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Towards a Comprehensive Real Estate Strategy – Phase 1: Assessing the Needs
Background

OAS members have been discussing the issue of the real property strategy for many decades. 
The original focus was on assessing the state of maintenance of the OAS historic buildings and associated costs for their repairs and regular maintenance. In 2008, it was estimated that $40.4M was required to address deferred maintenance costs.  
These costs reflected that over the years, the OAS did not budget sufficient resources to carry regular maintenance activities, leading to the deterioration of OAS’ buildings.
To cover the costs associated with the regular and deferred maintenance of OAS buildings, a number of options were explored over the years, including:
i) Special assessment

ii) Voluntary contributions

iii) Commercial financing

iv) Rental of existing property

v) The sale of existing property

After discussing the first four option, member states focussed on the last one, the sale of existing property, and in particular the sale of the Casa del Soldado, which houses the Inter-American Defense Board (IADB), a building the OAS had purchased for the IADB in 1951.
From 2010 to 2016, OAS members considered the possibility of selling the Casa on various occasions. While all OAS buildings required repairs, it was felt that the majority of OAS employees were working in the Administration building (19th Street) and General Secretariat Building - GSB (F Street), and that the proceeds of selling the Casa could be used to cover a portion of the deferred maintenance costs for other buildings. However, OAS members were never able to reach a decision on selling the Casa, some arguing that a more comprehensive real estate strategy was needed to make an informed decision. Although the Secretariat for Administration and Finance (SAF) provided a large amount of information over the years, a real estate strategy was never adopted.

Proposed Approach

The analysis to date has been based on the assumption that the OAS would retain all of its buildings with the exception of the Casa del Soldado, which would be sold to cover the deferred maintenance costs of the other buildings.

The challenge with this approach is that the proceeds from selling the Casa (approximately $16 million based on an offer received in 2016) would only cover a portion of the deferred maintenance costs for the other buildings (currently approximately $37.7 million). Additional funding would therefore be needed to cover the costs of the remaining deferred maintenance. Furthermore, once the Casa is sold, the OAS would still have to pays over $7.3 million per year in annual recurring costs (utilities, maintenance, and recapitalisation costs, which are savings for longer term repairs such as roofing, etc.) for the remaining buildings, an amount far beyond the Organisation’s financial capacity. The OAS could afford annual recurring costs of $4 to 5 million, if all deferred maintenance was completed. 

Until now, instead of looking at the costs for keeping all the buildings, it does not appear that OAS members considered in a meaningful way what the actual needs of the Organisation are, i.e., how much total space is needed for the OAS (and the IADB) to house all their staff and to conduct their regular activities. The first step of this needs-based approach is to calculate the space required by the OAS. The second step is to conduct a gap analysis by comparing the space required with the space currently owned. This analysis could identify the excess or shortage in real estate space owned by the OAS. As a third step, we will look at the total maintenance cost for each of the OAS building (deferred and regular) and, as a fourth step, compare with what the cost should be based on industry standards. This analysis could identify how much money the OAS is investing in maintenance compared to what it could be with the appropriate space.
This comprehensive analysis should review all the properties owned by the OAS in the Washington D.C. area. It should be noted that the OAS does not own any property outside of the D.C. area. The building of the Inter-American Children’s Institute is owned by the Institute, and national offices are either renting office space or this space is provided by the host government.  

Step 1: Assessing the OAS Needs in the DC Area (see Annex 1)
1) To do the needs analysis, we must first estimate the number of employees working at the OAS currently. We must consider regular employees, associates, CPRs, interns and allow for some flexibility for future growth.  

Considerations

· In the context of the OAS, our working assumption is 800 employees (656 current employees at the OAS (including CPRs and interns), 82 at the IADB, plus 62 extra employees for future flexibility). 

