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Background

On February 16, 2017, members of the CAAP Program Review Working Group considered document CAAP/GT/RVPP-285/17 rev.1. The objective of the document, prepared by the Chair of the Working Group, was to provide an overview of all the work done to date towards developing a real estate strategy. The document highlighted that until now, the focus has been on assessing the costs for repairing and maintaining OAS/IADB buildings and that the assumption was that the OAS would retain all of its buildings with the exception of the Casa del Soldado, which would be sold to cover part of the deferred maintenance costs of the other buildings. 

Given that selling the Casa del Soldado only addresses a portion of the deferred maintenance and provides no assistance in addressing long-term maintenance costs of remaining buildings, the document further proposed a new approach for considering a real estate strategy. This new approach would be based on assessing the actual needs of the OAS/IADB, i.e., how much total space is needed for the OAS and the IADB to house all their employees and to conduct their regular activities. Using this approach, member states took into consideration the following analysis:
· Considering that the OAS has 656 employees (staff members, associates, CPRs, Interns and Fellows included) and that the IADB has requirements for 82 office spaces, we should use a prudent working assumption of 800 employees, which allows for all current OAS/IADB employees, plus 62 extra employees for future flexibility. 

· Using the USA General Services Administration ‘Workspace Utilization and Allocation Benchmark , we should use a generous working assumption of 230 Rentable Square Footage (RSF) per employee (1 RSF = 0,093 Rentable Square Meters - RSM). This includes offices space, meeting rooms and other functional space. As a result, this suggests that the OAS and IADB would need in total 184,000 RSF in office/functional space.
· When considering the General Secretariat Building, the Administration Building and the Casa del Soldado, where the vast majority of employees are located, we estimate that the OAS has 316,377 RSF available for their employees. This data suggests that the OAS and the IADB have at least 132,377 RSF above what they actually need. 

· 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. In addition, when considering the annual costs for utilities, security and cleaning, as well as money the OAS should prudently set aside for maintenance and recapitalisation, the OAS/IADB should budget for approximately $7.3 M in annual in recurring costs, which represents over 10% of its total budget of $72 million. 

· By reducing its office space to approximately 184,000 RSF (without counting the Main Building, Museum and Casita), the OAS could potentially be saving $2 million in annual recurring costs (using a prudent approach). 

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.

Objective 
After having identified the needs of the OAS/IADB in term of space requirement to conduct their regular activities, OAS member states mandated the Chair of the Program Review Working Group to develop for their consideration options for reducing the total space owned by the OAS and the IADB in way that meets the current and future needs of the two organisations and their financial capacities.
Methodology

Before OAS member states decide on the options to pursue, the Chair proposes to look at 2 fundamental questions for each building:

1. What is the current situation of each building owned by the OAS?

2. What are the options for each of these buildings?

To do so, we will group the buildings owned by the OAS into three (3) categories:

1. Office/Meeting buildings: General Secretariat Building (F Street); Administration Building (19th Street); and Casa del Soldado;

2. Cultural/Event buildings: Main building (17th Street); Museum of the Americas; Casita (beside the Museum);

3. Residential: SG Residence; Annex to the SG Residence; Land between the SG Residence and the Annex.
The information provided below analysis the space utilisation (see Annex 1 for a Summary), an analysis of the costs associated with each building (see Annex 2 for a Summary), and an analysis of potential options (see Annexes 3-4 for a Summary). It is not meant to be a final analysis of each option. Instead, it aims at stimulating a conversation amongst OAS members. There may be other options that allow us to meet our two objectives in reducing the space the OAS uses to what it needs and can afford (including by addressing the deferred maintenance). Further analysis on the feasibility and impact of the options pursued will be needed before deciding on options that will be part of a comprehensive real estate strategy. Implementing these options will also likely be phased in time. 
1. Office/Meeting buildings

1.1. General Secretariat Building (GSB)

Description

This GSB has 8 floors of office space, plus at Terrace Level (TL) which is primarily for meeting and cafeteria space, plus 3 levels of underground parking.  Currently, 524 OAS employees work in this building, occupying a total of approximately 192,000 RSF, including meeting rooms and other functional areas. 52,500 RSF is currently rented, providing annual revenue of $2,097,286. The building and land is currently assessed at $106,243,160 based on D.C. Property Tax assessment. The OAS has bonds on the property (a commercial-type mortgage) valued at approximately $26 million in the current market. The revenue from renting space in the building covers the payment of these bonds. The only restriction on the use or sale of the building is that the OAS can only rent space in this building to non-profit organisations, which significantly reduces the number of potential renters. The current configuration of this building is sub-optimal and further limits potential revenue from renting space.

Analysis

· With 524 employees occupying 192,000 RSF, the General Secretariat Building currently has a ratio of 366 RSF/employee;

· Given that the building has 244,412 RSF, it could house 1062 employees when using the ratio of 230 RSF/employee, more than the agreed working assumption of 800 employees of the OAS and the IADB;

· The building provides 77.3% of the available rentable square footage, while representing 37.3% of deferred and recurring costs;

· Currently, the building represents an annual recurring cost of $7,478 per employee. If optimized at 230 RSF/employee, this cost would be brought down to $3,687 per employee;

· Using more space for OAS employees means that the OAS would reduce or lose the current rental revenue used to pay the bonds (mortgage);

· The cost for optimizing the GSB has not been assessed.

