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Background

In June 2016, the OAS General Assembly adopted resolution 2892 where it instructed: “the Secretary General to submit the following to the Permanent Council for consideration and a decision, as part of the real estate strategy:

a.
A complete plan to house the Inter-American Defense Board (IADB) in the facilities of the Administration Building, located at 19th Street and Constitution Ave., N.W., Washington, D.C. 20006, which shall ensure appropriate work space and technology services necessary for its operations, in accordance with the operational needs of the IADB. The plan should contain:

i. The cost-benefit of the sale of the building and the transfer of the IADB to its new facilities.

ii. Timeline of activities and costs of remodeling the Administration Building.

iii. Administrative actions for the direct relocation of the IADB from the Casa del Soldado to the Administration Building, in order to avoid temporary space allocations and cost duplication.

iv. Financial alternatives for carrying out the plan, including a plan to recover costs incurred in the process of planning and adaptation of facilities to house the IADB.

b. 
In considering the plan of the General Secretariat, the Permanent Council will take the opinion of the IADB into account.”
To implement this decision, which called on a plan to relocate the IADB in the Administration Building, as part of the real estate strategy, the Working Group on the Review of OAS Programs first considered a document prepared by the Chair of the WG, with support from the Secretariat (CAAP/GT/RVPP-285/17 rev. 1). The document proposed a new approach based on assessing the actual needs of the OAS/IADB to conduct their regular activities. Member states took into consideration the following analysis (see Annex 1):
· Our working assumption is 800 employees, including all OAS/IADB employees, plus 62 extra employees for future flexibility. 

· We should use a generous working assumption of 230 Rentable Square Footage (RSF) per employee. This includes offices space, meeting rooms and other functional spaces.
· When using this generous standard, the OAS has almost twice as much space as it needs. 

· The latest estimate of deferred maintenance for all OAS/IADB buildings is approximately $37.7 million (M), of which $5.3 M is critical maintenance. 
· We should budget for $7.3 M in annual in recurring costs, (utilities, maintenance, recapitalization) which represents over 10% of its total budget of $72 million. 

Based on this information, member states reached the following conclusions:

· The OAS/IADB have far more space than needed;

· Keeping this extra space is very costly and beyond the organisation’s financial capacity; and
· We must reduce the total space owned by the OAS/IADB in a way that reflects the organisations’ needs and financial capacity. 

After this first phase of identifying the needs of the Organisation, the Working Group began the second phase of this process and focussed on identifying the options, using a second paper prepared by the Chair (CAAP/GT/RVPP-291/17). This paper discussed all the properties owned by the OAS, and proposed different options for each of these properties, with pros and cons for each option. In reviewing the document, it became clear that the main two scenarios, from which all others are subsets, are whether to sell or not the General Secretariat Building (GSB). Although consideration of the GSB goes beyond the mandate given to the Permanent Council by the General Assembly, the financial burden of the OAS (deferred maintenance, recurring costs) is such that a more comprehensive approach is needed. If we keep the GSB, then a number of scenarios are available, including the relocation of the IADB, that will aim at optimizing the GSB to create more space for OAS/IADB employees and increasing the space available for rental. These scenarios would also aim at addressing partially the deferred maintenance on remaining OAS buildings. If we sell the GSB, then a number of scenarios are available that will aim at relocating the employees of this and potentially other buildings. These options will also aim at addressing partially or totally the deferred maintenance on remaining OAS buildings. Members also agreed to continue considering the Art Museum and the residential properties as part of this comprehensive real estate strategy.

Objective 
After having identified the needs of the OAS/IADB in term of space requirement to conduct their regular activities, and after having considered a wide range of options for each of the buildings owned by the OAS, this document now aims at analysing the different options previously presented along these 2 categories (sell the GSB or not) and how each option helps in meeting the current and future needs of the OAS/IADB and their financial capacity. Meeting their financial capacity has 2 components: i) paying for deferred maintenance; and ii) decreasing annual recurring costs to a level the OAS/IADB can afford once deferred maintenance has been paid (approx. $5 million). This document will also look at the issue of residential properties.

Methodology

This document is grouping the analysis of options previously along two scenarios:

1) Scenarios related to keeping the GSB

2) Scenarios related to selling the GSB
For each scenario, we will ask ourselves the following three questions:

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?
2) Does it reduce the space owned by the OAS to what we need?

