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Report on the Governor Shepherd Building

In Resolution I of the 85th Meeting of the Executive Committee
the Representatives of Chile, Jamaica, and the United States of
America were appointed to form a Working Group to make recommendations
to the Director with regard to the future of the Governor Shepherd

from 1 to 3

The Working Group convened at PAHO Headquarters
December 1980 to review the 10 major alternatives contained in the
study made by the consulting firm, and to formulate recommendations.

The Group submitted its report to the Director on 5 March 1981,
together with its recommendations, and requested certain action be
accomplished by the Secretariat prior to the 86th Meeting of the
Executive Committee. The Group will meet again on 19 June to review
the information requested of the Secretariat, and will report to the

Executive Committee on this meeting.

The report of the Working Group on the Governor Shepherd
Building, together with a table showing the financial characteristics
of selected alternatives, is attached.




WORKING GROUP OF THE EXECUTIVE COMMITTEE

REPORT ON THE GOVERNOR SHEPHERD BUILDING

T. INTRODUCTION
1. Background

In 1968 the Directing Council at its XVIIT Meeting requested the
Director to study the Organization's long-term space requirements since
the space in the Headquarters building was insufficient.

In 1969, with approval of the 6lst Executive Committee (Resolution
XXI) and with the concurrence of the Directing Council at its XIX Meeting
(Resolution XXIX), the Organization purchased the Governor Shepherd Build-
ing at 2121 Virginia Avenue. This acquisition solved the short and inter-
mediate space requirements. It also guaranteed the availability of land
within the immediate vicinity of the present Headquarters building to
meet the long-range space requirements of the Organization. The Governor
Shepherd building was acquired as an investment to be operated on a self-
financing basis, consequently, no appropriation of funds was requested or
required.

A stage has been reached when decisions are required concerning
the future of this property. The Governor Shepherd, built in the late
1930's, still is in relatively good structural condition, but the operat-
ing systems and the protection from the weather require substantial and
costly renovation, repairs, and replacement. Specifically, the systems
requiring this work are heating and ventilation, electrical, plumbing,
and elevators. Major work is needed on the roof and exterior to ensure a
weathertight building. In addition, expenditures are required to bring
the building into compliance with District of Columbia Safety Codes.

Due to the major expense involved in making such renovations and
repairs, it was deemed appropriate to undertake a complete study of the
best approach to the development of this property in relation to the best
interests of the Organization. Accordingly, after an analysis of competi-
tive bids and professional qualifications, the firm of Mills, Clagett &
Wening, Architects, Engineers and Planners, was contracted to carry out a
feasibility study of development of possibilities for the Governor
Shepherd property.

2. The Study by the Consultants

The purpose of the study was to identify the highest and best
economic use of the property, given the Organization's current need for
20,000 net square feet of usable space and a possible long-term need for

approximately 60,000-80,000 net square feet.
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Four development options were proposed which provided 18 alterna-
tive combinations of mixed use space. These alternatives are referred to
as '"studies" 1in the consultant's report. The first three options
evaluate alternative uses for the existing building with and without
added structure. The fourth option is a proposal for demolition of the
existing structure and construction of a new building on the existing/
expanded site.

Of the 18 studies under the four options, the Consultant's report
focused on 10 major alternatives, listed below. The other eight studies
were variations of these 10, differing only in project magnitude and
scope.

Option 1. Offices and Apartments or Condominiums

1.1 Renovation of existing building for PAHO offices and rental
apartments (Study 1)

1.2 Renovation of existing building for PAHO offices and condo-
minium apartments for sale (Study 2)

1.3 Same as 1.1 but with construction of an annex (Study 3)
1.4 Same as 1.2 with construction of an annex (Study 4)

Option 2. Offices and Apartment-Hotel

2.1 Renovation of existing building for PAHO offices and
apartment-hotel (Study 7)

2.2 Same as 2.1 but with construction of an annex (Study 8)

Option 3. Offices and Apartments

3.1 Renovation of existing building for PAHO offices and rental
space for a mix of offices and condominium apartments (Study
10)

Option 4. New Building - Offices and Condominiums

4.1 Demolition of existing building and construction of a new
building for PAHO offices and apartments for rent (Study 13)

4.2 Same as 4.1 but for PAHO offices and condominium apartments
for sale (Study 14)

4.3 Same as 4.2 but on an expanded site which includes the exist-
ing site and an adjacent site (Study 18).




3. The Working Group

The Executive Committee, during its 85th Meeting in October 1980,
approved Resolution I on Buildings and Installations (see Annex).

In this Resolution the Executive Committee appointed the Repre-
sentatives of Chile, Jamaica, and the United States of America to consti-
tute a working group to make recommendatioms to the Director with regard
to the development of the Governor Shepherd building.

4, Convening of the Working Group

The Working Group was convened at the PAHO Headquarters,
Washington, D.C., from 1 to 3 December 1980.

Participation was as follows:

Working Group Representatives

Chile Arq. Isabel Rosés P.
Departamento de Recursos Fisicos
Ministerio de Salud Pdblica
Santiago, Chile

Jamaica Mr. Donald E. Miller
Permanent Secretary
Ministry of Health and Social Security
Kingston, Jamaica

USA Mrs. Marlyn Kefauver
Director, Office for the Americas
Office of International Health
Department of Health and Human Services
Rockville, Maryland, USA

Mr. Neil Boyer

Agency Director, Health and Narcotics Program (HNP)
Bureau of International Organization Affairs
Department of State

Washington, D.C., USA

Mr. Peter W. Hahn

Office of Foreign Buildings Operations
Department of State

Washington, D.C., USA



Other Participants

PAHO Mr. William E. Muldoon
Chief of Administration

Mr. Luis Larrea Alba, Jr.
Chief, Department of Conference and General Services

Mr. Emilio del Campo
Systems Accountant

Consultants Mr. Robert W. Wening, Jr.
Mills, Clagett & Wening, Chartered
Architects, Engineers, Planners

Mr. James Donald
Mills. Clagett & Wening, Chartered
Architects, Engineers, Planners

Mr. James Donald
Mills, Clagett & Wening, Chartered
Architects, Engineers, Planners

Mr. Oakleigh J. Thorne
Regional Manager
Coldwell Banker Management Corporation

Mr. Richard L. Patch
Richard L. Patch, Inc.

Construction Cost Engineers

The following representatives were elected officers of the Working
Group:

Chairperson: Arq. Isabel Rosés P. (Chile)

Rapporteur: Mrs. Marlyn Kefauver (USA)

IT. METHODOLOGY OF THE WORKING GROUP

1. The Working Group reviewed the documents prepared by the con-
sultant firm of Mills, Clagett & Wening focusing on the four options (18
studies) outlined in said documents. In addition, members of the Working
Group added two other options for consideration:

1.1 Keep current building as is with the required maintenance

1.2 Sell the property and use the proceeds to lease office space
required.
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|I 2. The options were analyzed taking into consideration the following
four components:

2.1 Office space requirements for PAHO Headquarters (current and
future)

2.2 Financial capability of the Organization

2.3 Role of PAHO as a non-profit health organization and 1its
responsibility to safeguard the interests of the Member
Governments and follow the established policies of the
Organization

2.4 Total size and usage of the building in relation to its cost
and economic value upon completion of the project.

3. The Working Group, based on the four components above, determined
initially that six of the alternatives appeared the most economically
feasible:

Study 2 Renovation of existing building for PAHO offices

and condominium apartments for sale
Study 4 Same as Study 2 with construction of an annex

. Study 10 Renovation of existing building for PAHO offices
and rental space for a mix of offices and condo-
minium apartments

Study 14 Demolition of existing building and comstruction
of a new building for PAHO offices and condo-
minium apartments for sale

Study 18 Same as study 14 but on an expanded site which
includes the existing site and an adjacent site

Study 19 Sell the property and use the proceeds to lease

office space required (this option was proposed
by the members of the Working Group).

4, In reviewing these six alternatives, the Working Group applied
five criteria considered basic to the Organization's needs:

4.1 PAHO Additional Office Space Requirement

4.4.1 Currently there exists a need for office space out-
side the Headquarters building. The Organization
already occupies three and one half floors in the
Governor Shepherd Building.



4.1.2

4.1.3

4.1.4

4.1.5

4.1.6
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The present space at the Governor Shepherd Building
is not efficient for office use. Since the building
was designed for apartments, conversion into offices
results in a high percentage of unusable space and an
inadequate office environment in the usable space.

Selling the property would provide sufficient funds
to cover only about three years of leased office
space elsewhere in the metropolitan area. Applying
this option would create a fimancial burden on the
budget of the Organization after the third year.

Office space farther away from the Headquarters
building would generate other costs in addition to
the leasing, i.e., messenger service, transportation,
and a possible psychological effect on staff.

Leased office space is difficult to obtain in the
Washington Metropolitan area, epecially near the

Headquarters building.

Ownership of office space is preferable

Existing Building or New Construction

4.2.1

4,2.2

4.2.3

4.2.4

4.2.5

The present structure does not meet the Building Code
requirements of the District of Columbia.

Bringing the building up to Code standards is not an
efficient investment of capital.

Due to current Code requirements, some action must be
taken now requiring expenditures which would do lit-
tle to enhance the building.

Remodeling of the current building would not provide
flexibility for conversion of use due to zoning laws
in the District of Columbia. For example, to convert
the existing rental wunits into residential condo-~
miniums would entail an expensive and time-consuming
process because of laws relating to present tenants.
That problem would not be present in construction of
a new building.

PAHO would have less economic value in a remodeled
building than in a new building. It was determined
that remodeling would cost US$50 per square foot and
would add 20 years of useful life to the Governor
Shepherd. New construction would cost $75 per square
foot and would have 40 years of useful life.
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4.3

4.4

Uses of Building

A mixed use structure was considered the most advantageous.

4.3.1 Apartment-hotel/PAHO office: While this option would
have certain benefits, it would encounter difficulty
with zoning restrictions, would increase PAHO in-
volvement in management of the space and would cause
a significant burden on PAHO for debt servicing.

4.3.2 Condominium apartment/PAHO office: This use would be
feasible in all aspects, but would not provide for
potential future PAHO office space expansion.

4.3.3 Condominium apartment/PAHO office/rental office: This
use would meet current space needs, provide for future
expansion of PAHO office space, offer growing rental
income to aid in debt servicing or building mainte-
nance, and require reasonable PAHO financing.

4.3.4 All office occupancy: This wuse was not pursued
because extensive time, effort and cost would be
needed to obtain =zoning changes, with no assurance
that the changes could be accomplished; it also
required higher initial financial input from PAHO
than did other uses.

Current versus Expanded Site

Comparing the studies provided by the consultants, which
contained a detailed financial analysis, it was clearly
demonstrated that a new building on an expanded site would:

4.4.1 Provide for a more efficiently designed and more at-
tractive building.

4.4.2 Provide more income-producing space.
4.4.3 Require a relatively small additional investment,
resulting in a proportionally greater increase 1in

value.

PAHO Financing Capabilities

In reviewing PAHO's financial position, it was determined
that PAHO is not currently involved in long-term debt and
has established excellent credit relationships with
financial institutions.



The Working Group agreed that non-commercial sources of funds
would be preferable, if available, possibly through loans by
Member Governments or foundations so that lower interest rates
might be obtained. It also agreed that any debt incurred should
not involve the use of regular budget funds or special assessments
to Member Governments.

The Working Group also determined that PAHO could reasonably
handle the working capital requirements of several of the options,
particularly if they included condominium apartments providing for
quick return of working capital.

III. CONCLUSTIONS

1. Through the process described in the preceding pages, the Working
Group was able to come to some basic conclusions as to the most viable
and productive alternatives for the Organization with regard to the
Governor Shepherd building. The Working Group decided that proposed
alternatives 14 and 18 (summarized below) of the consultant's document
were the most desirable approaches to the handling of the property.

2. Since both alternatives are dependent on the ability of PAHO to
secure a mortgage and, for alternative 18, to ascertain the availability
of adjacent land at a reasonable cost and PAHO's ability to handle the
added initial financing needs, the Working Group has made specific recom-
mendations to the Director for the Executive Committee's review, and has
also asked the Secretariat to proceed in the interim to obtain the
necessary information regarding both financing and land availability.
The Working Group will review the progress made by the Secretariat in
obtaining this information before the next meeting of the Executive
Committee in June 1981, in order to prepare an addendum to this report,
if necessary.

3. Recommendations to the Director that:

3.1 PAHO construct a new building in place of the Governor
Shepherd building with a reservation of between 60,000
and 80,000 square feet of office space to be used in part
by PAHO as needed to supplement its current HQS office
space; the remainder of the office space to be initially
rented in conformance with zoning regulations; and the
balance of the building to contain condominium apartments
to be sold publicly.

3.2 PAHO seek to acquire the adjacent properties to enhance
the economic acceptability of the proposed building.
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3.3 The Secretariat seek financing from foundations, banks,

international organizations, other financial institutions
or other sources.

4. Request for action by the Secretariat to be accomplished before
the 86th Meeting of the Executive Committee.

4.1

4.4

Annexes

PAHO should make every effort to ascertain the availa-
bility of one or more of the adjacent properties.

The Secretariat should analyze the potential accom~—
plishment of these tasks within the cash flow capacity of
PAHO, and present the viable options to the Working Group.

The Secretariat should proceed, on the basis of the
financing and cash flow plans proposed in studies 14 and
18, to make preliminary 1investigations with Member
Governments, foundations, banks, international organiza-
tions, other financial institutions, and other sources to
seek out appropriate financing.

The Secretariat should present the conclusions of these
efforts to the Working Group for its advice and review
prior to the meeting of the Executive Committee.



ENECUTIVE COMMIT
THE DIRECHING COUNC I

PAN AMERICAN WOR!D
HEALTH HEALTH
ORGANIZATION ORGANIZATION

85th Meeting‘ N 85th Meeting

RESOLUTION I

BUILDINGS AND INSTALLATIONS

THE EXECUTIVE COMMITTEE,

Taking into account the information presented by the Secretariat
concerning the condition of the Headquarters Governor Shepherd Building and
on the office space requirementg for. Area II and the Publications and
Documentation Service;

Considering that the Gqvernor Shepherd Building requires substantial
and costly repairs and replacement of operating systems, including heating
and ventilating, electrical power, plumbing and elevators;

Considering that a consulting firm of architects, engineers and
planners 1las conducted a feasibility study of development possibilities for
the Goverior Shepherd property, and has recommended a number of options for
developmert;

Cor sidering that the Government. of Mexico has offered a site for
construction of a building to accommodate the offices of Area II and the
Publicatics and Documentation Service; and

Considering that architectural consultants have completed preliginary
plans for a building for the Ares II Office at an estimated cost of $500,000,

RESOLVES:
1. With regard to the Governor Shepherd Building:

a) To thank the Director for taking the initiative to analyze the
existing and potential problems concerning the Headquarters
Governor Shepherd property; '

b) To appoint the Representatives of Chile, Jamaica, and the
United States of America to constitute a working group to make
recommendations to the Director with regard to the development
of the Governor Shepherd Building;

c) To request the Director to convene the working group as soon
as possible in order to make recommendations to the Executive
Committee concerning the Headquarters Governor Shepherd
Building. g o o




a)

b)

b

}‘ Page 2
)
With regard to the Area II office building:

To request the Director to seek $250,000 from WHO for con-
struction of a building;

To authorize the Director to proceed with contracting for
construction of a building at a cost of up to $500,000.




ANNEX TO THE WORKING GROUP'S REPORT
ON THE GOVERNOR SHEPHERD BUILDING

Financial Characteristics of the Comstruction Options

A summary of the financial characteristics of the 10 major alter-
natives focused on in the Consultant's Report is shown in the attached
statement.

Financial information 1is provided for each alternative as a
whole. When condominium housing is included in an alternative, financial
information is also provided for both its income producing and condomin-—
ium components. Income producing wuses include rental apartments,
apartment-hotel, retail/restaurant, and parking. Separate character-
istics are provided for income producing and condominium project compo-
nents because of the differences in the nature of these investments.

Income producing property is held for long periods of time and
continously provides a vreturn to the investor from rental income.
Permanent financing generally is used, and loan payments are included in
operating expenses. The economic value created in income-producing
property is the difference between its economic value and development
cost. Investors in income-producing property try to maximize the return
on their equity.

Condominium property is marketed prior to project completion and
sold as quickly as possible. Return on investment in provided on a one-
time basis from the initial sale of condominium units. Consequently, the
development of condominium property does not require permanent financing
except for the unit buyers, The economic value of a condominium project
is the value of sales revenues. The economic value created in condominium
development is the difference between its sale proceeds and development
costs.
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(b) That PAHO enter into preliminary negotiations regarding
the acquisition of either or both of the adjacent
properties, provided that such acquisition would increase
the net economic value of the proposed building and that
such acquisitions would in no way affect the working
budget of PAHO;

(c) That PAHO also enter into preliminary negotiations with
foundations, banks, international organizations, other
financial institutions or other sources in order to
develop financing of the project on the best possible
terms to PAHO, while ensuring that there is no negative
impact on the regular budget or the effective conduct of
PAHO program activities.

2, That the Director report to the XXVIII Meeting of the

Directing Council on the progress made and the financial

. implications of the project, with a view to obtaining a final
decision regarding the project.
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The Working Group recommends that the Executive Committee consider a
resolution along the following lines:

Proposed Resolution

GOVERNOR SHEPHERD BUILDING

THE EXECUTIVE COMMITTEE,

Taking into account the information presented by the Secretariat
to the Working Group appointed by the 85th Meeting of the Executive
Committee to make recommendations with regard to the development of the
building;

Considering that the Governor Shepherd Building requires
substantial and costly repairs and replacement of operating systems,
including heating and ventilating, electrical power, plumbing and
elevators, to bring the building into compliance with District of
Columbia Safety Codes; and

Considering that a consulting firm of architects, engineers and
planners has conducted a feasibility study of development possibilities
for the Governor Shepherd property, and has recommended a number of
options for development, and that the Working Group of the Executive

Committee has examined these proposals and recommended that a new
building be constructed,

RESOLVES:

1. To authorize the Director to proceed with all necessary steps
to implement the following recommendations of the Working Group:

(a) That PAHO continue to develop information relating to the
construction of a new building in place of the Governor
Shepherd building with a reservation between 60,000 and 80,000
square feet of office space to be used in part by PAHO as
needed to supplement its current Headquarters office space,
the remainder of the office space to be initially rented in
conformance with zoning regulations, and the balance of the
building to contain condominium apartments to be sold publicly
to finance the major part of the cost of construction, or
alternative approved facilities;
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SUPPLEMENTARY REPORT OF THE WORKING GROUP ON THE
GOVERNOR SHEPHERD BUILDING

The Working Group met on 19 June 1981 to receive the additional
information requested of the Secretariat. ’

Taking into account the information received, the Working Group
makes the following recommendations to the Executive Committee:

1. That PAHO continue to develop information relating to the
construction of a new building in place of the Governor Shepherd building
with a reservation of between 60,000 and 80,000 square feet of office
space to be used in part by PAHO as needed to supplement its current
Headquarters office space, the remainder of the office space to be
initially rented in conformance with zoning regulations, and the balance
of the building to contain either condominium apartments to be sold
publicly to finance the major part of the cost of construction, or
alternative approved facilities.

2. That PAHO enter into preliminary negotiations regarding the
acquisition of either or both of the adjacent properties, provided that
such acquisition would increase the net economic value of the proposed
building and that such acquisitions would in no way affect the working
budget of PAHO.

3. That PAHO also enter into preliminary negotiations with
foundations, banks, international organizations, other financial
institutions or other sources in order to develop financing of the
project on the best possible terms to PAHO, while ensuring that there is

— no negative impact on the regular budget or the effective conduct of PAHO
program activities.
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EDIFICIOS E INSTALACIONES

INFORME SUPLEMENTARIO DEL GRUPO DE TRABAJO SOBRE
EL EDIFICIO GOVERNOR SHEPHERD

El Grupo de Trabajo se reunid el 19 de junio de 1981 para examinar
la informacidn suplementaria solicitada de la Secretaria.

Habida cuenta de la informacidm recibida, el Grupo de Trabajo hace
las siguientes recomendaciones al Comité Ejecutivo:

1. Que la OPS siga preparando informaciones respecto a la
construccidén de una nueva estructura que reemplace al actual edificio
Governor Shepherd, reservando de 60,000 a 80,000 pies cuadrados para que
la OPS pueda utilizarlos como complemento de sus locales de oficinas en
el actual edificio de la Sede; el resto del espacio para oficinas se
arrendard inicialmente conforme a los reglamentos urbanos pertinentes
para la zona, y los demds pisos del edificio serdn de apartamentos en
régimen de condominio, que se venderadn plblicamente para sufragar 1la
mayor parte de los costos de construccidn o de otras instalaciones que se
aprueben.

2. Que la OPS entable negociaciones preliminares con vistas a la
adquisicién de una o las dos propiedades adyacentes, siempre que dicha
adquisicién aumente el valor econdmico neto del edificio propuesto y que
no influya en el presupuesto efectivo de la OPS.

3. Que la OPS entable asimismo negociaciones preliminares con
fundaciones, bancos, organizaciones internacionales, instituciones
financieras u otras entidades, con el fin de recabar fondos para el
financiamiento del proyecto en las mejores condiciones posibles para la
OPS, asegurdndose al mismo tiempo de que ello no tenga repercusiones
negativas en el presupuesto ordinario ni en el desarrollo efectivo de las
actividades del programa de la OPS.
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El Grupo de Trabajo recomienda que el Consejo Ejecutivo examine la
procedencia de adoptar una resolucién concebida mis o menos en los
siguientes términos:

Proyecto de Resolucidn

EDIFICIO GOVERNOR SHEPHERD

EL COMITE EJECUTIVO,

Habida cuenta de la informacidén presentada por la Secretaria al
Grupo de Trabajo designado en la 85a Reunién del Comité Ejecutivo para
que formulara recomendaciones respecto al futuro del edificio;

Considerando que el edificio Governor Shepherd necesita
reparaciones importantes y onerosas, y renovacién de las instalaciones,
en particular de calefaccién y ventilacién, electricidad, fontaneria vy

ascensores, para que se ajuste a los cédigos de seguridad vigentes en el
Distrito de Columbia, ¥y

Considerando que una empresa consultora de arquitectos, ingenieros
y planificadores ha realizado un estudio de viabilidad de distintas
soluciones posibles para el edificio Governor Shepherd y ha recomendado
algunas de ellas, y que el Grupo de Trabajo del Comité Ejecutivo ha

examinado esas propuestas y ha recomendado la construccién de un nuevo
edificio,

RESUELVE:

1. Autorizar al Director a que adopte todas las medidas necesa-

rias para dar cumplimiento a las recomendaciones del Grupo de Trabajo, a
saber:

¥

(a) Que 1la OPS siga preparando informaciones respecto a la
construccién de una nueva estructura que reemplace al actual
edificio Governor Shepherd, reservando de 60,000 a 80,000 pies
cuadrados para que la OPS pueda utilizarlos como complemento
de sus locales de oficinas en el actual edificio de la Sede;
el resto del espacio para oficinas se arrendard inicialmente
conforme a los reglamentos urbanos pertinentes para la zona, y
los demids pisos del edificio serdn de apartamentos en régimen
de condominio, que se venderin paGblicamente para sufragar la
mayor parte de los costos de construccién o de otras
instalaciones que se aprueben.
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(b) Que la OPS entable negociaciones preliminares con vistas a la
adquisicién de una o las dos propiedades adyacentes, siempre
que dicha adquisicién aumente el valor econémico neto del
edificio propuesto y que no influya en el presupuesto efectivo
de la OPS.

{(c) Que 1la OPS entable asimismo negociaciones preliminares con
fundaciones, bancos, organizaciones internacionales, institu-
ciones financieras u otras entidades, con el fin de recabar
fondos para el financiamiento del proyecto en las mejores
condiciones posibles para la OPS, asegurindose al mismo tiempo
de que ello no tenga repercusiones negativas en el presupuesto
ordinario ni en el desarrollo efectivo de las actividades del
programa de la OPS.

2. Que el Director informe en 1la XXVIII Reunién del Consejo
Directivo sobre 1los progresos realizados y sobre las repercusiones
financieras del proyecto, con objeto de que se pueda llegar a una
decisidén definitiva sobre el particular.