Options

a) Increase the number of OAS employees in the building

As indicated before, all of OAS/IADB employees could be located in the GS Building. This would require an important retrofitting of the building configuration to optimize the RSF available. The OAS would have to terminate all or a portion of the leases on the space currently rented. It also suggests that the OAS would either sell or repurpose the Administration building and/or the Casa del Soldado. This option implicitly suggests a decision to close or move the Library (see below discussion on Administration building)
Pros: 

· This would allow to consolidate into one location all OAS employees and consolidate the OAS ‘foot print’ in the area, facilitating exchanges and collaborations between employees;

· By consolidating all employees in one location, it suggests that overall deferred and recurring maintenance costs for the Administration building and/or the Casa del Soldado would be eliminated once they have been disposed of;

· By having all employees in the GSB, it would help reduce the security gap that has been identified as a serious concern.

Cons:
· Terminating revenue-generating leases would reduce this OAS’ income used to cover the ‘mortgage’ on the building;

· Selling the Casa, and Administration building (if it can be sold), would not be sufficient to cover the full amount of the mortgage (approximately $26 million). The OAS would need to continue leasing a portion of the building, or find an additional source of income to pay for the residual mortgage if no more space is leased;

· There are no resources available to retrofit the building;

· There are no resources available to cover the deferred maintenance on this and other buildings.

b) Sell the building

The issue of selling the GSB has previously been raised as a possibility, but never discussed in depth. Given that the building exceeds by far the space requirements of the employees currently located in the building, consideration could be given to selling the GSB and renting or buying a smaller building elsewhere. Alternatively, the OAS could consolidate all employees around the Main building by either: i) constructing an ANNEX to the Administration Building; or ii) constructing a NEW building that would be located where the Main Building parking area is located. On this latter option, the OAS has received an unsolicited bid from a land promoter which would buy the GSB at its market value, lease back to the OAS the space needed for its activities, while financing the costs associated with constructing this new building. Early estimates suggest that it would cost $48 million for constructing this new building. There are no estimates for constructing an annex to the Administration building. The OAS would continue to own the GSB until construction is completed, would generate rental revenue during that period, and employees would only be moved once the construction of the annex or new building would be completed. 
Pros:

· Selling the GSB would generate important revenue for the OAS, at least $105 million, with which the OAS could pay the mortgage on the GSB (approximately $26 million). The remaining funds (approximately $75 million) would then be available to cover the deferred maintenance of all other buildings and allow the Organisation to set the money left aside in the Reserve Fund;

· Selling the GSB would reduce the OAS’ liability associated with a building that requires over $5 million in deferred maintenance and almost $4 million in annual recurring costs (not even including the ‘mortgage’ payments);

· The Annex to the Administration building or a new building would both have limited maintenance costs in the short term, although the OAS should still plan on setting aside money for maintenance and recapitalization.

Cons:
· If the OAS were to rent another building to locate the 524 employees currently in the GSB, the OAS should budget annual rental expenses of approximately $5.2 million per year, based on the DC standard ($10,000/employee). This rental cost is $2 million above what the OAS should plan for annual maintenance and recurring costs for a building the size of the GSB;

· The total costs for building a new building ($48 million) is an estimate and there is a risk, as is often the case, that the final cost could be 10-20% higher;

· For both constructing an Annex to the Administration building or constructing a new building, the OAS would require the approval from the US Government given restrictions imposed on the use of these properties. It may be more difficult in the case of the Administration building since the OAS does not own the land.

c) Increase the rental income from the building

Given the GSB has more space (244,412 RSF) than what would be needed to locate all 800 OAS/IADB employees (184,000 RSF, or 165,140 RSF if the IADB is not moved to the GSB), the OAS could optimize the space it uses in the building and increase the space leased. 

Using the proposed 230 RSF allocation for the 524 employees currently at the GSB, a total of 71,391 RSF would become available for rent. This space could generate an estimated 2.85 million in additional rental income (@$40/RSF). Using the proposed 230 RSF for a population of 800 employees would create 7,911 RSF in available space, for a potential rental income of $316,440 (@$40/RSF).
Pros:
· Increasing the space leased would increase the revenue;

· The OAS optimizes the use of the building;

· The OAS reduces the maintenance and liability for the buildings sold.
Cons:
· The additional income generated by increasing the leasing space would not be sufficient to address the deferred maintenance of the GSB or any other building;

· The additional income generated by increasing the leasing space would not address the annual maintenance and recurring costs for the GSB or any other building

· The OAS has limited to no capacity in the area of property leasing. This is already a burden.

