
Nations.

World Health Organization (WHO)

53. At its twenty-third session held in 1970, the World Health Assembly decided to establish
a Real Estate Fund in order to replace a revolving fund for real estate operations.”® The
purpose of the fund is to meet the costs of: (i) maintenance, repairs and alterations to staff
housing; (ii) major repairs and aterations to WHO's existing office buildings; (iii) the
construction of buildings and extensions to existing buildings; and (iv) the acquisition of land
which may be required.

54. The fund is replenished or increased through appropriations by the World Health
Assembly from casual income. These appropriations are voted on separately from those for
the relevant budget year. WHO officials indicated that good private sector practices in
financing building management served as a model for the operation of the Real Estate Fund.

55. From its inception up to 1997, the Rea Estate Fund alocated resources amounting to
USD 57.8 million for the following purposes:

a) maintenance, repairs and alteration to staff houses (USD 5.8 million);

b) major repairs and other repairs to the Organization’s existing buildings (USD 22.4
million); and

¢) acquisition of land, construction/extension of buildings (USD 29.6 million).

The status of ongoing and new projects is submitted to the Executive Board for approval on a
regular basis.

United Nations Educational, Scientific and Cultural Organization (UNESCO)

56. UNESCO similarly set up a specia account the Headquarters Utilization Fund (HQF),
which is to accommodate funds and finance activities related to the use of the Headquarters
buildings. Issues related to the management of the HQF have been reviewed by the Executive
Board on several occasions. Most recently, at its 160" session held in October 2000, the
UNESCO Executive Board further clarified criteriafor the management of the HQF.

57. Expenditure for maintenance and upkeep, furniture and equipment in offices and meeting
rooms, exhibition spaces and facilities is charged against the HQF only to the extent that it
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does not derive from providing facilities for the General Conference, the Executive Board
and various programmes and staff activities. Staff costs expenditure, including temporary
assistance costs incurred in direct relation to (a) income generating activities and services,
and (b) administrative and budgetary management of HQF, is charged against the HQF. The
HQF is replenished with al receipts from the renting of offices to permanent delegations,
observer missions, intergovernmental organizations and other bodies, and all rentals from the
lease of meeting rooms, exhibition spaces and facilities, etc. Separate and specific financial
regul ations have been adopted by the General Conference and the External Auditor reportsin
respect of the HQF.

World Intellectual Property Organization (WIPO)

58.1n 1989, WIPO established the Special Reserve Fund for Additional Premises and
Computerization from which the additional premises needed to accommodate the staff and
equipment handling the ever-increasing activity of the Fee-financed Unions and the
investments needed for fuller computerization of their operations, are financed.

59. WIPO bought WMO'’s former Headquarters building in 1999. The cost of renovating this
building and the construction of new premises are financed from the Special Reserve Fund
for Additional Premises and Computerization. The Inspectors were informed that during the
1996-1997 biennium, costs related to the cooperation between WIPO and WTO (CHF 2.2
million), extension of a WIPO building (CHF 4.3 million), and an international architectural
competition for new buildings (CHF 0.3 million), were charged to this fund. Budget
surpluses are credited to the fund, which totalled CHF 223.8 million as of December 1998.
These budget surpluses were the outcome of the expansion of technological inventions
registered under the Patent Cooperation Treaty System, coupled with an increase of
registration fees.

World Meteorological Organization (WMO)

60. WMO established a specia account, the Building Fund, the purpose of which is to
finance future requirements, and to pay for the contingency expenditure for the new WMO
building in order to maintain its capital value. The proceeds of the previously mentioned
building sale (CHF 34.3 million) were credited to this account, and the balance of the Fund
amounted to CHF 15.4 million as of December 1999, after partial repayment of outstanding
loans on WM O buildings.

61. WMO has also established another special account, a New Building Maintenance
Reserve, to supplement funds allocated for the maintenance of the new building under the
regular budget. Recently, an amount of CHF 0.5 million was credited to this reserve account,
which represents unused rental income.

United Nations

62. The capital master plan (CMP) was prepared by the United Nations Secretariat with the
assistance of professional architects and engineers, and was presented to the General
Assembly as a report of the Secretary-General.”® The plan identifies the serious deficiencies
of the ageing buildings of the United Nations Headquarters, sets forth possible technical
remedies to the problems, informs the Member States of their financial implications and
proposes several financial options.
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63. The CMP concluded that the continuation of the current “reactive’ approach, in which
required aterations would be undertaken as and when the need arose over a 25-year period,
would cost the Member States USD 1,644 million; it was also the most expensive of the four
alternatives proposed in the above-mentioned report of the Secretary-General. It should be
noted that the current buildings are not energy-efficient, and, under the reactive approach, the
energy costs would amount to USD 490 million over the same 25-year period.