3) Does it address the General Assembly mandate?
1. Analysis of implications for scenarios related to keeping the GSB (see Annexes 2 and 3 for data analysis and Annex 4 for a summary) 
When considering that we must address the $37.7 million of deferred maintenance and that we must lower the $7.3 million of annual recurring costs, it becomes clear that any option related to keeping the GSB must also generate sufficient revenue to address these two financial burdens.

It must be said that simply increasing the rental revenue in the GSB is not sufficient. Although revenue could theoretically be increased to $4.9 million/year by optimizing the space currently used by the OAS in the GSB building (move the 524 employees in a consolidated area that would provide 230 RSF/employee, or about 120,520 RSF, down from the current 192,000 RSF) and rent the residual space (approximately 123,892 RSF at $40/RSF), the OAS does not have the resources needed to conduct this optimizing work (approx. $9 million). The OAS would still have the $37.7 million in deferred maintenance, and would not reduce the annual recurring costs. We would not have the space for the agreed 800 employees and would not address the mandate given by the General Assembly regarding relocating the IADB.

It should also be noted that the OAS is limited to renting its office space to non-profit organisations. Even at a rental cost lower than the actual market, the OAS currently faces difficulties in renting the space it has available in the GSB. The OAS is not a real estate agency and does not have the expertise, or the resources to manage various leases and tenants.

For this scenario, the analysis reflected in Annex 2 looks at different issues:

i) The revenue generated by the sale of a building and the increase in rental income following the optimization of the GSB;

ii) Expenses related to retrofitting the GSB to make it more optimal, and to move employees from other buildings to the GSB;

iii) The annual recurring costs for the GSB and all remaining buildings;

iv) The surplus/deficit that would be left from selling a building, covering the expenses (retrofitting and moving) and using residual funds to pay for deferred maintenance;

v) The space used by OAS employees for offices (GSB, ADMB and Casa) and the space in the GSB we could potentially rent.
1.1. Keep the GSB, sell the Casa, keep the ADMB.
Under this scenario, the Administration Building would be optimized to include the 82 spaces required by the IADB, and the GSB would be optimized to create space for an additional 62 employees for future flexibility, as previously discussed. As a result, there would be space for 749 employees in the two buildings. The sale of the Casa would be used to pay for the retrofitting costs of the Administration building (approx. $9 million) and the GSB (cost to be assessed) and the move of IADB employees in the Administration Building. The sale price of the Casa remains to be confirmed. An offer was made in 2016 at $16.5 million with the option for the IADB to lease back the Casa while the General Secretariat renovates the Administration building. Rental space would be increased and the OAS could potentially generate approximately $3.6 million in rental revenue/year.
1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

No: Although under this option would we eliminate roughly $250,000/year to operate the Casa, and reduce recurring expenses at the ADMB, the OAS would still have between $30-34 million in deficit, including deferred maintenance. Annual recurring costs would still be at $7 million. 
2) Does it reduce the space owned by the OAS to what we need?

No: When considering the space used in the GSB and the Administration building, the OAS would still be using more space than needed (204,947 vs 184,000 RSF).

3) Does it address the General Assembly mandate?
Yes: The IADB would be relocated in the ADMB.

1.2.  Keep the GSB, sell the ADMB, keep the Casa.
This scenario is very similar to scenario 1.1 in terms of financial and space implications. However it is based on the assumption that we would be able to sell the ADMB. As previously indicated, the OAS owns the building, but not the land. We could potentially sell the building to the US Government, but we cannot rent the building to a third party. If the US Government purchased the building, considering that there is over $12.5 million of deferred maintenance on this building, we would likely get very little, perhaps nothing for it. Furthermore, many years would be needed before getting a decision from the US government and for agreeing on a sales price, delaying the implementation of the real estate strategy. Selling the ADMB also means that the Library and Archives must be relocated. If they are relocated in the GSB, that means less space the OAS could rent. Assuming we get nothing for the ADMB, the only advantage of this scenario is that we reduce by $12.5 million the deferred maintenance and also reduce by $1.1 million the annual recurring costs. Selling the ADMB is not, in reality, a feasible option.
1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

No: Depending on the sale price of the ADMB, the OAS may not have the resources to pay for retrofitting the GSB. The OAS would still have between $17-38 million as a financial burden. Annual recurring costs would still be at $6 million. 