1.2.  Administration Building

Description

Currently, 81 employees from Legal and Administration services work in this building, occupying 4 floors of the building. Over approximately 12,182 RSF of the building’s main floor is occupied by the Columbus Library, plus a basement with approximately 11,145 RSF used for Institutional Archives (OAS documents are archived in the ADM building). The Library responds primarily to Member States and Official requests for information rather than general public. In addition to registry/archiving of the corporate records of the OAS, last year staff responded to 3775 information requests, largely by Member States. The Secretariat for Hemispheric Affairs, which manages the Library, is currently exploring options for reducing the space used by the Library and the Archives, including through strategic collection, consolidation and digitizing of documents. There are important restrictions on what the OAS can do with this building. The OAS owns the building, but the US government owns the land where the building is located. Basically, the OAS can only use the building for its offices and cannot rent for profit. The OAS could only sell the building if the US government agrees, and the US government has the first right of purchase, which means that in reality the OAS would likely only be able to sell the building to the US government. This significantly reduces the market value of the building and it would take many years to even get approval on the sale and agree on a price.
Analysis

· With 81 employees occupying approximately 27,980 RSF (without counting the Library and Archives), the Administration building has a ratio of approximately 345.4 RSF/employee;

· Without the Library, the building could house up to 223 employees, including meeting rooms and other functional spaces;

· Currently, the building represents an annual recurring cost of $14,225 per employee. If optimized at 230 RSF/employee, this cost would be brought down to $5,165 per employee;

· Retrofitting this building has been previously discussed in the context of housing the IADB. The cost was roughly estimated at $9M in 2015, but could potentially be higher (to address issues such as asbestos and possible structural issues).
Options

a) Increase the number of OAS employees in the building

As mentioned before, the Administration Building as it is currently configured is highly inefficient. The issue of optimizing the building has been discussed in the context of the sale of the Casa del Soldado. When looking at utilizing to full space available in the building, we also have to assess the need for a full-time collection-based library. Establishing an arrangement with a university in the Washington area has been suggested as an option for relocating the books currently on display in the library, ensuring greater accessibility and improving storage conditions. However, a recent discussion with George Washington University indicates they no longer have space to proceed with such an option. Alternatively, the Library or the archives could be relocated in the basement of the Main Building, although there would be important moving costs associated with this relocation. Either way, increasing the number of OAS employees in this building cannot be considered in isolation as there are simply no resources available to do the work for reconfiguring the building (approximately $9 million). Therefore, any discussion on increasing the number of OAS employees must be combined with a discussion on selling another property, such as the GSB or the Casa.

Pros:
· By optimizing the building, we could increase its capacity up to 223 employees;

· Having a greater number of employees in the building would further consolidate the OAS footprint in the area and reduces the security gap mentioned before.
Cons:
· Optimizing the Administration building is not sufficient to address all the space requirements for OAS/IADB employees. It must be combined with another option;

· Funds have to be identified to carry on the reconfiguration work.

b) Sell/Rent the building

An option could be to sell or rent the building and relocate the employees in another building. This would also affect the future of the Library.
Pros:
· Selling or renting the building would reduce the space used by the OAS;

· Selling or renting the building could generate revenue.
Cons:
· Given the restrictions on the use or sell of the building (the OAS owns the building but not the land), it highly unlikely that the US government would agree to the OAS renting the building;

· Should the OAS decide to sell, the US Government would have the first right of purchase. It is unlikely that in these conditions the OAS would receive the fair market value for this historical building;

· It is unclear if an arrangement can be put in place for relocating the Library in another University Library;
· It is unclear that having the Library in the basement of the Main building would increase its use;

· The Administration building is linked to the Main building through an underground tunnel used for ventilation and other building mechanical equipment. Selling/renting the property would have implications for the tunnel and its equipment.
1.3. Casa del Soldado

Description

The IADB was created in 1942 and is an entity of the OAS established under the last paragraph of Article 53 of the OAS Charter. The OAS purchased the Casa for the IADB in 1951. As a result, the Statute of the IADB was amended to mention specifically at Article 32 that: “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”. According to this same provision: “the IADB, under its own legal personality, may enter into and carry out contracts or agreements; hold funds, real property, and movable property; and purchase, sell, lease, improve, or operate any goods or property.” A proposal was presented in 2011 (CP/CAAP-3123/11 rev 1 corr.1) to amend this Article 32 to remove the specific reference to the Casa and indicate that: ‘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 DC.” This proposal was not adopted.

The issue of selling the Casa, has been the subject of discussions over the last 30 years. Some argue that the building is the essence of the IADB identity, the same way the Main building is to the OAS. In recent years, the focus in discussing the Casa has been on ensuring that the needs of IADB would be fully met wherever it would be relocated. To that effect, the IADB has provided a detailed analysis of its needs, which were considered last year by the MMI Working Group.

Although the IADB has on average 50 employees present in the building (based on their phonebook), it also requires additional space for visiting officers, fellows and associates. As a result, the IADB has indicated it requires office space for 82 employees, as well as meeting rooms and other functional spaces.