64. Three options are proposed under the CMP. Their duration is different in each case, and
ultimately determines the financial implications of each undertaking. In effect, three-year,
six-year, and twelve-year plans would cost USD 1,179 million, 1,290 million and 1,421
million respectively, including the costs of emergency work (except in the 3-year option),
construction, additions, improvements and swing space, as well as the total 25-year energy
cost.

65. Two types of options are proposed for the financing modalities of the capital master plan:
(i) cash payment options, and (ii) deferred payment options. The duration of the cash
payment option is determined by that of the project. However, in this scenario, large up-front
financial outlays would be required from Member States. For example, a six-year plan would
require an amount of USD 174 million for each year during the first three years of the project
period, and digressive amounts of USD 161 million, 135 million and 101 million respectively
for the subsequent years.

66. The three deferred payments options proposed in the plan imply a lesser burden for the
Member States. The first option is based on the assumption that Member States would grant
interest-free loans covering the full capital cost requirement. The second option is
commercia borrowing of the full capital cost requirement, at market rates, including loans
guaranteed by Member States, borrowing against the assets of the United Nations, and a bond
offering. The third option is a combination of interest-free loans and commercial borrowing.

67. The Inspectors note that the whole plan is well thought out, and that the financing options
have been explored in a highly professional way and are al technicaly viable. Technical
issues are clearly explained in a language understandable to non-experts. Nonetheless,
according to the ACABQ report, no independent analysis has been undertaken with regard to
the reliability of the cost estimates.” The Inspectors concur with the ACABQ that the
Secretary-General should work out the required measures against possible overexpenditures
and describe them in his next report on the CMP.

68. The Inspectors also note that the first report of the Secretary-General on the CMP
enumerated the various reasons for the high cost of the proposed undertaking, including: the
age of the buildings, their prolonged usage, changing building performance standards and
rising user expectations. Despite the efforts made by the Secretariat to remedy the major
deficiencies of the United Nations Headquarters buildings, the Inspectors remain of the view
that implementation of the CMP is nevertheless required, given the negligence the buildings
have been subjected to for such a long period. The negative consequences of such poor
management were aready pointed out in the 1993 JIU report on the management of buildings
in the United Nations system.? The Inspectors believe that regular preventive maintenance
and pre-maintenance of the installations, services and equipment of the United Nations
Headquarters buildings would have lightened the financial burden that might now be placed
on Member States. Another shortcoming of the CMP is the absence of an overall budget
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policy for building management, encompassing the regular budget and the CMP, as
recommended in the present report (cf. Recommendation 1).

Patterns of financing modalities

69. The survey carried out by the Inspectors indicates that there is a pattern in the financing
modalities for building management projects in the United Nations system organizations
studied. This pattern is based on the distinction between maintenance and repair on one hand,
and capital expenditure on the other. The distinction derives from the two types of costs
incurred in building management, i.e. costs of maintenance and repair work that does not
entaill a change in the book value of the buildings, and those of value-adding capital
expenditure.

70. The pattern of financing modalities indicates that maintenance and repair work is
financed by cash payment, principally through the regular budget, and occasionaly through
specia account arrangements. Capital expenditure for major improvements and construction
is ether financed by cash payment based on special account arrangements, by deferred
payment, i.e. loans from a quasi-governmental organization or commercial borrowing repaid
from the regular budget, or by a combination of the two methods. Based on the pattern, it
seems appropriate to conclude that:

- ordinary maintenance and repair work not entailing a change in the book value of buildings
should be funded under the regular budget on a regular basis, or through special account
arrangements if cash isavailable; and

- extraordinary work, such as construction or major improvements entailing a change in the
book value should be financed through special account arrangements in case of cash
availability, or by deferred payment.

71. Financing maintenance and repair works as well as capital expenditure through special
account arrangements, as reported above, is a widespread practice in the United Nations
system. The Inspectors are aware of the concern that special accounts create an exception to
budgetary standards and discipline. Such special accounts are in fact not subject to the
budgetary periodicity, and leave room for loose control over the efficiency, effectiveness and
timeliness of project implementation. Furthermore, under the special account regime,
resources made available by Member States might remain unused for a longer period than a
biennium.

