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NOTE FOR THE INFORMATION

OF THE CAAP WORKING GROUP ON OAS PROGRAMS

ON THE REAL ESTATE STRATEGY

	Summary:

The Working Group, at its meeting of March 13, 2012, requested that the GS/OAS provide the following items to supplement the information provided in CP/CAAP-3089/11 add.3, entitled “Proposed Real Estate Strategy”:

1. Chronology of CAAP Consideration of the Real Estate Strategy since 2008.

2. Answers to Member State’s questions submitted in writing.

3. List of previously considered options.

4. Updated Existing Conditions Assessment Report.

This Note conveys the requested information, contained in the following Annexes:

1.  Chronology of CAAP Consideration of the Real Estate Strategy, 2008-2012

2.  Long-Term Real Estate Strategy:  Essential Elements of Package Solution

3. List of Previously Considered Real Estate Options.  

4. Updated Values in 2011 dollars of repairs listed in the Existing Conditions Report




Chronology of CAAP Consideration of the Real Estate Strategy, 2008-2012

	DATE
	ISSUE
	ACTION TAKEN

	2/11/2008


	GS/OAS presented OAS Real Property: Existing Conditions and Structural Survey Reports CP/CAAP-2946/08
Estimated needed Deferred Maintenance Activities in all of the OAS properties at $40.424 million at 2007 prices.

	The CAAP requested additional information from the GS/OAS.

	4/15/2008
	GS/OAS presented OAS Real Property: Existing Conditions and Structural Survey Reports Additional Information CP/CAAP-2946/08  add. 1


	The CAAP took note of the presentation.

	7/16/2009
	GS/OAS presented Strategy to enhance energy efficiency at OAS Headquarter buildings CP/CAAP-3010/09 and a Power Point Presentation CP/CAAP-3010/09 add. 1


	The CAAP took note of the presentation.

	8/10/2009

8/17/2009
	GS/OAS presented Proposal to undertake urgent structural repairs in the main building of the Organization of American States and the General Secretariat building CP/CAAP-3007/09 rev. 1 corr. 1 and Power Point Presentation CP/CAAP-3007/09 add. 1 rev. 1

	The CAAP:

1. Requested the GS/OAS to prepare a document that would include both the energy efficiency and the urgent structural repairs.

2. Decided to establish an informal group, led by the CAAP Chair, to study the documents and present a draft resolution to approve the use of the Capital Building Fund for urgent repairs.



	8/19/2009
	GS/OAS presented  Summary proposal to undertake urgent structural repairs and install a new boiler plant CP/CAAP/INF-23/09

	The CAAP approved the use of $1.2 million from the Capital Building Fund for urgent repairs.

	9/10/2009


	CAAP Agreement on the Use of Resources from the Capital Building Fund  CP/CAAP-3022/09 rev. 1
	See Above.


	1/29/2010
2/2/2010

	GS/OAS presented  OAS Infrastructure Improvement Project Status Report CP/CAAP-3044/10 and a Power Point by the Secretariat for Administration and Finance during the meeting of CAAP held on February 2, 2010) CP/CAAP/INF-30/10 
	The CAAP took note of the documents and recommended that the topic be discussed within the framework of the Working Group for the Review of the OAS Programs.



	2/9/2011


	GS/OAS presented Real Property Strategy and Investment Plan to maximize the potential of OAS Real Estate CP/CAAP-3089/11 

	The CAAP Working Group requested the GS/OAS more information and additional alternatives and concluded that the sale of the Casa del Soldado was not a feasible option.  It was decided the topic will be considered within the CAAP.



	4/18/2011


	GS/OAS presented Real Property Strategy and Investment Plan to maximize the potential of OAS Real Property - Supplementary Information CP/CAAP-3089/11 add. 1 corr. 1 

	The CAAP took note of the document and decided the topic would be considered again at a future meeting.

	8/11/2011


	Chair of the CAAP presented Draft resolution Amendment of the Inter-American Defense Board Statutes CP/CAAP-3123/11 rev. 1 corr. 1 


	The CAAP requested:

1. A report on Ownership of the OAS Real Property.

2. The GS/OAS to coordinate a presentation to the JID.



	8/18/2011


	Chair of the CAAP presented Draft resolution Modification of facilities usage guidelines CP/CAAP-3122/11 rev. 2 


	The CAAP decided the OAS buildings should not be used for private events and wants the dignity of the building preserved.  Therefore the resolution was not approved.  