Analysis

· With a maximum staff of 82 employees as indicated by the IADB, the Casa has a ratio of 252 RSF/employee;
· With 82 employees the building represents an annual recurring cost of $2,886 per employee. If optimized at 230 RSF/employee (89 employees), this cost would be brought down to $2,635 per employee.
· When considering the requirement of 82 work spaces, the IADB would need 18,860 RSF, including meeting rooms and other functional spaces.

Options

a) Keep the Casa
Selling the Casa is one of many options. Another option could be to keep the Casa and consider optimizing the building to increase the number of IADB/OAS employees located in the building. In fact, the OAS and the IADB discussed in 2012 establishing a Strategic Partnership that would allow the General Secretariat and the IADB to share facilities and other assets for a more effective and efficient use of resources (document CP/CAAP/RVPP-13/12). According to this Partnership, the IADB would have provided the 4th floor of the Casa for OAS employees, and the OAS would have provided offices and meetings rooms for the IADB use in the GSB. The partnership IADB/OAS was implemented between 2012 and 2013. The Trust of the Americas was relocated in IADB premises (4th floor). OASGS collaborated with building maintenance for about $45,000 in 2012 and $60,000 in 2013. In 2013 the Trust of the Americas returned to GSB. As part the agreement, two offices were provided in the ADM to IADB.  Those offices remain assigned to the IADB.
Pros:
· Increasing the space would make the Casa more efficient and allow for a few OAS employees to be located there;

· Further implementing the Partnership could give the IADB better meeting facilities that in the Casa where meeting room capacity is very limited.
Cons:
· There are no resources available for retrofitting the Casa;

· Keeping or Optimizing the Casa does not address the deferred maintenance of the Casa or other buildings, nor the longer term maintenance and recapitalization costs.

b) Sell the Casa

This issue has been discussed at length already. The Casa could be sold to a third party. It could also be sold the IADB itself, which according to Article 32 of its Statute has the legal personality required to purchase, sell or lease a property. An offer for $16 million was made in 2016 for the building. Selling the Casa automatically means that the IADB must be either relocated in an OAS building (the Administration building or GSB), or that the IADB rent or buy another building, or rent back the Casa from the new owner of the building, if such agreement can be reached. Given that the OAS owns the Casa, the proceeds from the sale would belong to the OAS, not the IADB, unless a different arrangement were to be made. These proceeds could be used either towards the deferred maintenance of other buildings, or towards retrofitting the Administration building or the GSB.

Pros:
· Selling the Casa would generate important revenues ($16 million) that could be used to cover the deferred costs of other buildings or retrofitting the Administration building or GSB to create space for IADB employees;

· Selling the Casa reduces the OAS liability and financial burden associated with the deferred maintenance of the Casa;

· Selling the Casa also reduces the security gap;

· Should the IADB relocate in an OAS building, this could facilitate the cooperation and cross-fertilization between the two organisations, as envisaged in the proposed Partnership Agreement.

Cons:
· Selling the Casa means that the IADB would lose its current physical identity;

· Funds generated from the sale are not sufficient to cover all the deferred costs for other buildings.
2. Cultural/Event Buildings

2.1. The Main Building

Description

The Main building is the essence of the OAS identity and footprint in Washington. It represents an important part of the OAS cultural and architectural heritage. Although the building is vast, it is mainly composed of meeting rooms and functional areas, offices allocated to the Secretary General and members of his office, as well as a few other offices for other OAS employees. There are 45 employees working in the building, including the SG office employees. If we leave aside the area where the SG office work spaces are, the main building has 77 work spaces, including in the basement. However, the main purpose of the building is not to offer office space but rather meeting and event spaces. Although the OAS owns the building and the land, the building must be used as the OAS Headquarters. If the OAS were to cease using all or part of that building as its Headquarters, the US Government would have the first right to purchase the property. The Main Building and grounds (including the Museum and Casita) have recently been included on the National Heritage Landmark registry allowing the OAS to apply for some funding for specific refurbishments. Any reconstruction may require consultation to not jeopardize this status.
Analysis

· Given the total size of the building (109,609 sq. ft), the Main building offers a low number of rentable square footage (63,359 RSF);

· Empty cubicle space in the basement could be converted to an additional  meeting room or a dedicated television studio (public relations);
· This available office space is of low value given its basement location. A majority of employees currently located in the basement could be relocated to another building as part of considering a real estate strategy;

· Given the above and that the main purpose of the building is for meetings and events, there is little value in analyzing the maintenance cost per employee or the ratio of RSF per employee.

Options

Given the purpose of the Main building, there is no point in discussing the sale or rental of this building. However, other options could be explored:
a) Increasing the space for OAS employees

The only area where space for employees could be increased is in the basement. Currently, there are 23 employees in the basement. There are also 22 vacant spots.  Some reductions in space allocation can be achieved, but would not gain much space. 
Pros:
· Increases the efficiency of the basement.