2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used by the OAS in the GSB and the Casa, the OAS would be close to using the space it needs (174,068 vs 184,000 RSF). This is not a substantial difference. It is likely that there would still be enough space for all regular activities.
3) Does it address the General Assembly mandate?
No. The IADB is not relocated to the Administration Building.
1.3.  Keep the GSB, sell the Casa, sell the ADMB

As it is the case for scenario 1.2, this scenario assumes we can sell the ADMB. Should we be able to sell the ADMB, the revenue generated by the sale of the ADMB and the Casa, could be used to retrofit the GSB and cover partially the deferred maintenance on remaining buildings. This would increase the use of space in the GSB and decrease the rental space. 

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

No: With the sale of the Casa, and depending on how much we get for the ADMB, the OAS could pay for the retrofitting of the GSB, but would still have a deficit between $4-17 million. Annual costs would still be at $6 million. 

2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used in the GSB and the Casa, the OAS would be close to using the space it needs (172,270 vs 184,000 RSF). This is not a substantial difference; it is likely that there would still be enough space for all regular activities.
3) Does it address the General Assembly mandate? 
No, the IADB would be moved to the GSB, not the Administration Building.
2. Analysis of implications for options related to selling the GSB

Selling the GSB has far more implications than simply selling the Casa. The GSB is the building where the vast majority of OAS employees are located. Although the GSB is the OAS asset with the most value, the building does not meet OAS needs: It is far bigger than what the OAS needs; the space configuration for both employees and rentals is highly inefficient; with the mortgage ($26 million) and deferred maintenance ($5 million), it represents a financial debt of $31 million; and the OAS is greatly limited in its ability to rent the space it does not use. Selling the GSB also means that employees must be relocated either in another building, owned or rented by the OAS, or that a new building is constructed. 

2.1. Sell the GSB, optimize ADM, rent floors for remaining GSB employees, keep Casa.

Under this scenario, the revenue generated from the sale of the GSB ($106 million) would be used to pay the mortgage ($26 million at market value), leaving a net profit of $80 million. This amount would be used to retrofit the ADMB and set up cost for the rented space where GSB employees would be moved (approx. $11 million). This would still leave a profit that could be used to pay for the deferred maintenance on other buildings, leaving a net surplus of $38 million. 

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

No: Although this option would leave a net surplus of $37 million, the OAS would need to budget for over $9 million in annual recurring costs, including the cost for renting space for OAS employees (approx. $5.8 million/year). The OAS cannot afford such annual recurring cost. 
2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used in the ADMB, the Casa and the space rented for GSB employees the OAS would still be close to using more space it needs (197,545 vs 184,000 RSF). However this is not a substantial difference.

3) Does it address the General Assembly mandate?
No.

2.2. Sell the GSB, build a new building, optimize the ADMB, keep the Casa.

The OAS received an unsolicited bid for the GSB (see Annex 5 for a summary of the bid). The company that made the bid would construct a new building (approx. $52 million for 120,000 RSF) on land owned by the OAS/GS. The OAS would keep the ownership, use, and rental revenue from the GSB until the new building is completed. The sale of the GSB would generate sufficient revenue to pay the mortgage on the GSB ($26 million), retrofit the ADMB ($9 million), pay for the construction of the new building, and pay for almost all the deferred maintenance on all retained buildings. 

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

No: With the payment of all expenses (mortgage, retrofitting, construction), the OAS would have enough money to pay for approximately $35 million of the deferred maintenance on remaining buildings. It would still have $13 million of deferred maintenance to pay for. However, when factoring the annual recurring costs for all the buildings, including the new building ($2.2 million/year) the OAS would have annual recurring costs of $5.6 million. This is beyond what the OAS can afford.

2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used in the ADMB, the Casa and the new building, the OAS would be close to using the space it needs (191,965 vs 184,000 RSF). 

3) Does it address the General Assembly mandate?
No.

2.3. Sell the GSB, build a new building, sell the Casa, optimize ADMB.

With the sale of the Casa, the OAS can pay for all expenses described in scenario 2.2., including all the deferred maintenance and still have a small surplus.

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

Yes: All expenses and deferred maintenance would be paid and there would be a small surplus of $3 million depending on the sale price of the Casa. This surplus could be put in the Reserve sub-fund for future use such as for the Museum, the Library, or the IT system. The recurring costs are in the range of what the OAS can afford.
2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used in the ADMB and the new building, the OAS would be close to using the space it needs (171,307 vs 184,000 RSF). 

3) Does it address the General Assembly mandate?
Yes.

