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Towards a Comprehensive Real Estate Strategy

Phase 4: Making a Recommendation
Background

In June 2016, the OAS General Assembly adopted resolution 2892 where it instructed the Secretary General to submit, as part of a real estate strategy, a complete plan to house the Inter-American Defense Board (IADB) in the facilities of the Administration Building. To implement this decision, the CAAP considered document Towards a Comprehensive Real Estate Strategy: Phase 1 – Identifying the Needs (CAAP/GT/RVPP-285/17 rev. 2). The document suggested that for the past few decades, the focus has been on assessing the costs for repairing and maintaining OAS buildings and that the assumption had been that the OAS would sell the Casa del Soldado to cover the deferred maintenance costs of other buildings. The document proposed that since the sale of the Casa would only cover a portion of deferred maintenance, estimated in 2007 at US$38 million, a new approach was needed based on assessing the actual needs of the OAS/IADB to conduct their regular activities. Member states took into consideration the following analysis:
	Element
	Current
	Proposed
	Comment

	Number of OAS/IADB employees/contractors/interns
	738
	800
	The proposed number of OAS/IADB employees is based on current number of OAS employees, IADB requirements, plus an additional 62 to provide future flexibility.

	Office Space used/required for these employees, contractors and interns.
	316,377 RSF
	184,000 RSF
	The current office space used only takes into account the General Secretariat Building, the Administration Building, and the Casa del Soldado. The proposed office space usage is based on a very generous standard of 230 RSF/employee.

	Deferred maintenance
	$38 million
	$0
	The objective is to address all long-overdue deferred maintenance. This is a rough estimate of deferred maintenance costs based on previous formal studies.

	Annual Recurring Costs for building operations and maintenance. 
	$7.5 million
	$5 million
	Annual recurring costs are composed of costs for utilities, security, cleaning, routine maintenance and repairs, and recapitalization (replacement of obsolete items).


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

· The OAS/IADB have far more space than what they need;

· Keeping this extra space is very costly and beyond the organisations’ financial capacity;
· We must reduce the total space we own to reflect our needs and financial capacity. 
After this first phase of identifying the needs of the organisations, CAAP considered document Phase 2 - Identifying options (CAAP/GT/RVPP-291/17 rev. 1). This document analysed all OAS properties, proposing options for each with pros and cons. It became clear that all these options can be regrouped under two main scenarios: keep or sell the General Secretariat Building (GSB).

This approach was considered in document Phase 3 – Evaluating the Scenarios (CAAP/GT/RVPP-303/17 rev. 1). The financial burden of the OAS (deferred maintenance, recurring costs) is such that a comprehensive approach needs to consider the sale of the GSB. If we keep the GSB, we must sell other properties, such as the Casa, if we want to optimize the Administration building and the GSB to create more space for OAS/IADB employees and increase rental space. However, under this scenario the OAS still has most of the deferred maintenance and high recurring costs. If we sell the GSB, we can construct a new, more efficient building besides the Main building that meet our needs and optimize the Administration building, thereby creating an OAS campus with all employees working in close proximity. This scenario would address partially the deferred maintenance and reduce recurring costs. 

If there is a consensus on selling the GSB, then the decision about selling the Casa becomes a function of how far Member States want to go in addressing deferred maintenance. Selling the GSB still leaves over $13 million of deficit in deferred maintenance. If we sell the Casa in addition to selling the GSB, we can address all deferred maintenance and still have a modest surplus that could be used, for example, to improve museum facility, add underground parking or address informational technology risks and threats.

Recommendation

The CAAP Working Group considered a broad scope of scenarios, with the following three questions as an assessment tool for each scenario: i) Does it reduce deferred maintenance and annual recurring costs to what we can afford?; ii) Does it reduce the space owned by the OAS to what we need?; iii) Does it address the General Assembly mandate?
1) Sell of OAS Office properties

Although the General Assembly mandate focused on the issue of the Casa, the CAAP concluded that selling the Casa was not a sufficient, given that it only addresses a portion of the deferred maintenance, provides no assistance in addressing long-term maintenance costs of remaining buildings, and does not contribute to the long-term financial sustainability of the OAS. 

Consequently, the scenario of only selling the Casa in included below as a reference, but it is not a recommended scenario. Instead, the CAAP recommends two scenarios for Permanent Council consideration: sell the GSB, or sell the GSB and the Casa.

 Proposed language for a General Assembly resolution for each scenario can be found in     Annex 1:

	Scenario 1: Sell the Casa, optimize the Administration Building

	Revenue
	Expenses
	Recurring Cost
	Deficit
	Space usage
	Comment

	$16 million
	$9 million
	$7 million

Services:$4m

Maintenance:$3m
	-$30 million
	205,000 RSF
	Revenue from the sale of the Casa is used to pay the retrofitting costs for the Administration Building and some of the deferred maintenance, leaving a deficit in deferred maintenance of $30 million. The IADB headquarters would move to the fully-renovated ADM building.