Need for an institutional financial framework for handling substantive capital expenditures

72. The experience of United Nations system organizations, including the United Nations,
indicates the need for an ingtitutionalized financial framework to handle substantive capital
expenditure with which the biennial, regular programme budgets cannot cope. Some
organizations have accumulated valuable experience in the operation of specia accounts such
asthe Building Fund or the Real Estate Fund.

73. The Inspectors note that in response to the above mentioned inherent shortcomings of the
specia account regime, the United Nations system organizations having opted to establish
these funds have addressed concerns over the risks involved through strict application of
general or specific financial rules and regulations. These stipulate criteria for disbursement
and implementation of work plans in line with principles of budgetary and financial
discipline.
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74. In the Inspectors view, the United Nations should consider the feasibility of following
the practice of United Nations system organizations which operate special building
management accounts replenished from a mixture of sources (for example annual
contributions, budgetary surpluses, miscellaneous income, rental income), and set up one of
its own. They believe that this is a viable long-term option which ensures the financial basis
for preventive building management. The General Assembly should request the Secretary-
General to prepare a feasibility study for establishing a fund for the sole purpose of covering
the costs of maor repair, renovation, upgrading and replacement of equipment. (see
Recommendation 5).
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V. RATIONAL USE OF OFFICE SPACE BY ORGANIZATIONAL
UNITS OF THE SECRETARIAT

A. Use of modern management tools
Current indirect technique of programme cost budgeting for building management

75. The ongoing process of reform and modernization in the United Nations Secretariat
should also be applied to building management. The Inspectors noted that in most of the
organizations they visited or contacted, senior and middle level programme managers are not
fully aware of the financial implications of building maintenance and office space allocation.
This constitutes a major drawback: it means that the financial aspect is not taken into account
in the decision-making process, which can lead to cost-ineffective use of office space and
unnecessary extensions of premises.

76. Another negative consequence of the poor cost-awareness in building management and
use of office space is that the regular budget subsidizes extrabudgetary activities by
accommodating extrabudgetary staff in offices where maintenance is financed from the
regular budget. In the current environment of budgetary constraints, resources made available
under the regular budget are becoming scarce; furthermore, current programme support cost
arrangements do not alow full recovery of indirect costs incurred under the regular budget
for extrabudgetary activities. Therefore, awareness of financial implications of building
management is a critical element, not only in building management properly speaking, but
also in the management of regular budget resources in general.

77. Consequently, the Inspectors believe that due attention needs to be paid to the cost
implications of building management and use of office space. To this effect, a cost
measurement system for buildings maintenance and office allocation should be developed,
based on the idea that office space is not free, but should be considered as a scarce resource
to be used optimally.

78. Currently, the United Nations and most of the United Nations system organizations make
a budgetary estimate for maintenance and repairs of their premises under a single budget
section, separate from the other budget sections for substantive programmes. The costs of
maintenance and repairs of premises, as well as other indirect costs such as general operating
costs, are not apportioned among the substantive programmes. This method is not transparent
since, typically, a budget document does not show the total costs of programmes including
indirect costs. it only shows direct programme costs separate from aggregate amounts of
indirect costs. The Inspectors are aware that in the United Nations system organizations,
activity based budgeting with full costing of each substantive programme activity is not in
use, unlike in the private sector; and that linking such a full costing method to the current
budgeting techniques would require a highly complex operation within their budgeting and
accounting systems. However, the lack of transparency could be overcome through an
adeguate cost measurement system, which apportions indirect costs, including costs of
building management and office use, over relevant substantive programmes, as additional
statistical information to facilitate budget review. Currently, similar ancillary statistical
information is aready provided as workload statistics in the United Nations programme
budget document.
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Experiences of UPU and ITU with a cost measurement system

79. UPU and ITU apportion maintenance and repair costs, as well as other indirect costs to
programmes, for cost recovery purposes. For instance, UPU’s translation services in some
languages such as Spanish, Russian and Portuguese, are financed from voluntary
contributions. Given that these trandators work on UPU premises, the UPU Secretariat
apportions indirect costs for building maintenance and repair, as well as other general
operating costs to these translation services, in order to recover the costs.