	8/30/2011


	GS/OAS presented Ownership of OAS Real Property (Prepared by the Secretariat for Administration and Finance) CP/CAAP-3127/11 corr. 2 


	No action taken.


	1/25/2012
	GS/OAS presented OAS and IADB Understanding on Administrative Matters.
CAAP/GT/RVPP- 131 
	The Working Group took note of the document and thanked the presentation by the Director and the President of the Inter-American Defense Board.

Requested additional and updated information divided by: 

1. options that require Member States approval

2. options the GS/OAS can implement and inform the CAAP (e.g. use of space)



	2/17/2012


	GS/OAS presented Real Property Strategy and Investment plan to maximize the potential of OAS Real Property Supplementary Information CP/CAAP-3089/11 add. 2 corr. 1

	The CAAP requested an additional document that organizes the information by:

1. options that required additional funding from Member States

2. other financial mechanisms

3. option #6



	3/13/2012


	GS/OAS presented Proposed Real Estate Strategy CP/CAAP-3089/11 add. 3 


	The Working Group requested the GS/OAS to present:

5. Chronology of CAAP Consideration of the Real Estate Strategy since 2008.

6. Answers to Member State’s questions submitted in writing.

7. List previously considered options.

8. Updated Existing Conditions Assessment Report.

The Chair of the Working Group will present a mandate proposal for an informal group to discuss the feasibility of the long term proposal presented by the GS/OAS.  The topic will be discussed again on Tuesday March 27.


Essential elements of package solution http://scm.oas.org/pdfs/2012/CP28433.xls 


Annex Three:  List of previously considered Real Estate Options

The OAS/GS presented the following options for funding of the unmet deferred maintenance needs as identified in the Existing Conditions report and structural survey of the Pink Palace (Casa del Soldado):

Option 1:
Special Assessment to fund deferred maintenance costs included in the ECR.

· The GS/OAS could present to the CAAP a proposed General Assembly resolution authorizing a special assessment to member states using the OAS Scale of Assessments to fund all or part of the unmet deferred maintenance needs.  This approach would follow the UN General Assembly model under which a Capital Master Plan was funded through Special Assessments either through a one time payment, based on their share of 1,716.7 million dollars, or equal multi year payments spread over five years, in accordance with the regular budget rates of assessment applicable for 2007 using the scale of assessments for the period 2007-2009. 
Option 2: 
Voluntary contributions from Member States to the BIMS.

· Member and Observer states may make voluntary contributions to implement specific deferred maintenance issues listed in the Existing Conditions Report and/or the Structural Condition Survey of the Pink Palace (Casa del Soldado). 
Option 3:
Increase Rental Space and Income

· Fund the maintenance work from the Regular Fund by increasing Regular Fund income through expanding income from rental space in existing buildings.

Sub-option 3a:  Increase Rental income by renting the Casa del Soldado
· Expand rental income through moving the Inter American Defense Board staff and meeting facilities to other GS/OAS space, refurbishing and then renting the space in the Pink Palace (Casa del Soldado), financed with borrowing against the value of the future rental income, as follows:

i. The cost to refurbish the Pink Palace is estimated at $5 million (33,500 square feet x $150/square foot).

ii. The annual rental income is estimated at $500,000 (20,658 square feet x $25/square foot).

iii. The payback period for a $5 million loan is estimated to be at least 11 years.

Sub-option 3b:  Expand Rentable space in the GSB   

· Expand office space on the the 8th floor by converting the Ruben Dario conference room into office space to gain 24 additional work spaces.  This expansion has a cost estimated at $450,000 and the potential annual rental income is estimated at $120,000.  The payback period for the renovation is estimated at 3.75 years. This new office space could be used, for example,  for the temporary relocation of the Inter American Defense Board staff.
· Currently, the GS/OAS has an internship program that allows approximately 75 students to work in different areas of the Organization.  This program has three sessions during each year (Spring, Summer, and Fall).  The area that requests an intern for any of the above mentioned periods must indicate that it currently has an available cubicle, as well as the computer, telephone, and other peripheral equipment required by the intern.  If the program were abolished, there would be at least 75 cubicles that could be leased to produce additional income.   If this area, estimated in 7,500 square feet, were rented at $40/square foot, the GS/OAS could generate additional annual rental income estimated at $300,000.
· A portion of the performance contractors currently occupying workspace in the OAS buildings could be converted to partial or full telework status, allowing many of them to work from home or share workstations.  
Sub-option 3c:  Expand Rental income by Restacking the ADM building.