· This number assumes that over time, as the financial situation of the OAS improves, a number of CPRs and interns will likely be converted into regular positions. 
2) Using this information, we then must assess the “space needed” for all these persons to conduct their activities (office space, meeting rooms, etc). To do so, the preferred approach, given our location in Washington, is to use the USA General Services Administration ‘Workspace Utilization and Allocation Benchmark”, which is the standard used across the country for private sector, public sector and other organisations. This standard uses the measurement of the ‘rentable square footage - RSF’, which basically represents the total square footage of a building (e.g., 200 feet X 200 feet X 5 floors) minus the space taken by the stairwells, elevator shafts, parking, etc., which cannot be used to conduct business activities. Using RSF takes into account the need for meeting rooms, halls, etc.
The GSA Workplace Utilization and Allocation Benchmark standard provides a range of rentable square footage depending on the work environment, ranging from 100 to 230 RSF per employee.

Considerations

· In the context of the OAS, we should calculate needing 230 RSF per employee. By using a more generous RSF number, it ensures we have sufficient space for the OAS and the IADB to conduct all their regular activities and that they have sufficient meeting rooms, etc. 
· Using our working assumption of 800 employees multiplied by 230 RSF per employee, it suggest that the OAS and IADB would need in total 184,000 RSF
Step 2: Assessing what the OAS Owns in the DC Area (see Annex 2)

1) The next step is to consider how much space the OAS actually owns, using the same RSF measurement. We should use for the purpose of our calculation the key buildings where office space is found, namely the Administration (19th Street), General Secretariat Building - GSB (F Street), and the Casa del Soldado. While some employees work in the Main Building (17th Street) and the Museum, the quantity is negligible and these buildings are mostly used for meetings space or cultural events. Furthermore, these buildings are the essence of the OAS physical identity.
Considerations
a. When considering these three buildings, based on information provided by the OAS SAF, we estimate that the OAS has 316,377 RSF available for its employees in the Administration, GSB and Casa del Soldado.

2) Based on the above, the data suggests that the OAS and the IADB have 132,377 RSF above what they would actually need when using the generous standard of 230 RSF/employee.
Step 3: Assessing the Maintenance Cost of OAS Buildings in the DC Area (see Annex 3)
1) The next step in establishing a long term real estate strategy is to look at the actual maintenance costs of OAS buildings. Data already shared by the SAF and the OAS Annual Budget provide useful information on the deferred maintenance and annual financial resources allocated to the maintenance of OAS building.

Considerations

a. The latest estimate of deferred maintenance for all OAS buildings (including the Main building, the Museum, the Casita and the Casa del Soldado) is approximately $37.7 million, of which $5 million is critical maintenance.

b. Based on information provided by the SAF, the OAS is budgeting approximately      $4.1 million annually to cover the costs associated with utilities (phone, gas, electricity) security and cleaning for all its building. No funds are set aside for maintenance and recapitalization. Any available fund at the end of the year is used to do critical repairs.
2) However, this information only provides a partial image of the annual recurring costs. Industry standards suggests that in addition to costs associated with utilities, security and cleaning, an organisation should also budget for annual regular maintenance/repairs costs, and also set aside an annual amount to plan for ‘recapitalisation’ which is for longer term major repairs as building get older (e.g., changing the furnace, electrical system, roofing, windows, paving, etc.). Industry standard suggests 2% of the building replacement value should be set aside for annual maintenance, and 1% for recapitalisation, for a total of 3%.
Considerations

· In considering a real estate strategy, we must take into account this additional money that should be set aside on a yearly basis for annual maintenance and recapitalisation. Not doing so would be imprudent and it is exactly the reason why the OAS is in the current situation of having $38 million in deferred maintenance, because it did not budget for it in the past.

· The conservative assessed value of all OAS building in Washington (using the property tax assessment) is approximately $288 million.
· Using the industry standard, the OAS should therefore set aside each year 3% of the total assessed value of its building, or approximately $8.6 million.

· When adding the annual costs for utilities, etc., it means that the OAS should budget for approximately $7.3 annual recurring costs, which represents 10% of its total budget of $72 million. 