80. ITU applies a similar methodology for cost apportionment and recovery purposes at the
corporate level. This cost apportionment policy is based on principles such as:

a) equitable distribution of a service among all activities concerned;
b) the greatest consistency and reliability possible in the costs being distributed;
c) transparency of the allocation process; and
d) sufficient flexibility to permit application to new products/services.
Need for a cost measurement system for building management

81. In the area of building management, cost apportionment is a good method to rationalize
the use of resources for building management: it enhances programme managers awareness
of such indirect costs. The apportionment of building management does not require
complicated financial operations, thanks to off-the-shelf software applications designed for
this purpose. These have a wide range of functions for managing and measuring the costs of
office space. They often also cover the management of equipment (inventory and
mai ntenance requirements). By combining various functions, these software applications are
able to perform complex operations time-effectively and with far fewer human resources. The
Inspectors are informed that such software applications for building management are already
in use in a number of United Nations system organizations, including the United Nations. It
seems essential that the United Nations should use modern information technology more
effectively, in particular to provide cost implications of building management to senior
management and other programme managers for their use in decision-making. In addition,
the use of information technology coupled with well-defined outsourcing would result in a
reduction in building management costs.

82. For these reasons, the Secretary-General should report to the General Assembly on the
feasibility of systematizing the use of modern management tools such as information
technology, in managing the organization’s built assets, and introducing a cost measurement
system that measures operating costs of office space by organizational units of the Secretariat
(see Recommendation 6).
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B. Using capital expenditure projectsas an opportunity to review and enforce standards
for office space allocation

Allocation of office space at United Nations Headquarters

83. The Inspectors are left with the impression that the practice of office space allocation at
Headquarters is irrational. Senior officias tend to acquire additional office space.
Programme managers prefer to stay within the main Headquarters building, which
necessitates providing incentives in the form of more generous office space, to those
organizational units that move out of the main building. Such irrational use of office space
results in overcrowding, implying poor working conditions on one hand, and large, half-
empty offices that waste resources on the other. Asreferred to in the 1992 JIU report on the
utilization of office accommodation at United Nations Headquarters,?® disputes on office
accommodation due to the poor working conditions are often time-consuming and disturb the
course of working operations, resulting in wasted resources.

84. The Inspectors are informed by United Nations Headquarters officials that office space
standards are not systematically applied. Organizational units of the United Nations
Secretariat are scattered among different buildings designed to different standards. Different
designs of office space and facilities make it difficult to apply a single standard.

Irrational use of office space in United Nations system organizations

85. The trend towards the irrational use of office space is observed in other United Nations
system organizations. A number of organizations, e.g. FAO, ITU, UNESCO, WHO and
WIPO, have several differently designed buildings. ITU officials indicated to the Inspectors
that the whole complex of the ITU buildings is a patchwork, progressively expanded by
adding one building to another, resulting in a variety of architectural designs which makes
difficult to enforce uniform office space standards. WHO has experienced the same problems
in the past, and, because of the expansion of its activities, the problem is expected to
continue. However, in 1994, WHO management elaborated and enforced revised standards
on the rational use of office space, and recently revised them again.

Recent decision by the UNESCO Executive Board for the rationalization of Headquarters
building management

86. The Headguarters Committee of UNESCO has been undertaking an in-depth and
exhaustive examination of ways in which to rationalize the management of the UNESCO
Headquarters premises. In this connection, the Director-General of UNESCO recently
submitted a report prepared in cooperation with the Headquarters Committee, addressing
issues of rental charges for offices of the Permanent Delegations, conference and exhibition
rooms and areas for outside users, as well as issues relating to rental rates for the use of
parking places by Permanent Delegations and staff members of the Secretariat.

87. At its 157" session, the UNESCO Executive Board approved the following, as temporary
measures with effect from January 2000: (a) a new system for the rental of office space in a
UNESCO building; (b) an increase in the rate for parking places; and (c) new rates for the use
of conference and exhibition rooms and areas used by outside users.** While this decision is
not directly linked to the project for renovating the UNESCO Headquarters building, the
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Inspectors believe that carrying out the comprehensive review of building management
currently underway alongside the renovation project, is good management practice which
creates synergy among al involved in the various aspects of building management.

Refurbishing work at United Nations Headquarters as a unique opportunity to revisit and
improve office space management

88. The Inspectors are of the view that the refurbishing work at United Nations Headquarters
presents a unique opportunity to revisit and improve office space management in the whole
Organization, and at Headquarters in particular. Software applications currently in use at
United Nations Headquarters will greatly facilitate the task of reviewing the situation. In
order to achieve efficiency and economy in office space management, and to provide
acceptable working conditions for the staff of the United Nations Secretariat, the Secretary-
General should review:

a) standardsfor the utilization of office space;

b) occupancy of space by non-Secretariat units;

c) rental charges applied and their rationale; and

d) current and projected office space requirements.
89. In the context of the capital master plan, the Secretary-General should report on office
space management, indicating the need for any eventual changes in office space standards
(see Recommendation 7).
90. The Secretary-General should revise and enforce norms and standards for office space

alocation at United Nations Headquarters and other duty stations in order to avoid
discrimination and disputes (see Recommendation 8).
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Annex

SUMMARY OF THE STATUS OF BUILDING MANAGEMENT
IN SELECTED UNITED NATIONS SYSTEM ORGANIZATIONS

This annex was provided to the United Nations Secretariat on 1 December 2000 for
information purposes, and is reflected in General Assembly document A/55/117/Add.1 of 13
December 2000.

FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS (FAO)

Legal status of properties and related issues: The FAO buildings are the property of the
Italian Government, held in usufruct by FAO under extra-territoria status. They are rented by
FAO for a symbolic ITL 1 a year. The rights and obligations of the host country and FAO
were most recently spelt out in a 1990 |etter which complements the headquarters agreement.
This clearly states that when FAO needs additional space outside its compound, the host
country pays for the rent.

Financing of capital improvements, repairs and construction: All FAO’s maor expenses
are paid directly by the Italian government. The organization thus does not need to build up
reserves to cover the cost of magor improvement and repair works. On the other hand,
ordinary day-to-day maintenance is encountering problems of financing due to diminishing
resources. In response to this, the government and the private sector have made
extrabudgetary contributions on an exceptional basis, to cover the costs of some of the works.
For instance, FAO is presently building a hall linking two of its buildings with contributions
from marble companies; and in exchange for the permission to install inconspicuous relay
antenna on the FAO buildings, telecommunications companies are also providing some
financing. The organization has not taken out any loans for building maintenance.

Property management: There is no integrated management information system for building
management: the Administrative Services Division uses Excel and other standard software.
It plans to purchase more sophisticated software that integrates spreadsheets and graphics in
the near future. All maintenance is outsourced to an external firm. The buildings are well
maintained. Currently, there is no asbestos problem, athough it has been detected and treated
in one or two instances. In addition, the Ministry of Public Works will alocate USD 10
million to renovate the library. With regard to safety norms and inspections, FAO abides by
Italian standards, which follow European standards.

Concerning space management, existing guidelines for the allocation of office space comply
with general United Nations standards. The Infrastructure Service of the Administrative
Services Division is responsible for building management. In 1994-1995, the division had
352 staff and a budget of ITL 36.7 billion. In 2000, however, resources have been reduced to
174 staff and ITL 28 billion. The division is divided into four Services, including the
Infrastructure Service, which has a Chief (D-1), one Deputy (P-5), two engineers and two
architects. There are aso two technicians for each field of maintenance (electricity,
plumbing, etc.), who serve mainly to liase with the private companies to whom maintenance
has been outsourced.
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INTERNATIONAL LABOUR ORGANIZATION (ILO)

Legal status of properties and related issues. ILO owns its Headquarters building and the
land on which it islocated. The building is 25 years old.

Financing of capital improvements, repairs and construction: ILO has a Building
Accommodation Fund (BAF), which is a small fund financed mainly from office rentals. It
pays for unforeseen and urgent repairs not covered by the regular budget. The BAF aso
contributed to the financing of construction works for ILO field offices in Cote d'Ivoire,
Pakistan and Brazil.

Property management: ILO uses an information system for buildings called Building
Management System, which is a module-based software package developed by an externa
firm. This system was introduced initially to manage a wiring system used for the LAN, but
was expanded at a later stage to the management of buildings, in order to regulate room
temperature and handle the logistical aspects of office space allocation. The Secretariat has
developed a partnership with a number of contractors in the area of building management.
Budgetary provisions for outsourced building management activities amount to 80% of the
total programme costs for building management (i.e. excluding staff costs). ILO does not use
a cost accounting system which breaks down and apportions costs of building management to
different programmes. The budgetary provisions for maintenance are 15 per cent higher than
those for renovation.

INTERNATIONAL TELECOMMUNICATION UNION (ITU)

Legal status of properties and related issues: ITU is the owner of the Headquarters
buildings and has the enjoyment of superficies, while the land belongs to the Swiss
Government. The design and construction of the most recent building were awarded to an
architect and to a general contractor respectively — and in both cases through International
competitive bidding. The cost estimates of the new building were reviewed in detail by a
commission established within the Secretariat, and subsequently approved by governing
bodies.