	Scenario 2: Sell the GSB, construct a new building, keep the Casa, optimize the Administration Building

	Revenue
	Expenses
	Recurring Cost
	Deficit
	Space usage
	Comment

	$80 million
	$61 million
	$5.6 million

Services:$3m

Maintenance:$2.6m
	-$13 million
	192,000 RSF
	Revenue from the sale of the GSB is used to pay the remaining mortgage ($26 million), construct the new building ($52 million), retrofit the Administration Building, moving costs, and complete some of the deferred maintenance, leaving a deficit in deferred maintenance of $13 million.


	Scenario 3: Sell the GSB, sell the Casa, optimize the Administration Building

	Revenue
	Expenses
	Recurring Cost
	Surplus
	Space usage
	Comment

	$96 million
	$61 million
	$5.3 million

Services:$2.9m

Maintenance:$2.4m
	$3 million
	171,000 RSF
	Revenue from the sale of the GSB and of the Casa is used to pay the remaining mortgage ($26 million), construct the new building ($52 million), retrofit the Administration Building, moving costs, and complete all deferred maintenance, leaving a surplus of $3 million. The IADB headquarters would move to the fully-renovated ADM building.


2) Continuing the discussion on residential properties

The CAAP also considered the issue of the residential properties owned by the OAS, namely the Secretary General’s residence, the smaller house beside it, which is not being used, and the land in between.
After careful consideration of options for each of those properties, the CAAP recommends that it continues to evaluate the possibility of selling these properties, taking into consideration the real estate market and the cost-benefit of owning those properties.

Annex 1

Depending on the scenario chosen, below is proposed language for a GA resolution.

Scenario 1: Sell the Casa and Optimize the Administration Building
CONSIDERING

That the General Assembly through AG/RES. 2892 (XLVI-O/16) of June 2016 instructed: the Secretary General to submit to the Permanent Council for consideration and 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.(…)’’

That a comprehensive real estate strategy for the OAS should address all real property owned by the OAS and its General Secretariat and reflect the Organization’s needs and the financial capacity of the General Secretariat; and

NOTING:

Documents CAAP/GT/RVPP-285/17 rev. 1, CAAP/GT/RVPP-291/17 rev.1 and CAAP/GT/RVPP-303/17 rev. 1,
RESOLVES:

1. To authorize the sale of the Casa del Soldado through the launch of a competitive bidding process and the relocation of the IADB to the retrofitted Administration Building, in accordance with the following conditions:

a. The retrofitting of the Administration Building to meet the needs of the General Secretariat;
b. The guarantee that the IADB will be relocated to the Administration Building only once this building has been retrofitted to meet the needs of the General Secretariat and of the IADB, in accordance with its rules and regulations; and

c. The deposit of the net proceeds from the sale of the Casa del Soldado, less the anticipated costs associated with the relocation of the IADB to the Administration Building, in the Fund for Building Improvement, Maintenance Services, and Other Urgent Needs (“BIMS”), to address the retrofitting of the Administration Building, deferred maintenance and other infrastructure issues in the Organization’s remaining buildings.
2. To instruct the General Secretariat to conduct the bidding process, in accordance with its rules and regulations.
3. To instruct the General Secretariat to proceed with necessary retrofitting of the Administration Building.
4. To instruct the General Secretariat to initiate the relocation of the IADB to the retrofitted Administration Building in accordance with the above conditions.

5. To amend Article 32.1 of the Statutes of the Inter-American Defense Board (“IADB”) to state:
The IADB has its headquarters in the city of Washington, D.C., United States of America. The OAS General Secretariat shall provide the IADB with facilities for its headquarters within the premises of the OAS General Secretariat in Washington, D.C. The IADB has the status of a public international organization and its own legal personality under the laws of the host country.
6. To instruct the General Secretariat, in accordance with articles 114-116 of the General Standards, to submit quarterly reports to the CAAP on the activities authorized above and on the use of the corresponding funds.