Step 4: Assessing what the Annual Recurring Costs Could Be for the OAS Actual Needs
1) Using this information, we can now analyse the actual recurring costs for the office space owned by the OAS, and extrapolate what the cost could be for what the OAS actually needs. For the purpose of this analysis, as explained above we should focus on the GSB, Administrative and Casa del Soldado where the majority of OAS employees have their offices, and leave aside the Main building and the Museum/Casita or other properties.
Considerations

· The GSB, Administration and Casa del Soldado, where the vast majority of employees have their office/activities, represent 316, 377 RSF. Using the prudent planning approach described above, the OAS should budget $5.3 million annually for recurring costs for those buildings alone (utilities, maintenance, recapitalisation). 

· From there, we can extrapolate what the annual recurring costs could be for the 184,000 RSF the OAS would actually need for the same number of employees. 

· Using a basic ‘rule of three’, for 184,000 RSF, the annual recurring costs would be approximately $3.1 million. For comparison purposes, the GSB, which provides 244,412 RSF, the annual recurring costs are $4.9 million. This suggests that our assumption is relatively accurate, and that the recurring costs on the GSB are higher than what we should pay. 

· Consequently, restricting its office space to approximately 184,000 RSF, the OAS could potentially be saving $3 million in annual recurring costs (using a prudent approach).  
Next Steps
· Discuss and agree on the OAS actual needs;
· Identify and discuss options for a needs-based real estate strategy that would aim at ensuring the OAS has the space it needs and can actually afford this space. This analysis should include elements such a cost benefit analysis of selling or renting surplus space, costs associated with optimizing available space, etc.

· Develop a ‘menu of options’ and recommendation for consideration by the CAAP and the PC.

Annex 1

	
	
	
	
	

	
	
	
	
	
	
	

	OAS pers (incl Interns & associates)

656

IADB pers 

82

Total # OAS pers in DC area (incl IADB)

738

Conservative Working Assumption # OAS pers in DC area (incl IADB)

800

Space requirement = 230 Rentable Square Feet (RSF)/employee 

230

* includes shared spaces,

meeting rooms, etc.

OAS Office space required (incl IADB) =

150,880

RSF

IADB Office space required =

18,860

RSF

total

169,740

RSF Requirement using Working Assumption for # of employees

184,000

References (with hyperlinks):

1: GSA Workspace Utilization and Allocation Benchmark  , p. 9-10
2: University of San Diego - Estimating Office Space per Worker
3: https://www.squarefoot.com/office-space-calculator
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Annex 2 – Space Owned (DC Only)
	Type of Space
	Building
	Year of Construction
	Address
	Construction Area (sq. ft)
	Rentable Square Footage (RSF)
	Restrictions on use/sale?
	

	Offices / Meeting
	1
	OAS General Secretariat Building (GSB)
	1978
	1889 F Street N.W.
	362,217
	244,412
	N
	

	
	2
	OAS Administration Building (ADM)
	1948
	19th Street and Constitution Ave N.W 
	63,799
	51,307
	Y
	

	
	3
	Casa del Soldado
	1905
	2600 16th Street N.W 
	33,500
	20,658
	N
	

	
	 
	 
	 
	Sub Total (1-3)
	459,516
	316,377
	 
	

	
	
	
	
	
	
	
	
	

	Cultural / Meeting
	4
	OAS Main Building (MNB)
	1908
	17th Street and Constitution Ave N.W.
	109,609
	63,359
	N/A
	

	
	5
	OAS Art Museum of the Americas  (Museum)
	1908
	201 18th Street N.W.
	9,606
	6,590
	
	

	
	6
	Casita
	1880
	18th and C Streets N.W.
	3,240
	2,353
	
	

	
	 
	 
	 
	Sub Total (4 & 5)
	122,455
	72,302
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	