Financing of capital improvements, repairs and construction: In the past, ITU managed
to allocate sufficient resources for building management, and construction projects such as a
new cafeteria and a new building. The Fondation des immeubles pour les organisations
internationales (FIPOI), a Swiss federa ingtitution in charge of buildings and premises of
international organizations based in Switzerland, granted interest-free loansto ITU in order to
finance the above-mentioned construction projects. In particular, FIPOI granted the ITU an
interest-free loan of CHF 49 million, reimbursable over a period of 50 years, for the
construction of the most recent building. The loan reimbursement is financed through the
regular budget. The Governing Body and management of the ITU Secretariat have approved
the alocation of sufficient resources for building construction and maintenance. These have
been reduced due to budgetary constraints, though this had not had a major impact on the
actual building management operations. The organization has prepared a financial plan for
building maintenance for the period 2000-2007, which will be presented to the Council of
Administration for its review and approval. This demonstrates that ITU has aready put in
place along-term planning system for maintenance work. Furthermore, thereis afund called
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“maintenance fund” (fond d’entretien), which finance maintenance work. This fund is
financed by annual instalments of CHF 750,000 from the regular budget. However, the ITU
has indicated that this amount is not sufficient to cover even the most urgent needs. Thisis
due to the cumulative effect of insufficient maintenance, for the sake of budget “savings’,
over many years. Resources from the Reserve Account, which is financed from the budget
surpluses, may therefore be designated by the ITU Council to complement the maintenance
fund.

Property management: The ITU Council adopted a resolution requesting the Secretariat to
comply with legal provisions of the host country with regard to the norms and standards for
buildings, including those on safety and security. ITU has no management information
system used for building management. Cleaning of the buildings is totally outsourced. The
ITU has recognized the importnace of energy costs (heating, air-conditioning, etc.), because
those costs constitute a critical factors for substantive and financial management of buildings.
There is a cost accounting system, which apportions overhead costs, including costs of
building management, over all major programmes.

Asbestos was used in the old buildings of the ITU. In 1997, a specialized private firm
removed it at the request of the Secretariat. ITU is not using any standard parameter to
determine the level of resources to be allocated for maintenance of buildings. Instead, the
resources are justified based on a thorough review of requirements (from scratch).

Regarding space management, the whole complex is a patchwork progressively expanded by
adding one building to another, resulting in different types of architectural design of office
space. This is the reason why it is difficult to apply the same service norms and the same
standards for office space allocation in ITU as a whole. However, an indicative standard is
established at 7 sguare meters, at minimum, per person. The organizational unit handling
issues related to maintenance and repairs of the ITU buildings is headed by a D-1 post, and
staffed by a P-4 post (an architect) and two G-7 posts.

UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES (UNHCR)

Legal status of properties and related issues. UNHCR’s current building is not the
property of UNHCR, but of FIPOI, the Fondation pour les Immeubles des Organizations
Internationales. UNHCR is responsible for the supervision of the building. The supervisor
would welcome closer coordination with other UN entities in the field of building
management.

Financing of capital improvements, repairs and construction: The rental paid to the
Fondation des immeubles pour les organisations internationales (FIPOI) is financed
through voluntary contributions to UNHCR’s annual budget. The rental, according to the
Swiss practice also includes a percentage for renovation.

Property management: There is no official policy for building management. Some building
management functions are outsourced under the supervision of a staff member who is an
architect. The supervisor (architect) works closely and informally with the Swiss authorities
concerning safety and other matters. Since UNHCR is an international organization, local
rules do not always apply to it. Currently, the organization has problems related to office
gpace alocation. When the agreement with the host country was signed, UNHCR staff at
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headquarters totalled 350, but have since then increased to the current staff level of 900.
Originally, the building was also meant to be shared with other international organizations.
However, by the time it was completed it turned out not to be sufficient even to accommodate
UNHCR staff, due to the increase in the activities of the organization. UNHCR therefore has
to rent offices and additional space for workshops in commercia buildings. Currently, there
are about 90 people on each floor. The only existing policy for office allocation is the
standard based on post grades. The Building Service Unit has one P-4 and 13 GS staff, and
two technicians provided by FIPOI who are under the direct supervision of the UNHCR
architect.

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION (UNIDO)

Legal status of propertiesand related issues: The Vienna International Centre and the land
onwhich it islocated are the property of the Austrian Government.

Financing of capital improvements, repairsand construction: Building management costs
in Vienna International Centre (VIC) are shared according to a formula which takes into
account the number of staff and the space occupied by each organization. The ratios for 2000
are asfollows:

(i) International Atomic Energy Agency (IAEA): 51.65 per cent;

(ii) United Nations Office at Vienna (UNQV): 22.78 per cent;

(iif) UNIDO: 18.1 per cent; and

(iv) Comprehensive Nuclear-Test-Ban Treaty Organization (CTBTO): 7.47 per cent.