2.4. Sell the GSB, build a new building, sell the ADMB, keep the Casa.

Revenue from the sale of the GSB and the ADMB (depending on whether we can sell and how much we would get for it), would be used to pay the mortgage on the GSB ($26 million) and for the construction of the new building, which would need to be somewhat bigger to include space for the Library and Archives ($57 vs. $52 million?). Depending on the sale price of the ADMB, this would leave a net surplus between $7-24 million. Under this scenario we may need to move ADMB or GSB staff to the Casa, which could split the workforce.

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

Yes: All expenses and deferred maintenance would be paid and there would be a surplus of $2-18 million depending on the sale price of the ADMB. This surplus could be put in the Reserve sub-fund for future use such as for the Museum, the Library, or the IT system. The other key benefit is the reduction of annual recurring costs at a level the OAS can afford ($4.7 million).

2) Does it reduce the space owned by the OAS to what we need?

Yes: When considering the space used in the new building and the Casa, the OAS would be close to using the space it needs (174,068 vs. 184,000 RSF). This is not a substantial difference; it is likely that there would still be enough space for all regular activities. We also have to remember that the Library/archives would need to be moved and would take space in the new building, which would have to be bigger. 

3) Does it address the General Assembly mandate?
No.

2.5. Sell the GSB, build a new building, sell the Casa, sell the ADMB.

This is by far the most radical scenario. All OAS/IADB employees, Library and Archives would be in a new, larger, state of the art building. The revenue generated by the sale of these three buildings (depending if we can sell the ADMB and how much we get for it) would pay for all expenses and deferred maintenance and leave an important surplus. 

1) Does it reduce deferred maintenance and annual recurring costs to what we can afford?

Yes: It should be noted that this bigger building than what has currently been proposed would be more expensive (e.g. $60 vs 52 million?). All expenses and deferred maintenance would be paid and there would be a substantial surplus of $12-29 million depending on the sale price of the ADMB. The annual recurring costs would be in the range of what the OAS can afford.

2) Does it reduce the space owned by the OAS to what we need?

No: It may not be possible to construct a building that would be big enough for all OAS employees. With a building of 120,000 RSF, as proposed, there would not be sufficient space for all employees. 

3) Does it address the General Assembly mandate?
No. IADB employees would be moved to the new building, not the Administration Building.
4) Taking action on Residential Properties

Independently of what we do with the GSB and the other buildings, the issue remains about what we do with residential properties: the Residence of the Secretary General, the smaller house beside it (‘the Annex’), and the land in between.

Discussions in the Working Group suggested that currently there is no desire to sell the house of the SG. This is a newer house that represents a real estate investment and renting another house/apartment could, in the long run, become more expensive. However, if the house is retained, deferred maintenance will be needed ($54,000), and the value of the property (approx. $4 million) cannot be re-invested in other OAS buildings. If it were sold, at the end of the tenure of the current SG, the OAS could either rent another house/apartment, or give the new SG a monthly allocation for housing.

The Annex is a different issue. This house is empty, it serves no purpose, but the OAS still has to pay for annual recurring costs, and deferred maintenance is needed ($31,500). There is no reason justifying that we keep it, even from a real estate investment perspective. This is a much older house that would require a significant investment on upgrades (kitchen, washrooms, etc), and yet, that would still serve no other purpose. Either we upgrade the house and rent it (annual revenue of approx. $48,000), or we sell it with the land between the annex and the SG house and have an immediate revenue of over $1 million, that could give us some financial flexibility while the sale of the GSB is concluded, for example. 
5) Next steps

One way or another, we have been mandated by the General Assembly to present a plan for relocating the IADB in the ADM Building. Much of that work has already been done last year by the MMI Working Group and we would need to refresh this plan should that be the scenario we want to put forward. We can also present a more comprehensive scenario forward that will address the current and future needs of the OAS and the IADB and their financial capacity.

March 16: Presentation on the Museum/Library

March 21: Informal discussion on scenarios.

March 23: Formal discussion on scenarios.

March 28: Informal discussion on the scenario that will be presented to CAAP. 

March 31: Presentation of the proposed scenario to the CAAP.