Scenario 2: Sell the GSB, Construct a New Building, Keep the Casa, and Optimize the Administration Building
CONSIDERING:

That the General Assembly through AG/RES. 2892 (XLVI-O/16) of June 2016 instructed the Secretary General to “submit to the Permanent Council for consideration and 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.(…)’’;

That a comprehensive real estate strategy for the OAS should address all real property owned by the OAS and its General Secretariat and reflect the Organization’s needs and the financial capacity of the General Secretariat; and
NOTING:

Documents CAAP/GT/RVPP-285/17 rev. 1, CAAP/GT/RVPP-291/17 rev.1 and CAAPGT/RVPP-303/17 rev.1,
RESOLVES:

1. To authorize the sale of the General Secretariat Building, located on F street NW, Washington DC, and the construction of a new building on the lot of and adjacent to the Main Building (17th Street and C street) through the launch of a competitive bidding process that will include a request for proposals with the following elements and options:
a. The construction of a new building with at least 100,000 sqft of office space and functional space plus underground parking;
b. An option for the General Secretariat to retain ownership of the GSB and use of the building until the construction of the new building is completed, at which time the sale agreement of the GSB would be completed; such options, if offered would include a proposal to refinance current debt on the GSB, a requirement for the deferred sale of the property; and
c. The retrofitting of the Administration Building to meet the needs of the General Secretariat.

2. To instruct the General Secretariat to conduct the bidding process in accordance with its rules and regulations and the above elements and to conduct an analysis of offers received to determine the best value proposal. The General Secretariat may include multiple proposals if bidders make offers with distinctly different potential benefits.
3. To instruct the General Secretariat to use the proceeds of the transaction authorized above for purposes explicitly set forth in this resolution and to use any remaining funds to address deferred maintenance and other infrastructure issues in the Organization’s remaining buildings.
4. To instruct the General Secretariat, in accordance with articles 114-116 of the General Standards, to submit quarterly reports to the CAAP on the activities authorized above and on the use of the corresponding funds.
Scenario 3: Sell the GSB, Sell the Casa, and Optimize the Administration Building
CONSIDERING:

That the General Assembly through AG/RES. 2892 (XLVI-O/16) of June 2016 instructed the Secretary General to “submit to the Permanent Council for consideration and 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.(…)’’;

That a comprehensive real estate strategy for the OAS should address all real property owned by the OAS and its General Secretariat and reflect the Organization’s needs and the financial capacity of the General Secretariat; and 

NOTING:

Documents CAAP/GT/RVPP-285/17 rev. 1, CAAP/GT/RVPP-291/17 rev.1 and CAAPGT/RVPP-303/17 rev.1,
RESOLVES:

1. To authorize the sale of the General Secretariat Building, located on F street NW, Washington DC, and the construction of a new building on the lot of and adjacent to the Main Building (17th Street and C street) through the launch of a competitive bidding process that will include a request for proposals with the following elements and options:
a. The construction of a new building of at least 100,000 sqft of office space and functional space plus underground parking;
b. An option for the General Secretariat to retain ownership of the GSB and use of the building until the construction of the new building is completed, at which time the sale agreement of the GSB would be completed; such options, if offered would include a proposal to refinance current debt on the GSB, a requirement for the deferred sale of the property; and

c. The retrofitting of the Administration Building to meet the needs of the General Secretariat.
2. To authorize the sale of the Casa del Soldado through the launch of a competitive bidding process and the relocation of the IADB to the retrofitted Administration Building, in accordance with the following conditions:

a. The retrofitting of the Administration Building to meet the needs of the General Secretariat;
b. The guarantee that the IADB will be relocated to the Administration Building only once this building has been retrofitted to meet the needs of the General Secretariat and of the IADB, in accordance with its rules and regulations; and

c. The deposit of the net proceeds from the sale of the Casa del Soldado, less the anticipated costs associated with the relocation of the IADB to the Administration Building, in the Fund for Building Improvement, Maintenance Services, and Other Urgent Needs (“BIMS”), to address the retrofitting of the Administration Building, deferred maintenance and other infrastructure issues in the Organization’s remaining buildings.
3. To instruct the General Secretariat to conduct the bidding process for both properties in accordance with its rules and regulations and based on the above elements and to conduct an analysis of offers received to determine the best value proposal. The General Secretariat may include multiple proposals if bidders make offers with distinctly different potential benefits.
4. To instruct the General Secretariat to proceed with necessary retrofitting of the Administration Building.

5. To instruct the General Secretariat to initiate the relocation of the IADB to the retrofitted Administration Building in accordance with the above conditions.

6. To instruct the General Secretariat to use the proceeds of the transactions authorized above for purposes explicitly set forth in this resolution and to use any remaining funds to address deferred maintenance and other infrastructure issues in the Organization’s remaining buildings.
7. To instruct the General Secretariat, in accordance with articles 114-116 of the General Standards, to submit quarterly reports to the CAAP on the activities authorized above and on the use of the corresponding funds.
8. To amend Article 32.1 of the Statutes of the Inter-American Defense Board (“IADB”) to state:
The IADB has its headquarters in the city of Washington, D.C., United States of America. The OAS General Secretariat shall provide the IADB with facilities for its headquarters within the premises of the OAS General Secretariat in Washington, D.C. The IADB has the status of a public international organization and its own legal personality under the laws of the host country.
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