· Renovate the ADM building to increase the number of working spaces from 130 to 210 (79 additional working spaces), decreasing the average workspace per person  from the present 299 sq ft  to 187 sq ft per person. The cost of this renovation is estimated at $7,396,559.  Assuming that the total workspaces available to the GS/OAS for rental are expanded by the same 79, and those spaces are rented at $40 per square foot per month,   the payback period for this renovation is estimated at 11.3 years.
· This option calls for 79 people to move from the GSB to the ADM, creating additional space for lease in the GSB of approximately 16,432 sq ft , as well as providing an estimated $657,280 additional rental income per year.
Option 3d:
Expand Rental Income from the Hall of the Americas by Renting for Private Events
· Recommend a Permanent Council resolution to authorize the rental of the Hall of the Americas for private, as well as institutional, events.

· This would increase the rental income of the Hall of the Americas Fund, which is used exclusively for maintenance.

· The additional annual income is estimated at $100,000 -$200,000. 

Option 4:
Sell the Casa Del Soldado and use the proceeds to fund urgent maintenance 

· Sales of comparables properties in 2010 ranged from $219 per square foot (2700 16th St NW) to $591 per square foot (1640 Wisconsin Ave NW).  Two buildings recently listed for sale are: “The Green Door Clubhouse” located on the corner of 16th and Corcoran, priced at $480 per square foot; and “The British School”, priced at $300 per square foot.  These two buildings are very similar to the Pink Palace, or Casa del Soldado.

· Possible sale price of the Pink Palace using the above mentioned price per square foot would range from $7.3 to $19.8 million.
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Property Size   

(Sq. Ft)

Price/Sq. Ft

Estimated Sale 

Price

            33,500   $              219   $        7,336,500 

            33,500                   300           10,050,000 

            33,500                   480           16,080,000 

            33,500   $              591   $      19,798,500 


Option 5:
Sell the Secretary General’s Residence - Annex.

· The property known as the “Secretary General’s Residence” is composed of  the Main Residence (2944 University Terrace, N.W. Washington DC. 20016) and the Annex (2908 University Terrace, N.W. Washington D.C. 20016).

· On July 28, 2005, the appraisal firm “J. Lee Donelly & Son, Inc.” , estimated the  market value of the “Annex” at  $750,000.

· On November 30, 2009, the realtor Catalina Wilkinson, with DC License # SP9836357, estimated the value market of the “Annex” at $775,000.

· Sale of comparable properties in 2009 and 2010 ranged between $725,000 and $780,000.
Option 6:
Refinance the current loan against the GSB building.
· In 2001, the GS/OAS borrowed $25 million through Bank of America by issuing variable rate corporate bonds.   However, the rate on these bonds is fixed at 6.37% by the inclusion of a swap agreement.  This swap agreement was necessary in order to extend the repayment period out to March 2033.  In 2000, when the agreement was being negotiated, the market rate for nonfinancial commercial paper was about 6.27% (Data from federalreserve.gov).
· The swap arrangement governing the agreement calls for assessing the prevailing market rates if the swap is to be terminated before March 2033.  If the market rates are below the swap fixed rate of 6.37%, the borrower is required to compensate the lender for lost future income.    Conversely, if market rates were higher than the fixed 6.37%, the GS/OAS would be compensated for its lost income.  Given current market conditions, the OAS could refinance the loan at today’s lower market rates, but would be required to pay BOA a swap fee of about $6.7 million as of 12/31/2012.. Therefore, given current market rates, there is no financial incentive for the OAS/GS to refinance the loan.

Option 7:
Fund Maintenance work through Regular Fund by Reducing RF staff costs

· In order to generate additional funds for investment in deferred maintenance, regular fund staff positions could be eliminated, at an average rate of  $118,000 per position.  At this rate, $1 million in funds could be generated by eliminating eight positions.
Option 8:  
Sale of F Street Building to free up equity for Deferred Maintenance.See CP/CAAP/-3089/11 add.3. and Annex 1 to the present document.

Updated Value for Existing Conditions Assessment Report.
http://scm.oas.org/pdfs/2012/CP28433E.xls   
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