Annex 1: 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)
	Recapitalization4 (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
Annex 2: Analysis of financial implications for scenario related to keeping the GSB
	Scenario 1: KEEP GSB
	Revenue
	Expenses
	Recurring Cost
	Surplus/ Deficit
	Space Usage (RSF)

 
	Comments

	
	Sale
	Rental
	Retrofitting
	Moving
	
	
	OAS
	Rental
	

	
	
	
	
	
	
	
	
	
	

	Scenario 1.1: Keep the GSB, Sell the Casa, Move 50 IADB employees and optimize GSB to increase rental space

	Sale price based on DC Tax Assessment
	11,997,420
	3,630,880
	9,000,000
	11,500
	7,078,856
	-33,794,672
	204,947
	90,772
	Revenue from sale of Casa is used to pay for retrofitting and moving expenses. The balance is used to pay for deferred maintenance on remaining buildings, leaving a surplus or deficit. Space usage refers to the total space used by all OAS/IADB employees, as well as space rented out in the GSB. Space used by OAS includes space in ADM (81 employees) and retrofitted GSB (668 employees). 

	Casa Sale price based on offer received
	16,000,000
	 
	 
	 
	 
	-29,792,092
	 
	 
	

	
	
	
	
	
	
	
	
	
	

	Scenario 1.2: Keep the GSB, Sell the ADM, Move 81 ADM employees and optimize GSB to increase rental space (Casa not sold, IADB not moved)

	Sale price based on DC Tax Assessment
	17,020,330
	3,640,080
	9,000,000
	18,630
	6,163,319
	-17,226,743
	174,068
	91,002
	Revenue from sale of ADM (different scenarios, if ADM can be sold) is used to pay for retrofitting and moving expenses. Balance is used to pay for deferred maintenance on remaining buildings, leaving a surplus or deficit. Space usage refers to the total space used by all OAS/IADB employees, as well as space rented out in the GSB. Space used by OAS includes space in Casa (82 employees) and retrofitted GSB (667 employees). 

	Sale price at 50% of DC Tax Assessment
	8,510,165
	 
	 
	 
	 
	-25,736,908
	 
	 
	

	No revenue from Sale
	0
	 
	 
	 
	 
	-34,247,073
	 
	 
	

	
	
	
	
	
	
	
	
	
	

	Scenario 1.3: Keep the GSB, Sell the Casa, Sell the ADM, Move IADB (50) and ADM (81) employees and optimize GSB to increase rental space

	Sale at price based on DC Tax Assessment
	29,017,750


	2,885,680
	9,000,000
	30,130
	5,926,662
	-4,440,823
	172,270
	72,142
	Revenue from sale of the Casa and the ADM (different scenarios, if ADM can be sold) is used to pay for retrofitting and moving expenses. Balance is used to pay for deferred maintenance on remaining buildings, leaving a surplus or deficit. Space usage refers to the total space used by all OAS/IADB employees, as well as space rented out in the GSB. Space used by OAS includes space for 749 employees in the retrofitted GSB building. 

	Sale of ADM at 50% of DC Tax Assessment and offer received on Casa
	24,510,165
	 
	 
	 
	 
	-8,948,408
	 
	 
	

	No revenue from sale of ADM and Offer received on Casa
	16,000,000
	 
	 
	 
	 
	-17,458,573
	 
	 
	


Annex 3: Analysis of financial implications for scenarios related to selling the GSB

	Scenario 2: SELL GSB
	Revenue
	Expenses
	Construction Cost
	Recurring Cost
	Surplus/ Deficit
	Space Usage (RSF)
	Comments

	
	Profit
	Retrofitting
	Moving
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Scenario 2.1: Sell the GSB, optimize ADM, rent floors for remaining GSB employees, keep Casa, Move 524 GSB employees

	 
	80,243,160
	11,000,000
	120,520
	0
	9,142,282
	36,197,048
	197,545
	Revenue from the sale of the GSB ($106 million) is used to pay the mortgage ($26 million) and for retrofitting ADM and moving costs (GSB employees). Balance is used for deferred maintenance on other buildings, which leaves a surplus/deficit. Library and Archives are kept in ADM. 121 employees would now be located in the optimized ADM, 546 employees would be in a rented space and 50 in the Casa. Recurring cost includes annual recurring costs and cost ($5,8 million/year) to rent space for 546 employees ($10,522/employee). 