For 2000, building management requirements were financed from three different funds:

(1) the regular budget, amounting to USD 17.5 million, including USD 6 million for utilities;
(i) the essential requirements programme, amounting to USD 2.6 million; and

(iii) the Major Repair and Replacement Fund, amounting to USD 1.9 million, to which the
Austrian Government contributes the amount of approximately USD 930,000.

Furthermore, additional projects worth approximately USD 2 million per annum have to be
implemented outside the cost sharing agreement and are fully financed by various Vienna
International Center-based organizations.

Property management: UNIDO provides building management-related services to the other
three international organizations based in the Centre, the IAEA, the UNOV and the CTBTO.
The Building Management (BMS) of UNIDO is responsible for providing the service and is
located in the Office of the Director-General. The management, bookkeeping and recording
of office space is the responsibility of BMS, whereas the allocation of space within each
organization rests with the associated General Services Departments of the VIC-based
organizations, each of which hasits own standards for office space allocation.

WORLD FOOD PROGRAMME (WFP)

Legal status of propertiesand related issues: The rental of the building, which belongs to
a private company, amounts to approximately ITL 7 billion per annum, and is entirely
reimbursed to WFP by the Italian Government. All obligations and rights are governed by the
headquarters agreement.
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Financing of capital improvements, repairs and construction: A biennia system is
deemed suitable to cover the ordinary maintenance and expenses, while unforeseen
emergencies are taken care of within budgetary resources.

Property management: Guidelines for the preventive maintenance of the building and for a
monitoring and inspection system are contained in the terms of reference for the general
maintenance contractor, document 027/98MSA-09. Guidelines for cleaning services are
contained in the terms of reference of document 019/98M SA-05.

The building was extensively refurbished in early 1998 when WFP moved into the premises,
and all alterations to meet the Programme’ s needs were implemented at that time. Only minor
expenditure for ateration has been made since then, related to the extra space required by the
ongoing management information system projects and specia events. The following tasks
and services concerning building maintenance are outsourced: cleaning, gardening and waste
disposal; electrical and mechanica systems; elevators, and the security system. The main
additions made over the past two years include: institutional signs (USD 60,000), external
cafeteria roofing (USD 30,000), a fire escape gangway (USD 18,000), safety improvements
for elevators (USD 27,000), motorized garage gates (USD 10,000) and a motorbike shed
(USD 7,000).

Where space management is concerned, entitlements follow basic criteria established by
United Nations system organizations (IFAD, ILO, IMO, UNIDO and FAO). Space
apportionment to staff is based on an open-space concept, with the exception of division
managers who are entitled to private offices. Furniture is in line with international ergonomic
regulations. The office responsible for the building management provides all the services
needed to ensure physical comfort and aesthetic surroundings for staff and visitors to
Headquarters.

WORLD HEALTH ORGANIZATION (WHO)

Financing of capital improvements, repairs and construction: The existing Real Estate
Fund (REF) is managed in accordance with the WHO Financial Regulations and Rules. No
policy has been established for financing construction, improvements and repairs, or building
management in general, but a policy is thought to be needed for WHO. There are no specific
regulations and rules enacted for the financial management of REF. The prevailing opinion is
that private sector practice in financing building management would be a model. From the
time it was established until 1997, the REF allocated resources totalling USD 57.8 million for
the following purposes. maintenance, repairs and ateration to staff houses (USD 5.8 million);
major and minor repairs to the Organization’s existing buildings (USD 22.4 million); and
acquisition of land, construction/extension of buildings (USD 29.6 million). The status of on-
going and new projects is reported and submitted to the Executive Board for approval on a
regular basis.

Property management: WHO does both reactive and preventive maintenance of technical
installations and buildings. The staff interviewed indicated that routine maintenance does not
require major resources. As a management information system, WHO uses a software
package for office space management which is an integrated applications module for facilities
management used by several international organizations, such as the United Nations and
WIPO. This software facilitates several building management functions by keeping track of
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staff locations, office equipment, furniture, technical installations, cables, etc. The agency has
found these software modules very useful. The WHO Secretariat has not developed a cost
accounting system for identifying actua costs of building management. It charges rent to
external organizations such as UNAIDS on a per sguare metre basis including charges.
Internally, actual costs for building management (repairs, improvements, maintenance etc)
are not broken down by programme, nor by organizational unit.

Where space management is concerned, WHO Headquarters will be short of office space by
additional 200 office modules in the future. In the long term, the problem will only be
alleviated by the construction of a new building. The current policy on the distribution of
Headquarters office space dates back to 1994, and was designed to make the best use of the
existing office space so as not to build new premises until 2000. Due to new requirements
originating from the recent restructuring, a new standard was introduced in July 2000.

