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· The OAS General Secretariat is suffering a financial crisis which is the culmination of several years of inadequate funding to meet mandates.

· Selling the Casa del Soldado (Pink Palace) would yield funds to immediately address critical maintenance requirements, would cut ongoing operating costs to the organization, and offer advantages to the Inter-American Defense Board personnel who would move to the General Secretariat Building on F Street.  
· In its 2010-2011 report, the Board of External Auditors first recommended selling the Casa del Soldado.  The Board included related recommendations (Annex I) in each subsequent report.  From the 2012-13 report: “1.9 The Board recommends the sale of the Casa del Soldado, with all proceeds from the sale being used only to address facilities infrastructure problems and deferred maintenance at other OAS properties.”

· For at least the past decade, well-documented deferred maintenance requirements built up for the seven GS/OAS maintained buildings.  The estimated costs are above $37 million.  The General Secretariat has no capital budget to meet these increasingly urgent requirements.
· In addition to the above requirements, the Casa del Soldado, which houses the Inter-American Defense Board, also has an estimated $600,000 - $1 million of deferred maintenance that renders building operations inefficient and costly.  Again, there is no capital budget to address these growing requirements.  
· The Inter American Defense Board (IADB) is an important entity of the OAS, responsible for providing the OAS and its member states with technical and educational advice and consultancy services on matters related to military and defense in the Western Hemisphere, thus contributing to the fulfillment of the OAS Charter.  (Article 2.1 of the Statutes of the IADB)
· If the General Assembly approves the sale, the General Secretariat would move the IADB to the General Secretariat Building on F Street.  IADB staff would occupy more efficient office space and gain access to modern communication technology, meeting rooms, translation facilities and other amenities.  Co-location of IADB staff would permit improved coordination with all areas of the General Secretariat and Member State representatives. Finally, IADB staff would experience reduced workload related to operating a separate building.
· The General Secretariat would reallocate the $149,500/year (line 34K of 2016 budget) which currently pays for the building operating expenses of the Casa del Soldado.  These funds are insufficient to satisfy the proper maintenance requirements of the century-old building (constructed 1905) and could be applied to meeting other building operating and maintenance costs.  
APPENDIX I
RELEVANT EXCERPTS FROM BOARD OF EXTERNAL AUDITORS 
REPORTS TO THE PERMANENT COUNCIL
· 2013-2014 Report 
The Board is aware that the historic property referred to as the Casa del Soldado is currently used as office space at less than capacity, and that the cost to maintain the property continues to far exceed the ability of the OAS to absorb it into its budget.

7. The Board recommends that the OAS develop a deferred maintenance strategy that preserves the assets for on-going and future use.

8. The Board recommends that the OAS develop a fixed asset strategy (which considers the sale of underutilized assets) that maximizes the use and investments in its fixed assets portfolio.

· 2012-2013 Report
1.8 The Board recommends that the OAS implement a deferred maintenance strategy that preserves the assets for future use.

The Board is aware that the historic property referred to as the Casa del Soldado is currently used as office space at less than capacity, and that the cost to maintain the property continues to far exceed the ability of the OAS to absorb it into its budget.  The Board still believes that the sale of the Casa del Soldado remains the most viable option to provide the resources necessary to address the maintenance backlog.

1.9 The Board recommends the sale of the Casa del Soldado, with all proceeds from the sale being used only to address facilities infrastructure problems and deferred maintenance at other OAS properties.

· 2011-2012 Report
The Board reaffirms its recommendation that the OAS implement a sustainable real property strategy that addresses the current deferred maintenance problems and preserves the assets for future use. This should include the sale of the Casa del Soldado.

· 2010-2011Report
1.7. The Board reaffirms its recommendation that the OAS implement a sustainable real property strategy that addresses the current deferred maintenance problems and preserves the assets for future use. This should include selling the Casa del Soldado.

1.8. The Board recommends that the funding and responsibility for the maintenance and repairs of the Casa del Soldado be transferred to the OGS.

APPENDIX II
RECOMMENDATIONS CONCERNING THE CASA DEL SOLDADO 
FOR CAAP AND THE AD HOC WORKING GROUP ON THE IMPLEMENTATION 
OF THE STRATEGIC PLAN FOR MANAGEMENT MODERNIZATION

The General Secretariat proposes the Permanent Council consider the following recommendations to address its portfolio of building deferred maintenance:
1. Request the General Assembly to modify the IADB Statutes and authorize the sale of the Casa del Soldado, consistent with multiple recommendations from the Board of External Auditors.  The General Secretariat fully supports the Board’s conclusion that the sale of the Casa del Soldado remains the most viable option to provide the immediate resources necessary to address the deferred maintenance backlog.

2. Move the Inter American Defense Board office to another General Secretariat building, using proceeds of sale from the Casa del Soldado to pay for the move, including the necessary renovations to prepare the office space.  

3. Deposit the proceeds of the sale of the Casa del Soldado in the Special Fund for Building Improvement, Maintenance, and Other Urgent Needs (BIMS) to be used exclusively to address deferred maintenance and other infrastructure issues in the OAS’s remaining buildings. Expenditures from this fund shall be approved by the Committee on Administrative and Budgetary Affairs. 