Cons:
· Offices in the basement have no windows, which is not an ideal work environment for having productive employees.
There are no resources available to reconfigure the basement without the sale of another property or the identification of such resources.
2.2. The Art Museum

Description

Historically, the building of the Art Museum was the OAS Secretary General’s residence. The Museum building is currently set up with various show rooms and a reception area were various functions have been held over the years. In addition to showcasing the permanent collection (second floor) and rotating temporary exhibits (first floor), the Museum holds in display or in storage (either at the Museum or at a storage facility in the Museum basement and the Casita) a collection of over 2000 pieces, estimated at approximately $20-30 million. (Note Sotheby’s is currently carrying out a pro bono evaluation of the collection). Approximately 20,000 visitors come to the Museum, every year. These temporary exhibits and visitors bring annual revenues of approximately $250,000. The Museum needs to improve its storage capacity, in order to properly maintain and conserve the permanent collection. The Museum was placed under the oversight of the SHA as of January 2016. Five curated collections are now available for display and circulation of major venues in Member States (for a fee, paving the way for a new income source). Plans are being considered to expand the Museum galleries to the Casita building, allowing for additional display space for the permanent collection. The Museum is considered to be part of the Main Building property and of the OAS Headquarters. As such, if the OAS were to cease using all or part of that building, the US Government would have the right to purchase the property.
Analysis

· Given that the building is not being used for housing employees, we cannot conduct an analysis of the maintenance cost per employee or the ratio of RSF per employee;

· In addition to $2.6 million in deferred costs and $471,000 in annual recurring costs, the Museum has estimated that over $971,000 would be needed to improve the storage system and ensure the conservation and restoration of the collection.
· No source of funds has been identified at this stage to either conserve the existing collection or to expand the exhibit facility. A grant proposals and fundraising events are being considered in order to identity potential donors.
Options

a) Retain the purpose of the Museum

Cultural diplomacy has been an important activity of the OAS from the 1940’s. The Museum is of considerable renown as is the OAS collection (third largest collection of Latin American and Caribbean art in the hemisphere). Many of the great artists of the Americas had their first showings at the AMA, and it is associated with the emergence of the artistic “cannon” of the Americas.

Pros:
· Maintains the cultural purpose of the OAS;

· Allows artists from the region to display their work.
· Initial efforts to engage new sources of funding are beginning to bear fruit and the Museum is occupying a higher level of visibility under current administration. 

Cons:
· Significant investments are needed to ensure the proper storage, conservation and restoration of the permanent collection, which is deteriorating;

· The building does not have sufficient space for a majority of the permanent collection to be on display. It is currently stored in the basement and in the Casita;

· Significant investments (from $2-14 million?) would be needed to provide appropriate exhibit space and storage capacity.

b) Repurpose the building

Although the suggestion has been made in the past for the OAS to loan its collection to a museum, such as the Smithsonian’s, where it could be more appropriately stored and conserved, it appears that this is no longer an option. If wanted to repurpose the building as a meeting facility and/or office space, the OAS would need to either store the collection, find an arrangement with another museum for the collection to be on display, or sale a portion or the totality of the permanent collection, generating possible revenues of several millions of dollars, but not without reputational damage at least in cultural circles.

Pros:
· Creates more meeting spaces and potentially office spaces;

· If arrangement with another museum can be reached, ensures the permanent collection is more appropriately stored and conserved;

· If arrangement with another museum, significantly increases the number of visitors who could see the collection.
Cons:
· Transferring or selling the permanent collection to a US or another government agency or museum would require approval by the Member States, and the OAS cultural legacy would no longer be on display on OAS premises;

· In addition to the deferred maintenance for the building ($2.6 million) which include work to address structural deficiencies, a source of funds would be required to repurpose the building;

c) Sell the building
The OAS owns the building and theoretically could sell it. However, it is part of the Main Building property and of the OAS Headquarters. As such, if the OAS were to cease using all or part of that building, the US Government would have the first right to purchase the property.

Pros:
· Selling the Museum building could generate revenue for the OAS;

· Selling the Museum building would reduce the OAS liability given the important deferred maintenance required.

Cons:
· The OAs would lose part of its historical footprint in the area;

· Selling the building would prevent the OAS from having its own museum, or using the building for other purposes;

· Having a ‘new neighbour’ may make any construction plans more difficult.
2.3. The Casita

Description

Historically, the Casita was the Carriage House of the historic Van Ness house, and later the garage for the SG’s vehicle with living space on the second floor for the driver and other official residence employees. It is the only surviving element of the Van Ness property and, as such, any remodeling could elicit heritage interest. The Casita is now used as a workshop and storage of the permanent collection, with 5 museum employees working in offices/workstations on the second floor (with a current capacity for 7). Plans are being considered to expand the Museum galleries to the Casita (as a museum annex).  This will expand Museum display wall space by some 30% and permit the permanent display of key signature pieces of the OAS collection. The Casita is considered to be part of the Main Building property and of the OAS Headquarters. As such, if the OAS were to cease using all or part of that building, the US Government would have the right to purchase the property.
Analysis

· The Casita as it currently stands has limited to no value for housing OAS employees or being used as a meeting facility;
· Should the Museum be retained, the costs associated with repurposing the Casita as a Museum gallery annex is approximately $70,000, in addition to relocating staff offices, permanent collection storage space and workshop.