WORLD INTELLECTUAL PROPERTY ORGANIZATION (WIPO)

Legal status of properties: WIPO has four buildings (the Arpad Bogsch building, the Georg
Bodenhausen | and Il buildings, and the former WMO building) under its ownership. The
Swiss Government owns the land on which the buildings are located but WIPO is exempted
from paying ground rent since January 1997.

Financing of capital improvements, repairs and construction: The budget includes
provisons for maintenance and modernization of the existing premises, facilities and
equipment. The cost of renovating the former WMO building and the construction of new
premises are financed from the Special Reserve Fund for Additional Premises and
Computerization that was set up in 1989 specifically for such purposes. Budget surpluses for
the Patent Cooperation Treaty Union, the Madrid Union and the Hague Union from 1990-
1991 to 1998-1999, were paid into this fund. The fund’'s balance amounted to CHF 236.9
million as of December 1999. The organization was granted two loans from FIPOI - for the
construction of the Arpad Bogsch Building and the renovation and enlargement of the Georg
Bodenhausen | Building - which are to be repaid over the periods 1979-2028 and 1990-2039
respectively. The Swiss Confederation decided not to charge any interest on the loans,
effective January 1996. Extraordinary maintenance is outsourced to external enterprises.
Budgets in the past have not foreseen any specialized staff for short-term technical work.
Budgetary provisions are foreseen only for those technical staff and programmes that were
essential for ordinary maintenance works. An “audit” of the technica instalations was
outsourced and carried out by an external expert, on the initiative of the Secretariat. WIPO
rents office space in six buildings scattered around Geneva (Centre administrative des
Morillons, Fondation du centre international de Geneve, Union Carbide/lUNHCR,
International Business Machines, Procter and Gamble, and Sogival buildings), and parking
spaces in those rented buildings as well as in the Parking des Nations; it aso rents storage
gpace in two depots (Collex and Meyrin). WIPO also rents office space in the United Nations
DC 2 Building in New York. The acquisition of the former WMO building and the
construction of new premises will result in a savings in rent, as well as in a better working
environment achieved by bringing the staff together in the vicinity of the premises owned by
WIPO. In replacing the elevators in the Arpad Bogsch Building, modern equipment and
software were chosen for better performance and lower maintenance costs.

Property management: WIPO has maintained a reasonable level of resources for
maintenance of its premises, in order to prevent problems requiring major
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mai ntenance/improvement and to ensure optimal conditions in terms of working environment
for government representatives, its staff and the public. Even during the early 1980s when
WIPO faced serious financial problems due to inflation and the strong United States dollar,
budgetary provisions for maintenance of premises were continued. WIPO officials confirmed
that all the premises comply with the health and safety rules stipulated by Swiss law, and that
there is no asbestos problem. They also pointed out that the budget is based upon expected
requirements. In this connection, the WIPO Secretariat did not consider maintenance-to-cost
ratios to be useful.

WORLD METEOROLOGICAL ORGANIZATION (WMO)

Legal status of properties and related issues. The WMO building is the property of the
organization while the land belongs to the Swiss government.

Financing of capital improvements, repairs and construction: WMO established a specia
fund—called the Building Fund—to finance future requirements and to pay for the contingency
expenditure necessary to maintain the capital value of the new Headquarters building. Part of
the income from rent is used for financing building maintenance. Tenants also pay for the
cost of utilities in proportion to occupied space. The offices on two floors are rented
furnished and the furniture is depreciated over 8 years. The total cost of the new building
amounts to about CHF 100 million. WMO obtained an interest-free loan of CHF 75 million
from FIPOI, which is to be repaid over a period of 50 years, and financed from the regular
budget. The balance was financed from the proceeds of the sale of the former WMO building
to WIPO. Should WMO rent more than 30 per cent of its total office space (i.e. more than
two floors of offices) to third parties with no functiona relations with WMO, the loan
reimbursement procedure may be reconsidered by common agreement between WMO and
FIPOI. All overhead costs are included in the loan.

Property management: Maintenance falls totally under the responsibility of WMO. The
Common Services Division is responsible for building management. There is a separate
building management unit within it, which is presently composed of the Chief, Building
Maintenance Unit, a P-4 post, and one Maintenance Technician, a G-6 post. The sum of CHF
4.2 million is allocated for maintenance under the regular budget. In addition, the
organization’s annual income from rent amounts to CHF 1.1 million.
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