	 
	 
	 
	 
	 
	 
	 
	 
	

	
	
	
	
	
	
	
	
	

	Scenario 2.2.: Sell the GSB, Optimize the ADM, keep the Casa, build a new building, move GSB (524) employees

	 
	80,243,160
	9,000,000
	120,520
	52,000,000
	5,597,270
	-13,802,952
	191,965
	Revenue from the sale of the GSB is used to pay for the mortgage ($26 million), the construction of the new building, to move GSB employees and to retrofit the ADM, which leaves a surplus/deficit. Library/Archives remain in the ADM. There would be 546 employees in the new building, 121 in the optimized ADM, and 50 in the Casa. Recurring costs includes annual recurring costs for all buildings, including the new building ($2.2 million).

	 
	 
	 
	 
	 
	 
	 
	 
	 

	Scenario 2.3: Sell the GSB, sell the Casa, build a new building, optimize ADM, move GSB (524) and IADB (50) employees.

	DC Property Tax Assessment
	92,240,580
	9,000,000
	132,020
	52,000,000
	5,360,613
	-1,017,032
	171,307
	Revenue from the sale of the GSB and Casa is used to pay the mortgage ($26 million), for retrofitting ADM, to pay for construction of new building and to move employees in new building, which leaves a surplus/deficit. Library and Archives are kept in ADM. 121 employees would now be in the ADM, 628 in the new building. Recurring costs include annual recurring costs for all buildings, including new building ($2,2 million).

	Casa sale price based on offer received
	96,243,160
	 
	 
	 
	 
	2,985,548
	 
	


Annex 3: Analysis of financial implications for options related to selling the GSB (continued …)

	Scenario 2: SELL GSB
	Revenue
	Expenses
	Construction Cost
	Recurring Cost
	Surplus/ Deficit
	Space Usage (RSF)
	Comments

	
	Profit
	Retrofitting
	Moving
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Scenario 2.4: Sell the GSB, sell the ADM, build a new building, move GSB (524), and ADM (81) employees + Library/Archives. 

	DC Property Tax Assessment
	97,263,490
	0
	989,150
	57,000,000
	4,745,076
	18,836,252
	170,658
	Revenue from the sale of the GSB and the ADM (different scenarios, if ADM can be sold), is used to pay the mortgage ($26 million) and for the construction of the new building, to move ADM and GSB employees in the new building, which leaves a surplus/deficit. Library/archives/Legal vault are moved to the new building (approx. $850,000?). There would be at least 667 employees in the new building, 50 in the Casa. 33,000 RSF would be needed for the Library/Archive in the new building. Recurring costs include annual recurring costs for all buildings, including the new building ($2.5 million). No proposal has been received for a building that size, this is an assumption.

	Sale price of ADM at 50% of DC Tax assessment
	88,753,325
	 
	 
	 
	 
	10,326,087
	 
	

	No revenue from sale of ADM
	80,243,160
	 
	 
	 
	 
	1,815,922


	 
	

	
	
	
	
	
	
	
	
	

	Scenario 2.5: Sell the GSB, sell the ADM, sell the Casa, build a new building, move GSB (524) and ADM (81) and Casa (50) employees + Library/Archives. 

	DC Tax assessment
	109,260,910
	0
	1,000,650
	60,000,000
	5,245,076
	28,622,172
	174,800
	Revenue from the sale of the GSB, casa and ADM (different scenarios, if ADM can be sold), is used to pay the mortgage ($26 million) and for the construction of the new building, to move GSB, Casa and ADM employees in the new building, which leaves a surplus/deficit. Library/archives/Legal vault are moved to the new building. There would be at least 760 employees in the new building. 33,000 RSF would be needed for the Library/Archive in the new building. Recurring costs include annual recurring costs for all buildings, including the new building ($3 million). No proposal has been received for a building that size, this is an assumption.

	Sale price of ADM at 50% of DC Tax assessment
	100,750,745
	 
	 
	 
	 
	20,112,007
	 
	

	No revenue from sale of ADM
	92,240,580
	 
	 
	 
	 
	11,601,842
	 
	


Annex 4: Summary of Scenarios

	Scenario
	Does it reduce deferred maintenance and annual recurring costs to what we can afford?
	Does it reduce the space owned by the OAS to what we need?
	Does it address the General Assembly mandate?