The above recommendations are incorporated into the attached draft resolution “SALE OF THE “CASA DEL SOLDADO” AND AMENDMENT OF THE INTER-AMERICAN DEFENSE BOARD STATUTES.”

For Reference: 

· Related Recommendations from the Report on Management Modernization
General Secretariat Comment: the following cost estimates under-estimate the likely costs of renovations.  They do not correspond to the cost estimates provided by the professional engineering firm in the “Existing Condition Report” from 2007.  

	60: Finance the capital costs of the Administration Building renovation, then conduct an office space reorganization (physical moves to match the new organizational structure and renewed office space in the Admin building), for approximately $14 million


	61: Finance the remaining deferred maintenance ($8 million), and the renovation of the historic Main Building of the OAS (provisional $4 million), for a total of approximately $12 million

	62: If the proposed revenue and expenditure measures are approved and have the intended effects, then from 2017 onwards, provide an additional $2.8 million yearly for building maintenance


APPENDIX III

DRAFT RESOLUTION

SALE OF THE “CASA DEL SOLDADO” AND 
AMENDMENT OF THE INTER-AMERICAN DEFENSE BOARD STATUTES

THE GENERAL ASSEMBLY,

TAKING INTO ACCOUNT the recommendations of the Board of External Auditors in its reports to the Permanent Council of 2011, 2012, 2013, and 2014 that the Organization sell the Casa del Soldado and use the proceeds of such a sale to fund deferred maintenance projects at  the other OAS properties;

RECOGNIZING that the Pan American Union acquired the historic property located at 2600 16th Street, Washington, D.C., known as the Casa del Soldado and as the Pink Palace, in March 1951, for the occupancy of the Inter-American Defense Board (“IADB”), and since that time, the IADB has continually occupied that property;

RECALLING that in 1986, the IADB, together with its own funds, resources from the host country, and an OAS contribution approved by the Permanent Council under CP/RES. 417 (590/84), added a ten-thousand square foot annex to the Casa del Soldado and completed structural repairs to the then existing historic structure;

BEARING IN MIND that engineering studies conducted in 2007 by the firms of John Milner and Associates and Cagley and Associates revealed structural deficiencies and deterioration in the Casa del Soldado requiring repairs then estimated at $1.8 million;

CONSIDERING that other properties of the General Secretariat, including the historic Main Building, Museum, Casita, General Secretariat Building and Administration Building are in need of deferred repairs projected to cost in excess of $37 million, and that the Building Maintenance Strategy of the General Secretariat projects that resources from existing funding sources will cover only a small fraction of these costs, and that the annual appropriations in the Regular Fund Budgets approved by the General Assembly in recent years for building maintenance have not provided adequate funds for even routine maintenance;

CONSIDERING that adequate space is available in other General Secretariat Buildings in Washington, D.C. for the occupancy of the IADB, and that the sale of the Casa del Soldado could provide revenue to the General Secretariat to finance urgently needed repairs to the Organization’s other Headquarters properties;

NOTING that pursuant to Resolution AG/RES. 2157 (XXXV-O/05), the Secretary General established in 2005 the special Fund for Building Improvement, Maintenance Services, and Other Urgent Needs (“BIMS”); and

TAKING INTO ACCOUNT that Article 32.1 of the Inter-American Defense Board Statutes states: “The OAS General Secretariat shall allow the IADB to occupy and operate as its headquarters the property known as Casa del Soldado, located at 2600 16th St., N.W., Washington, D.C.,” and that Article 34.3 of the IADB Statutes further provides that the Statutes “may be amended only by the General Assembly, upon its initiative or upon the recommendation of the OAS Permanent Council,”

RESOLVES:

1. 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 meetings and headquarters staff within the premises of the OAS General Secretariat in Washington, D.C., subject to the OAS General Secretariat’s needs and priorities.

2. To authorize the Secretary General to negotiate the sale of the Casa del Soldado and to conclude the sale after consultation with the Permanent Council.


3. Upon conclusion of the sale, instructs the Secretary General to: 

a.  
Provide, subject to the priorities and needs of the OAS General Secretariat, office space for the Inter-American Defense Board staff at the OAS General Secretariat’s Headquarters Buildings, and adequate facilities within those Buildings for the conduct of the meetings of the Board, using proceeds of sale from the Casa del Soldado to pay for the move, including the necessary renovations to meet the office and technical requirements of the IADB staff, consistent with General Secretariat standards.  


b.  
Deposit the entire net proceeds from the sale of the Casa del Soldado, after spending for the above relocation costs, in the Fund for Building Improvement, Maintenance Services, and Other Urgent Needs (“BIMS”), to address deferred maintenance and other infrastructure issues in the OAS’s remaining buildings. Expenditures from this fund shall be approved by the Committee on Administrative and Budgetary Affairs (CAAP) of the Permanent Council; and;

c.  
Submit annual reports to the CAAP on the use of BIMS funds as authorized in paragraph (b) above.
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