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Summary:

This document proposes a real estate strategy for the General Secretariat consisting of short term component and a long term component.

In the short term, in 2012-2013, the GS/OAS will expand the resources available for building maintenance by expanding the rental income available to the General Secretariat by $100,000 in 2012 and $200,000 in 2013, and by continuing to draw on the income of the Hall of the Americas Fund and the Parking Fund to support appropriate building maintenance expenses 
For the long term, the GS/OAS proposes to draw upon the GS/OAS equity in the F Street property as a source of funding for long-term maintenance issues.  With this in mind, the GS/OAS proposes to form a CAAP task force to assess the possibility of reaching an agreement with a commercial real estate developer to sell the GS/OAS building at 1889 F Street and use the proceeds to retire the existing mortgage on the F street property, build a new, smaller building at the C Street campus to house the Secretariat, fund the GS/OAS’ continued use of the F street building until the new C street building is ready for occupancy, and fund the major deferred maintenance at the Main Building and Administration Building.  If this assessment is positive, this task force would also prepare a draft resolution for the consideration of the Permanent Council to authorize the General Secretariat to enter into an agreement with a commercial developer to implement this plan.  
A. Background
In January 2011, the Secretariat determined that the following principles will guide the future development of the GS/OAS real property inventory:

1) Funding of deferred, as well as routine maintenance and renovation of the OAS buildings must come either from regular or specific fund contributions, or from sale or rental of existing OAS property, or from commercial financing.

2) The Hall of the Americas and the Parking accounts will continue contributing to defray the cost of repairs, upgrades, and building maintenance.

B. Annual Maintenance Funding Requirements

The Current Replacement Value (CRV) of GS/OAS properties is estimated at $171 million.  According to industry guidelines, the GS/OAS should invest annually between 2 to 4% of CRV value in building maintenance, for an estimated $3.4 to $6.8 million.  Between 2009 and 2011, the GS/OAS annual average maintenance investment was approximately $ 800 thousand (0.464% of CRV Value), as indicated in the table below.  Therefore, the building maintenance backlog is estimated at a minimum $2.6 million annually ($3.4 Million - $ 800 thousand).
C. Current Funding for Deferred and Annual Maintenance 

In 2009 - 2011, the GS/OAS budgeted annually approximately $ 800 thousand in buildings maintenance, as indicated in the table below:
	Income (in thousands)
	2007
	2008
	2009
	2010
	2011

	Regular Fund
	$4,768
	$5,021
	$5,090
	$5,090
	$5,090

	Rental Income
	$1,285
	$1,346
	$1,313
	$1,487
	$1,430

	Total Income
	$6,053
	$6,367
	$6,403
	$6,577
	$6,520

	Expenditures
	2007
	2008
	2009
	2010
	2011

	Mortgage
	$1,936
	$2,050
	$2,058
	$2,053
	$1,879

	Utilities
	$1,241
	$1,306
	$1,331
	$1,506
	$1,497

	Building Services Contracts
	$1,830
	$1,942
	$2,094
	$2,250
	$2,193

	Building Maintenance
	$1,022
	$1,064
	$770
	$737
	$878

	Total Expenditures & Obligations
	$6,029
	$6,362
	$6,253
	$6,546
	$6,447

	Returned to RF/Rental Income 
	$24
	$6
	$150
	$31
	$73


D. Real Estate Management Strategy
In order to address both urgent short-term as well as long-term unmet deferred maintenance needs as identified in the Existing Conditions report and structural survey of the Pink Palace (Casa del Soldado), the GS/OAS proposes the following Strategy:

1. Short Term, Urgent Deferred Maintenance Issues:  The GS/OAS will expand the resources available for building maintenance from the existing sources outside the Regular Fund budget:

a. Rental income:  The GS/OAS, beginning in April 2012, will make available for rental an additional 5000 square feet of office space at the F Street building (See Annex for site location), expanding future annual rental income by approximately $200,000 at 2012 prices.  This will be accomplished by moving a number of personnel currently occupying offices at F Street to the Casa del Soldado, and by reorganizing office space at F Street.

b. Hall of the Americas Account:  In 2011, the GS/OAS reformed costing procedures for rental of space in GS/OAS facilities for special events, enabling full recovery of the actual costs of those events.  This reform doubled Hall of Americas account revenue from about $150,000 in 2010 to about $300,000 in 2011.  The GS/OAS will continue to implement these procedures in 2012.

c. Parking Account.  The GS/OAS will continue, as in the past, to charge costs attributable to parking services for GS/OAS staff to the Parking account, with a view to ensuring full cost recovery.
2. Long Term Deferred Maintenance Issues:  The GS/OAS proposes to make available significant resources to address the long-term deferred maintenance issues without requesting increases in quota contributions from members.  This would be accomplished through a commercial agreement that enables the GS/OAS to use the equity accumulated in its property at 1889 F Street to fund the deferred maintenance.  The agreement would include the following elements:
a. Sale of the building at 1889 F Street (300,000 square feet)

b. Repayment of the existing $25 million mortgage on the F Street property 
c. Construction of a new building at C street (150,000 square feet) (See Annex for site location)
d. GS/OAS continued use (lease-back) of the F Street building during construction of the new building

e. Funding the Building Maintenance Fund (BIMS) at a level sufficient to implement deferred maintenance at the Main Building and Administration Building.  (The level of funding availability would vary depending on the sale price of the F Street building and the cost of the new C street building; the initial GS/OAS estimate is that approximately $25-30 million would be available.)
The impact on the Regular Budget of this plan would be as follows:

-- Regular Fund income would be reduced by the amount of the Rental Income item ($500 thousand).
-- Regular Fund expenditures would be reduced by the amount of the Mortgage Repayment item ($1.6 million under Subprogram 102D, Building Management and Maintenance).

--Although the overall Regular Fund budget ceiling would be reduced by $500 thousand, there would be a net increase of $1.1 million in Regular Fund resources available for building maintenance.
The GS/OAS recommends that the CAAP consider establishing a task force to work with the GS/OAS in exploring with commercial real estate developers the possibility of structuring a commercial agreement including all of the above elements.  In the event such an agreement proves to be feasible, the task force would prepare a draft resolution for the consideration of the CAAP and the Permanent Council that would authorize the General Secretariat to enter into such an agreement.
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