3. Residence buildings

3.1. The Secretary General’s Residence

Description

The Residence was built in 1990 and was purchased by the OAS in 1996as the official residence of the OAS SG, where in addition to living quarters he can host visiting dignitaries. The OAS owns the building and the land. There are no restrictions on the use or sale of the property.
Analysis

· The residence currently has limited deferred maintenance (approx. $54,000). While the OAS is covering costs associated with utilities, security and cleaning services, little to no money is set aside for annual maintenance and recapitalization costs;

· Although the official DC Property tax assessment sets the value of the house at $2.2 million, a quick review of similar properties sold in the same area suggests that it may be worth $4 million. 

Options

a) Keep the Residence
The OAS keep the Residence as is.


Pros:
· The Residence offers a home for the SG;

· The Residence represents a real estate investment for the OAS. 
Cons:
· The Residence represents a liability for the OAS;

· The value of the Residence cannot be invested in deferred maintenance of other buildings.
b) Sell the Residence

The Residence can be sold, either right away, or during the transition between the current SG and the following one. The OAS could purchase or rent a smaller one (either a single home or an apartment), or give an allocation to the SG to rent a property during his/her tenure. Although the Residence does not require significant repairs, we can anticipate that to maintain its value the OAS will be required to upgrade the property and undertake more major work in the next decade (e.g. roofing, upgrading the kitchen and bathrooms, etc.). 

Pros:
· Selling the residence would provide an immediate revenue (approximately $4 million) that could be used towards purchasing a smaller residence, or to covered the deferred maintenance of other buildings;

· Selling the residence would reduce the OAS financial liability for this building, which will eventually require more significant repairs;

· Doing the transition after the departure of the current SG would be less of an inconvenience and avoid additional moving and other costs;

· Renting another property or providing an allocation to the SG rather than purchasing another property would reduce the OAS liability. It is far simpler than having to maintain a property. 
Cons:
· Selling the residence right away would represent an serious inconvenience to the current SG and the OAS would have to cover moving and potentially upgrade costs in the new residence;

· Buying another smaller property may require the OAS to invest in some upgrades of the new property and the OAS would remain liable for this property;

· Renting another property, or providing an allocation to the SG may economically be less valuable in the long-term than actually owning the property.
3.2. The Annex to the SG’s Residence

Description

The house beside the SG Residence, the ‘Annex’ was built in 1949 and purchased by the OAS in 1996 at the same time as the Residence itself. Originally it served as the living quarters for the SG’s security guards and other support staff. More recently it has served as a house for visiting dignitaries and senior members of the SG’s Cabinet. Currently, the Annex is unoccupied. There is no requirement to provide housing to any of the OAS employees. The OAS owns the building and the land and there are no restrictions on the use or sale of the property.
Analysis

· The residence has some deferred maintenance related to water leaks in the basement and other upgrades (approx.. $31,500). While the OAS is covering costs associated with utilities, and emergency maintenance  no funding is set aside for annual maintenance and recapitalization costs;

· The house is worth $910,800 according to the DC Property tax assessment. A quick review of similar properties sold in the area suggests it may be worth over $1 million. 

Options

a) Keep the Annex

Pros:
· The Annex offers a home for visiting dignitaries or SG senior executives;

· The Annex represents a real estate investment for the OAS. 

Cons:
· The Annex represents a financial liability for the OAS;

· The value of the Annex cannot be used for deferred maintenance.

b) Rent the Annex

Pros:

· Renting the Annex would provide annual income (approx. $48,000/year).

Cons:

· The Annex represents a financial liability for the OAS;

· The value of the Annex cannot be used for deferred maintenance
c) Sell the Annex

The Annex has little to no use currently. It could be sold right away. The current tenant could be given a 3-month notice as appropriate.

Pros:
· Selling the Annex would provide an immediate source of revenue ($1 million) that could be used to covered the deferred maintenance or retrofitting costs;

· Selling the Annex would reduce the OAS liability.
Cons:
· Selling the Annex would exclude the possible revenue if the property was rented.
3.3. The land between the SG’s Residence and the Annex

Description

The OAS also purchased a small piece of land between the Annex and the SG’s Residence at the same as time as when it purchased the Annex. 
Analysis

· The value of the lot is estimated at $242,380. However it has limited value in itself given its limited size which does not allow for the construction of a house according to modern DC standards.

Options

The land has limited value in itself given its size. However, combined with the lot where the Annex or the Residence are situated, it could increase the combined value of either property if they were sold.

Next Steps

· Discuss the proposed need-based options and explore others as relevant;

· Identify options to be further pursued / Identify options not to be pursued;

· Continue more detailed analysis of selected options that meet the needs and financial capacities of the OAS/IADB;

· Develop a ‘menu of options’ and recommendation for consideration by the CAAP and the PC. These options will need to meet the following 2 criteria:
1. Decrease the total space utilization at 230RSF;

2. Pay for deferred maintenance of remaining building and decrease annual recurring costs at a level the OAS can afford (approximately 4-5 million /year?)

Annex 1 –Space Utilization Analysis – Objective: Decrease space utilization at 230RSF
	 
	OAS Building
	Construction Area (sq. ft)
	Rentable Square Footage (RSF)
	RSF currently used 
	% space vs total RSF
	Current # of Employees
	Potential # of Employees
	RSF/Employee (current)
	Key Observation(s)

	
	
	
	
	
	
	
	
	
	

	1
	General Secretariat Building (GSB)
	362,217
	244,412
	191,911
	77.3%
	524
	1,063
	366
	 - exceeds OAS' office space needs
 - 52,500 RSF currently rented

	2
	Administration Building (ADM)
	63,799
	51,307
	51,307
	16.2%
	81
	223
	633
	 - most inefficient use of space
 - RSF/employee skewed by library, which occupies 23,327 RSF

	3
	Casa del Soldado
	33,500
	20,658
	20,658
	6.5%
	82
	90
	252
	 - most efficient use of space of the three "office" buildings (assuming 82 offices)
 - actual average number of employees is closer to 50

	Sub-Total
	459,516
	316,377
	 
	100%
	687
	 
	 
	 

	4
	Main Building (MNB)
	109,609
	63,359
	 
	 
	45
	 
	 
	 - OAS HQ building (not for sale)
 - prime meeting spaces
 - 22 vacant office spaces (basement)

	5
	Art Museum
	9,606
	6,590
	 
	 
	          -   
	 
	 
	 - considered part of OAS HQ 
 - could be repurposed

	6
	Casita
	3,240
	2,353
	 
	 
	6
	 
	 
	 - considered part of OAS HQ
 - limited value in repurposing

	Sub-Total
	122,455
	72,302
	 
	 
	51
	 
	 
	 

	7
	 SG’s Residence
	7,996
	 
	 
	 
	 
	 
	 
	 

	8
	S’s Residence Annex
	1,440
	 
	 
	 
	 
	 
	 
	 

	9
	Land between OAS SG Residence & Annex
	 
	 
	 
	 
	 
	 
	 
	 


Annex 2 – Cost Analysis – Objective: Pay for Deferred Maintenance and Decrease Annual Recurring Costs
	Building
	Rentable Square Footage
	2017 Proposed Propety Value*
	2017 Replacement Value of the building
	Deferred Maintenance Cost (Updated)
	Critical Deferred Maintenance* (Updated)
	% of Deferred maintenance vs building value (updated)
	Total Recurring Costs (Updated)

	% building def + rec costs vs total costs 
(by category)
	Annual Cost per employee

	
	
	
	
	
	
	
	
	
	Current
	Potential

	General Secretariat Building (GSB)
	244,412
	$106,243,160
	$70,626,280
	$5,055,000
	$550,000
	7.2%
	$3,918,243
	37.3%
	$7,478
	$3,687

	Administration Building (ADM)
	51,307
	$46,298,590
	$17,020,330
	$12,487,504
	$1,330,079
	73.4%
	$1,152,194
	56.7%
	$14,225
	$5,165

	Casa del Soldado
	20,658
	$11,997,420
	$3,488,580
	$800,000
	$350,000
	34.4%
	$236,657
	6.0%
	$2,886
	$2,635

	Sub-Total
	316,377
	$164,539,170
	$91,135,190
	$18,342,504
	$2,230,079
	 
	$5,307,094
	100.0%
	$24,588
	$11,487

	Main Building (MNB)
	63,359
	$107,323,802
	$11,821,463
	$16,405,822
	$2,412,419
	138.8%
	$1,583,870
	84.7%
	 
	 

	Art Museum
	6,590
	$9,405,728
	$1,036,019
	$2,630,807
	$275,321
	253.9%
	$220,151
	13.4%
	 
	 

	Casita
	2,353
	$3,172,450
	$349,438
	$251,314
	$135,702
	71.9%
	$144,428
	1.9%
	 
	 

	Sub-Total
	72,302
	$119,901,980
	$13,206,920
	$19,287,943
	$2,823,442
	 
	$1,948,449
	100.0%
	 
	 

	SG’s Residence
	0
	$2,176,980
	$1,297,910
	$54,000
	 
	4.1%
	$48,536
	 
	 
	 

	SG’s Residence Annex
	0
	$917,800
	$158,490
	 $31,500
	 
	 19.9%
	$11,434
	 
	 
	 

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

	Sub-Total
	 
	$3,337,160
	 
	$85,500
	 
	 
	$59,970
	0.0%
	 
	 

	TOTAL
	 
	$287,778,310
	 
	$37,715,947
	$5,053,521
	 
	$7,315,513
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Annex 4: Summary of Options for Office Buildings
	Building
	Restrictions on use/sale?
	Options
	Pros
	Cons