	Keep the GSB

	1.1 sell the Casa, keep the ADMB
	N
	N
	Y

	1.2 sell the ADMB, keep the Casa
	N
	N
	N

	1.3 sell the ADMB, sell the Casa
	N
	Y
	N

	Sell the GSB

	2.1 rent space, keep the ADMB, keep the Casa
	N
	Y
	N

	2.2 new building, keep the ADMB, keep the Casa
	N
	Y
	N

	2.3 new building, sell the Casa, keep the ADMB
	Y
	Y
	Y

	2.4 new building, sell the ADMB, keep the Casa
	Y
	Y
	N

	2.5 new building, sell the ADMB, sell the Casa
	Y
	N
	N


Annex 5 

Bid on the Purchase of the OAS General Secretariat Building 

and Construction of a New Building.
Summary
 
In 2016, Lincoln Property Management (LPM) and Thoron Capital made a joint venture bid to purchase the OAS General Secretariat Building on F Street and to build a new energy-efficient building on the parking area beside the Main building on C Street. 
 Details
 The details of the offer can be summarized as follows:
· LPM would offer $102 million for the GSB. However, the transaction would only be completed and title of the building transferred to LPM at the end of the project. LPM would otherwise be subject to taxes during the construction period if it assumed ownership of the GSB at the time of signing the initial agreement.
· LPM would loan the OAS the money needed to pay off the mortgage on the GSB at the current market value ($26 million). The interest on the loan from LPM would be lower than the payments on the current debt (bonds), potentially allowing the OAS to save $500,000 annually on these payments during the construction period. Alternately, the GS could make higher payments to reduce the principal value of the debt to LPS.
· Upon reaching a formal agreement, LPM/Thoron would proceed with the design and construction of the new building, based on the specifications and requirements identified by OAS members (size, parking spaces, etc.). The construction cost would be deducted from the sale price of the GSB.
· During construction, the OAS would retain ownership of the GSB, continue to occupy the building, and pay interest on the new loan.
· During construction, the OAS would also continue to receive the revenue from the rental of office space in the GSB. This revenue would be used to pay the loan to LPM.
· When the construction of the new building is completed, the transaction would be finalized. The loan for the mortgage would be reimbursed and construction costs would be deducted, leaving the OAS with a net profit of approximately $23 million.
· The OAS owns the GSB and the land where it is located. There are no restrictions on the sale of the property. However, General Assembly authority is required to build a new building.
· Construction on the C Street property will be subject to the approval of various authorities, as well as all applicable DC codes and regulations. LPM has experience in this regard and is currently constructing a new building east of the White House in an area subject to similar development restrictions/regulations as the C street area. The District of Columbia government would gain from this project by bringing the GSB onto local tax roles.
· The project would take approximately 3 years from the signing of the agreement to the completion of construction.
· LPM would oversee the project from start to finish, and important feature given the lack of OAS expertise in managing such a project. If desired, LPM could potentially also carry out the rehabilitation of the Administration building.
· Although LPM has made a formal offer, the OAS will need to conduct a formal tender for this project and open it to other bidders. Therefore, the highest purchase price offered could vary. 
Considerations
 Selling the GSB would generate important revenue for the OAS in cost savings and real estate equity. With this revenue, the OAS could pay the mortgage on the GSB and the construction of a state of the art, energy efficient building that would be more adapted to our needs and would cost less on utilities and maintenance. 
Selling the GSB would reduce the OAS’s liability associated with a building that requires over $5 million in deferred maintenance and almost $4 million in annual recurring costs.
The new building would use space more efficiently, would be more energy-efficient, would have lower operating costs due smaller size ($2 million), would not require immediate costly maintenance, and would offer modern equipment and technologies to meet OAS’s modern needs. 
This would leave the OAS with a net profit which could be used to renovate and redesign the Administration building to increase office space and better meet our needs. The Administration Building could be retrofitted during the construction of the new building, with staff being temporarily relocated to the GSB. Once the Administration building is renovated, there would be enough space in that building and the new C Street building for all OAS/IADB employees.
The residual funds from the sale of the GSB could be used to undertake some of the deferred maintenance on the Main building and others (Casa del Soldado, Museum, Casita, residential properties), although the amount would not be sufficient to pay for all these expenses. With the sale of the Casa ($16 million), and the relocation of IADB employees to the Administration building, consistent with the mandate from the General Assembly to evaluate the potential for such a move, there would be sufficient money to pay for all the deferred maintenance on all remaining building and still have a surplus that could be utilized to improve the functionality of the newly-constructed building, or be set aside in the Reserve Sub-Fund for future use (Museum, Library, IT system, etc.).
Having all OAS/IADB employees concentrated around a single ‘campus’ in close proximity would consolidate the OAS footprint in this area and improve operational efficiency and institutional cohesion.
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