	Residential
	7
	OAS Secretary General’s Residence
	1990
	2944 University Terrace NW 
	7,996
	0
	N
	

	
	8
	OAS Secretary General’s Residence Annex
	1949
	2908 University Terrace NW 
	1,440
	0
	N
	

	
	8
	Land between OAS SG Residence & Annex
	 
	 
	0
	0
	N
	

	
	 
	 
	 
	Sub Total (6-8)
	9,436
	0
	
	

	
	
	
	
	TOTAL 
	591,407
	388,679
	
	

	
	NOTES:
	
	
	
	
	
	

	
	1
	RSF, or "Rentable Square Footage", is the gross square footage minus vertical penetrations (such as stairwells and elevator pipe shafts)


Annex 3: OAS Real Estate Property Value - Updated
	 
	Building
	2017 Proposed Property Value1
	Deferred Maintenance (updated)
	Critical Deferred Maintenance2 (updated)
	Annual Recurring Costs

	
	
	
	
	
	Utilities
	Security
	Cleaning & 
Gen Svcs
	Maint & Repair3 (updated)
	Recapitali-zation4 (updated)
	Total Recurring Costs (updated)

	1
	General Secretariat Building (GSB)
	$106,243,160
	$5,055,000
	$550,000
	$677,565
	$311,547
	$810,343
	$1,412,526
	$706,263
	$3,918,243

	2
	Administration Building (ADM)
	$46,298,590
	$12,487,504
	$1,330,079
	$305,441
	$42,351
	$293,792
	$340,407
	$170,203
	$1,152,194

	3
	Casa del Soldado
	$11,997,420
	$800,000
	$350,000
	$75,000
	$12,000
	$45,000
	$69,772
	$34,886
	$236,657

	Sub-Total
	$164,539,170
	$18,342,504
	$2,230,079
	$1,058,006
	$365,898
	$1,149,135
	$1,822,704
	$911,352
	$5,307,094

	4
	Main Building (MNB)
	$107,323,802
	$16,405,822
	$2,412,419
	$340,062
	$484,097
	$405,067
	$236,429
	$118,215
	$1,583,870

	5
	Art Museum
	$9,405,728
	$2,630,807
	$275,321
	$30,424
	$52,138
	$106,508
	$20,720
	$10,360
	$220,151

	6
	Casita
	$3,172,450
	$251,314
	$135,702
	$27,437
	 
	$106,508
	$6,989
	$3,494
	$144,428

	Sub-Total
	$119,901,980
	$19,287,943
	$2,823,442
	$397,923
	$536,235
	$618,083
	$264,138
	$132,069
	$1,948,449

	7
	SG’s Residence
	$2,176,980
	 $54,000
	 
	$9,599
	 
	 
	$25,958
	$12,979
	$48,536

	8
	SG’s Residence Annex
	$917,800
	$31,500 
	 
	$6,679
	 
	 
	$3,170
	$1,585
	$11,434

	9
	Land between SG Residence & Annex
	$242,380
	 
	 
	 
	 
	 
	 
	 
	$0

	Sub-Total
	$3,337,160
	 $85,500
	 
	$16,278
	 
	 
	$29,128
	$14,564
	$59,970

	 
	 
	$287,778,310
	$37,715,947
	$5,053,521
	$1,472,207
	$902,133
	$1,767,218
	$2,115,970
	$1,057,985
	 

	 
	 
	 
	 
	 
	 

Sub-Total
	$4,141,558
	
	Total Recurring 
	$7,315,636


Notes: 
1: According to DC Tax Property Assessment // 2: Critical Deferred Maintenance is included in the Total Deferred Maintenance // 3: Annual maintenance & repair = 2% of building replacement value // 4:  Annual recapitalization maintenance & repair = 2% of building replacement value - Refs: https://www.tradelineinc.com/reports/2010-5/recapitalization-capital-renewal-whats-number
� FILENAME  \* MERGEFORMAT �CP37276E01.doc�









