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BY THE COMPTROLLER GENERAL LM106548 

OF THE UNITED STATES 

The State Department is responsible for 
acquiring, constructing, selling, maintaining, 
and operating about $3 billion worth of U.S. 
Government-owned and leased properties in 
215 cities end 135 cointries. it is a huge and 
difficult task. 

Managenrent is fragmented and there has been 
ineffective use of construction funds, in- 
adequate maintenance, increasingly higher 
housing costs, and unreliable real property in- 
formation. 

GAO makes severat recommendations to im- 
prove its management. 
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COMPTROLLER GENERAL OF THE UNlTED STA-XS 

WASHINGTON. D.C. X%746 

B-146782 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report discusses the Department of State's 
management of its overseas real estate, construction, 
and maintenance program. Tile assignment was self- 
initiated and subsequently modified to address certain 
congressional concerns about the management of overseas 
real estate. 

We made our review pursuant tc the Budget and 
Accountinq Act, 1921 ;31 U.S.C. 53), and the Accounting 
and Auditing Act of 1950 (31 D.S.C. 67). 

Copies of this report are being sent to the Director, 
Office of Management and Budget, and the Secretary of 
State. 

Comptroller General 
of the United States 
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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

THE DEPARTWENT OF STATE HAS 
CONTlNUING PROBLEMS IN NANAGING 
REAL ESTATE OVERSEAS 

DlGEST ------ 

The Department of State's Office of Foreign Buildings 
is responsible for acquiring, constructing, selling, 
maintaining, ana operating about $3 billion worth of 
U.S. Government-owned and leased properties in 215 
cities and 135 countries. 

Managing such a huge program is a difficult task, and 
the Department of State is adare of the management 
problems it has had over the years, 

The overseas construction program is not effective 
because of (1) a lack of reliable long-range plan- 
ning, (2) poor cost estimating, (3) hesitancy to 
resist interference from pressures external to the 
Office of Foreign Buildings, and (4) insufficient 
technical personnel. Thus, unnecessary costs are 
incurred in completing projects, projects are often 
delayed or postponed, unplanned projects are initi- 
ated, and cost overruns and time delays are common. 
(See ch. 2.) 

Management of employee housing is fragmented among 
the foreign posts, headquarter's geographic bureaus, 
and the Office of Foreign Buildings and lacks ade- 
quate criteria, centralized review, and a uniform 
policy. As a consequence, the U.S. Government is 
paying increasingly higher housing costs because 
employees are provided with housing that exceeds 
reasonable space standards and living quarters 
allowances. (See ch. 3.) 

U.S. Government-owned and long-term leased pro- 
perties are not properly maintained and managed 
due to a 

--lack of technically qualified personnel 
to make inspections, 

--v!eak maintenance criteria and priorities, 
and 
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--seriously deficient information used by 
both post and Office of Foreign Buildings' 
managers. 

As a result, maintenance and repair funds are spent 
to rehabilitate properties which have unnecessarily 
dtteriorated because of neglect, maintenance costs 
escalate, unit property values diminish, and funds 
are used to operate and maintain uneconomical build- 
ings. (See ch. 4.) 

Over the years, the Office of Foreign Buildings 
has planned to establish a real property manage- 
ment information system to provide the inventory 
and cost data necessary to the decisionmaking 
process and to serve as I data base for other 
automated subsystems. More than 8 years ago, GAO 
was concerned with this subject, but a reliable 
system is not yet in place; a State Department 
management i;>formation specialist estimated that 
it will be at least 5 more years before a reliable 
system is fully operational. The Office of Foreign 
Buildings' property books were not reliable and 
reflected an overall error rate of about LC ptr- 
cent, or about 33,000 coding errors as of September 
1976. GAO's test of these books revealed numerous 
inconsistencies when compared with data at the for- 
eign posts and headquarters bureaus. An inventory 
list published in January 1978 indicates that there 
is an improvement in the recording of inventories. 

The plan to develop an integrated system has been 
revised to a system intended to meet the needs of 
the Office of Foreign Buildings and the head- 
quarter's bureaus. It is believed that subsequent 
linking of subsystems can be achieved through 
property inventory. However, officials believe 
that the need for additional staff, better post 
cooperation, and uniform reporting must be address- 
ed before the revised plan can work effectively. 
(See ch. 5.) 

The Office of Foreign Buildings' Architect Design 
Panel is responsible for reviewing, criticizing, 
and advising on the design of new buildings. The 
Panel is composed of qualified and professionally 
competent consulting architects who are guided 
by the State Department's architectural policy. 
In countries visited by GAO, the host governments 
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usually have no formal program for reviewing pro- 
posed Embassy buildings for aesthetic qualities; 
however, building plans are submitted to local 
government units to assure conformance to local 
building codes. (See ch. 6.) 

vJith the recent appointment of a new Otfice of 
Foreign Buildings' Director, State has a unique 
opportunity to improve that Office's management. 
In fact, GAO observed that State is beginning to 
move in that direction and is making the following 
recommendations to assist the State Department in 
its efforts to improve management. 

RECOMMENDATIONS 

GAO recommends that the Secretary of State: 

--Assign to the Ottice of Foreign Buildings 
the responsibility for developing country- 
by-country real estate plans and for estab- 
lishing criteria for determining whether 
overseas real estate requirements will be 
best satisfied by ownershis or long-term, 
short-term, or private leases. 

--Ask the Congress for full funding to cover 
a project site, design, and construction. 
Full funding would compress the timeframe 
needed to complete a project and allow for 
a more realistic estimate. 

--Issue a directive to all missions and 
posts that once buildings plans and pro- 
jects have betln approved they not oe 
changed unless conditions change signi- 
ticantly. The Director of the Office 
of Foreign Euildings and his technical 
starf would have the authority to make 
the final decision for any necessary 
changes. 

--Encourage the Office of Foreign Buildings 
to establish o'rerseas regional otfices 
corresponding with the State Department's 
geographic bureaus and staffed with archi- 
tects, engineers, and real estate special- 
ists who answer directly to the Director. 
(See p. 19.) 
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--Centralize in the Office of Foreign 
Bulldrngs the funding and control of 
the State Department’ s overseas housing. 

--Develop, aisselninate, and use unitorm 
criteria for reviewing and approving all 
leases. (See p. 31.) 

--Review all present and future leases to 
ensure compliance with applicable space 
criteria and standards. 

--Develop a program to provide real estate 
managers at the overseas posts with formal 
training and expertise for their positions. 

--Develop informative cost-benefit analyses 
to support the Capital Fund concept ana 
to determine whether it would be less 
costly to own or lease housing or to pro- 
vide 3jving quarters allowances. (See p. 
32.) 

--Establish (1) sound maintenance criteria 
and priorities that have been developed by 
technical personnel and are clearly under- 
stood by all property managers, (2) periodic 
inspections of properties, (3) a scheduled 
cycle of preventative maintenance, (4) pro- 
per cost information available to post pro- 
perty managers and to the Office of Foreign 
Buildings, and (5) followup procedures 
needed to nalntain the properties in good 
condition. (See p. SO.) 

--Direct overseas posts to properly submit 
real property inventory information to 
the Otfice of Foreign tiuildings. 

--Assure a proper level of staffing within 
the Okrice to carry out its property man- 
agement functions. (See p. 46.) 

--Have all posts report real estate infor- 
‘nation directly to tne Office in order 
to proviGe control over all properties. 

--Reduce frag.aentation by having all real 
estate matters at the posts assigned to 
the General Services Officer. 
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--slave the missions establish and maintain 
a simple ledger-card cost accounting system 
on a property-by-property basis until the 
automated property inventory system is com- 
pleted and operating acceptaoly. (See pe 
47.) 

--Instruct Office of Foreign Buildings' man- 
agement officials to document, as part of 
the project file, how and why any partic- 
ular architect is selected to design State 
Department buildings. (See p. 53.j 

In addition, GAO recommends that the Director of the 
Office of Foreign Buildings require his project tech- 
nical statf to obtain and use the most current data 
available at the missions in developing cost estimates 
for construction and real estate procurement. (See p. 
190) 

The Department of.State agreed with the thrust of GAG's 
recommendations, citing what it is doing or plans to 
do to Overcome the problems noted in the report. These 
comments are incorporated :n the appropriate sections 
of the report. 
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C&AFTER 1 ---e-m 

I~PKCXKKTICN ---- 

The Foreign Service Building Act of lS26 as amen::'% 
(22 0.s.c. 292-309): authorizes the Secretary of State to 
acquire, construct,.sell, maintain. and operate buildings 
abroad for t.S. diplomatic and consular establishments and 
representatives of U.S. Government agencies. The Secretary 
of State nas delegated the responsibility for this program 
to the Director OL the Office of Foreign Buildings (FBCI). 

FESO 1s responsible for about $3 billion of U.S. 
Government-owned and leased properties in 215 cities and 
135 countries, including (1) 262 office builoings and 303 
utility buildings or warehouses valued at about $2.8 oil- 
lie,:, (2) abotit 2,900 residential units purchased for 
apFroxlmatcly $184 million, (3) 140 residential units on 
long-term leases (10 years Oi more) costing aoout $1 mil- 
lion a year, and (4) 3,300 residential units on short-term 
leases (less than 10 years) costing about .$29 million a 
year. In adaition, about 1,500 State Uepartment em$,loyees 
are receiving living quarters allowances totaling aoout 
37 mill ion annually. Other U.S. Government agencies own 
or lease properties overseas which are not include6 in 
these figures. 

FE0 currently has office ouiidings under design and 
construction in Nigeria, Kenya, Senegal, Mexico, Lebanon, 
Xew Zealand, Russia, Switzerland, and Finlano. Curing the 
last 5 years, a total of 27 office builciicgs ano resiaential 
units have oeen renovated. Kajar renovations are currently 
being made in Cairo and Alexandria, Egyi;t; Seoul, Korea; 
Nassau, Bahamas; and New Delhi, Inaia. 

Since fiscal year 1326, FBG has been authorized aoout 
$853.3 million in funds and nearly $807 nillion hdS been 
appropriated, about $126 million of it in Foreign currency. 
A significant Fortion of FSC? s funlling comes from proceeos 
of EroFerty sales, which have totalea nearly $122 zillion 
since fiscal year 1926. 

A total of $110.6 million was appropriated for 1978, 
$7.5 million of it in excess foreign currencies. Projects 
for 1978 include the acquisit ion of 5 sites, 6 office build- 
ings, and 10 residences; oesigns fc, 6 office-warenouse- 
utility buildings ano 3 living units; construction of 7 
office-warehouse-utifit; buildings, 4 i-iarine guard quarters, 



and 6 apartments: and renovation of 4 compounds. Funds are 
also allocated for anti-terrorism activities and other pur- 
poses, including emergency generators. 

The heads of the foreign posts are responsible for 
enforcing regulations concerning alloting of space, opera- 
ting and maintaining properties within the funds allotted, 
and recommending needed improvements to pro ,er ties. The 
principal officer of the foreign post is al ;o responsible 
for identifying all properties that are excass to the post’s 
needs and promptly requesting disposition instructions from 
the Director of FBO. 

In January 1978, a new FBO Director was appointed. 

SCCPE OF REVIEW -- 

We reviewed the applicabie laws, policies, and regula- 
tions of the foreign buildings program. We examined the 
available property records maintained by the Office of For- 
eign buildings, 
Austria, 

regional bureaus, foreign posts in Belguim, 
Kigeria, Senegal, Japan, the Philippines, Indonesia, 

Malaysia, Brazil and Arqentina and talked with officials at 
these locations. Site inspections of U.S. Government-owned 
and leased properties were also made. 

At the request of the Chairman of the Senate Committee 
on Foreign Relations, we reviewed State Department proce- 
dures for assuring the aesthetic qualities of Embassy build- 
ings abroad and the full propriety and cost effectiveness of 
FE0 decisionmaking. 



2 Chapter 

Fi%O CONSTRUCTION PRO;;RAPIS 

Decisions made by FBO in carrying out its construction 
program overseas are not cost effective because some basic 
requirements for good management are not used. 

F33 s construction and real estate management programs 
are seriously affected by (1) lack of sound long-range 
planning, (2) poor cost estimating, (3) hesitancy to resist 
interference from external pressures, and (4) insufficient 
technical personnel, such as engineering, construction, and 
real estate specialists. Consequently, additional unneces- 
ary c?sts are incurred to complete p:ojccts, other projects 
are o:ten delayed or postponed, unplanned projects are ini- 
tiated, and cost overruns and time delays are common. 

Furthr:r, authority and responsibility for evaluating and 
developing a country-by-country plan of space needs and hoti 
tc satisfy them is not centered in one place. Therefore, 
the State Department does not know the total number of pro- 
perties that should be owned or rented or the most economic 
and efficient way of acquiring needed properties. 

Although the Department is aware of and has made some 
attempts to overcome the poblems it nas had in managing the 
program, significant problems continue to exist. 

LACK OF LONG-KAMGE PLANhING 

The Office of Foreign Buildings has no systematic method, 
specific criteria, or policies for determining the best and 
most economical way to satisfy the State Department's over- 
seas real estate needs. Long-range planning for each post 
is erratic or nonexistent. Senior personnel at :he post on 
tours of duty for 2 to 3 years make the primary inputs to 
real estate and construction decisions for buildings designed 
to last 30 to 40 years, long after the personnel have been 
reassigned. Host of these,personnel are not qualified or 
experienced in the real estate or construction fields. Con- 
sequently, construction, acquisition, and leasing of prop- 
erties to meet the needs of overseas posts are not carried 
out in a sound and efficient way. 
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Our report of September 30, 1969,1/ made recommenda- 
tions for improving the management of ‘Ehe State Department’s 
overseas real estate, and State responded that improvements 
were to be made in planning activities, including the devel- 
opment of real property plans or a master plan for each 
country. This has not been done. 

Overseas post personnel make decisions and commit funds 
for space needs from funds generated from various depart- 
mental sources. In an uncoordinated way, U.S. Government 
funds are used by the regional bureaus for short-term 
leased properties, by other elemtints of the Department to 
provide living quarters allowances (LQA), and by F60 to 
build or lease properties. State has no central focus for 
developing and coordinating these plans and activities, nor 
are policies governing these activities applied uniformly 
at the posts worldwide. 

Planning at the posts 

FBO's policy is that the overseas posts are the 
principal members of the Department's team for determin- 
ing overseas real property requirements. 

We attempted to review post planning data and plans, 
but none of the posts we visited had such plans. For 
example, in gelguim and Austria we were told that the 
Embassies have no long-r ange plans and have not made com- 
plete analyses of whether it would be less costly to own 
or lease properties or, in the case of housing, to provide 
LQA. Consequently, real estate management programs at the 
posts operate on a day-to-day basis, with nc sound cost 
analyses or plans for meeting current or future needs. 

Embassy officials aqreed that long-range plans for 
real estate requirements are desirable but said that pre- 
paring such plans would require staff time and expertise 
which is limited or nonexistent at the posts and that 
State Department assistance would be needed. 

In the Philippines, for example, senior Embassy offi- 
cials told us they would welcome a land-use study by experts 
to determine the best use of the available U.S. property. 
Some of them want 
believe staff 

to build senior officer residences, others 
apartments would be the optimu,n use of the 

property. Hence ideas, criteria, and needs fluctuate, 
depending on the tiews of officials stationed at the posts 

-- xmprovements Ejeeded in the Management of Government Owned 
and Leased Real Property Overseas (E-146782). 
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during short tours of duty. We visited some of the proper- 
ties in Manila, some of which contained a hodgepodge of 
buildings, including quonset huts dating back to ivc;ld. k?ar II. 
The post has no real estate plan for the Manila properties. 

In our curre;lt review, now 8 years after we were told 
that improvements were to be made, we found 'ihat neither 
the FBO or the posts we visited have a country or post real 
property plans nor any systematic way to determine now to 
satisfy these needs. 

Project planning 

FBO project and real estate planning is done by head- 
quarters personnel responsible for the five worldwiae areas, 
which correspond with State’s geographic bureaus.l/ Each 
area officer tries to determine projects and prio'iities for 
construction within his own region. Data needed to establish 
priorities is obtained from the bureaus, correspondence and 
discussion with post personnel, and area officers' knowledge 
of post conditions gathered from their infrequent post visits. 
From this data, the area officers prepare S-year project 
forecasts each year, from which FBO selects projects to 
include in the new planning t.Jdget. 

These 5---year plans appear to be independent yearly 
exercises, sometimes not closely related to the previous 
or following year's projects. Frojects and priorities seem 
to change and fluctuate wiaely for each new planning year. 
Although flexibility in planning is important, the wide 
fluctuation indicates that no well-thouqht-out plan, based 
on solid information, is used. Transitory influences also 
seem to affect systematic planning by F&20. A project which 
ranks high one year does not appear on its priority list 
the next year, even though the project was not constructed 
or acquired. On the other nand, a low priority one year 
suddenly appears at the top of the list a year later. For 
example, in Latin America the 5-year plans for 1976, 1977, 
and 1978 showed that: 

--In the 1976 plan, the consulate general@ s 
residence in Guayaquil, Ecuador, was to be 
acquired. The 1977 plan did not mention 
this acquisition. The 1978 plan showed it 
as priority 11. 