	OAS General Secretariat Building (GSB)
	N
	Keep - Move all OAS/IADB personnel from Casa and ADM building to GSB
	 • facilitates exchanges and collaborations between employees;
• eliminates deferred and recurring maintenance costs for ADM & Casa
• facilitates security
	• loss of rental income
• Sale Casa + Adm insufficient to cover the full amount of GSB debt (approx $26M)
• no resources available to retrofit the building
• no resources available to cover deferred maintenance

	
	
	Sell the property and rent, buy or construct a smaller building
	• generate approx $105M Revenue
• reduce the OAS’ liability associated for > $5M in deferred maintenance and almost $4M in annual recurring costs (not even including the ‘mortgage’ payments);
• The Annex to the Administration building or a new building would both have limited maintenance costs in the short term
	• Est cost of $5.4M/ year to rent space required for 525 employees (based on DC average of $10,000/employee) exceeds the estimated annual recurring costs for the GSB by $2M;
• Risk that final cost to build a new building is higher than the $48M
• Approval from the US Government is required prior to building a new building by OAS Main or an Annex to ADM
• The OAS does not own the land by the ADM

	
	
	Rent - continue and/or increase rental income
	• Increasing the space leased would increase the revenue;
• optimizes the use of the building;
• reduces the maintenance and liability for the buildings sold.
	• additional income generated by increasing leased space would not be sufficient to address deferred maintenance of the GSB or other building;
• The OAS has limited to no capacity in the area of property leasing


Annex 4 Summary of Options for Office Buildings - continued
	Building
	Restrictions on use/sale?
	Options
	Pros
	Cons

	OAS Administration Building (ADM)
	Y
	Keep - Retrofit to increase capacity 
	• could increase its capacity up to 223 employees;
• reduces the OAS footprint as well as the security gap
	• not sufficient to address all the space requirements for OAS/IADB employees. It must be combined with another option;
• Funds have to be identified to carry on the reconfiguration work.

	
	
	Sell or Rent
	• reduce the space used by the OAS;
• could generate revenue
	• Use of the building is restricted; rental would not likely by authorized, sale would likely be to US Gov and may be below market value
• Option of relocating the Library in another University Library is unclear;
• It is unclear that having the Library in the basement of the Main building would increase its use;
• Selling the property would have implications for the tunnel and shared mechanical equipment

	 
	 
	
	
	

	Casa del Soldado
	N
	Keep 
	• Increasing space efficiency would allow for a few OAS employees to be located there;
• Further implementing the Partnership could give the IADB better meeting facilities that in the Casa where meeting room capacity is very limited.
	• no resources available for retrofitting;
• limited space to be gained; Casa is already close to 230RSF/employee
• Optimizing the Casa does not address the deferred maintenance of the Casa or other buildings, nor the longer term maintenance and recapitalization costs.

	
	
	Sell 
	• would generate important revenues ($16M);
• reduces the OAS' deferred maintenance liability;
•  reduces the security gap;
• collocation would facilitate OAS-IADB cooperation.
	• the IADB would lose its current physical identity;
• Funds generated from the sale are not sufficient to cover all the deferred costs for other buildings.


Annex 5: Analysis of financial implications for options 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
	7 600 000
	11 500
	7 078 856
	-32 482 764
	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
	 
	 
	 
	 
	-28 480 184
	 
	 
	

	
	
	
	
	
	
	
	
	
	

	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
	7 600 000
	18 630
	6 163 319
	-16 179 480
	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
	 
	 
	 
	 
	-24 689 645
	 
	 
	

	No revenue from Sale
	0
	 
	 
	 
	 
	-33 199 810
	 
	 
	

	
	
	
	
	
	
	
	
	
	

	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 price based on DC Tax Assessment
	29 017 750
	2 885 680
	7 600 000
	30 130
	5 926 662
	-2 993 560
	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
	 
	 
	 
	 
	-7 501 145
	 
	 
	

	No revenue from sale of ADM and Offer received on Casa
	16 000 000
	 
	 
	 
	 
	-16 011 310
	 
	 
	


Annex 6: Analysis of financial implications for options 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
	36,108,956
	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

	 
	80,243,160
	9,000,000
	120,520
	48,000,000
	3,397,270
	-2,457,340
	197,545
	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
	48,000,000
	5,360,613
	3,294,876
	195,747
	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
	 
	 
	 
	 
	7,297,456
	 
	


Annex 6: Analysis of financial implications for options related to selling the GSB (continued …)

	
	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
	52,000,000
	4,745,076
	23,748,160
	174,068
	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 667 employees in the new building, 50 in the Casa. 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
	 
	 
	 
	 
	15,237,995
	 
	

	No revenue from sale of ADM
	80,243,160
	 
	 
	 
	 
	6,727,830
	 
	

	
	
	
	
	
	
	
	
	

	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
	55,000,000
	5,245,076
	33,934,080
	172,270
	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 749 employees in the new building. Recurring costs include annual recurring costs for all building, 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
	 
	 
	 
	 
	25,423,915
	 
	

	No revenue from sale of ADM
	92,240,580
	 
	 
	 
	 
	16,913,750
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