L/ Bureaus of African Affairs, European Affairs, East Asian 
and Pacific Affairs, Inter-American Affairs, and Near 
Eastern and South Asian Affairs. 
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--In 1977 the acquisition of an office 
ouilding site in Kingston, Jamica, nad 
priority 2; in 1979 it had priority 4. 

--In 1977 the acquisition of an office 
ouilding site in San Jose, Costa Rica 
had priority 6; in 1976 it had priority 
10. 

--In 1977 tne acquisition of an office build- 
ing site in Sao Paula, Brazil, aid not 
appear in the plan, but it became priority 
2 in 19'71r. In 1977, construction of the 
office building was priority 11, but it 
dropped to priority 25 in 1978. 

Another example of poor planning of a State Department 
proj'ect is the building of the chancery in Lagos, Nigeria. 
In July 1974, after vacillating for over 15 years and al- 
most losing a donated building site because of not using it, 
F'EG placed the new chancery building on the funded list of 
capital projects for fiscal year 1975 at an estimated cost 
of $5.2 million. During the fall of 1975, FBO assured Embassy 
officials that the project had top priority in Africa ino 
that the financial plan included Sb.8 million for the project. 
In December 1975, r'I<ci notified the tmbassy that funds avail- 
abie for the project were limited to $7.5 million, with no 
possioility for increase and that, since the lowest bid 
receivea was $S.8 million, tne original building project had 
been canceied. In January 1976, FM stated that, despite 
figures previously mentioned, only $2.5 million was available 
for the project because thz balance had been committed for 
projects In tieneva and Nairobi. FE0 advised the Embassy in 
April 1376 that a construction management contract nad been 
awarded to an America,? contractor to help the Government 
construct a 4-story office building costing aoout $2.5 mil- 
lion. The contract provided for a completed grouna floor 
and a snell for the remaining floors, which would oe com- 
pletea in the future. In CIarch 1977, the project plan was 
amenaea to provide for completing the shell at an estimated 
total project cost of $5.5 million. 

In 1977, FIX began to use a numerical priority rating 
system tar its I;rojects baseo on such factors as morale, 
he;.!.th, safety,and political expediency. The system is 
still too new to evaluate hod well 2t will xork. 
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COST ESTIMATING 

FBO's estimations of capital project costs prepared 
for budget al:d congressional justification are seriously 
understated and as a result many complex management prob- 
lems are created because (1) construction costs are overrun, 
(2) projects are deleted or delayed to a later time but 
built at a much higher costp and (3) design drawings and 
sites are purchased and not used. All these factors drive 
up costs to the Government. 

We reviewed the budget justifications for capit 
projects from 1970 to 1977. FI3O's average construct. n 
project requires 5 to 7 years to complete, from beginning 
to acceptance at the post. 

Cost overruns 

Most of the capital projects initiated and constructed 
during 1970-77 had substantial cost overruns when measured 
against the FBO budget justifications to the Congress, as 
shown in table 1. 

Table 1 -- 

Project 

Dakar Off ice Building 
(completed June 1977) 

Tokyo Off ice Building 
(completed Aug. 1976) 

Nairobi Office Building 
(estimated completion 
June 1979) 

Seoul Office Building 
(completed Hay 1977) 

Wellington Office 
Building (complete0 
June 1977) 

Bern Embassy Residence 
(completed Aug. 1975) 

Lagos Gf f ice building 
(completed June 1978) 

Niamey Complex 
(completed Jan. 1970) 

Bogota Office Building 
(completed bar. 1972) 

Montevideo ttfice 
Building (completed 
NOV. 1969) 

Buenos AIces Offjce 
Euilding (complete0 
July 1977) 

Total 

budget Completion Overrun --- 

$ 1.956.423 

7,695,000 

Percent 
overrun 

5 1 ,ooo,ooo $ 2.956.423 

8,500,000 16,195,OOO 

195 

91 

2,000,000 5,580,600 3,58C,600 179 

300,000 753,200 453,200 151 

900,000 2,261,242 1,361,242 151 

100,000 186,464 86,464 86 

3,900,000 51643,714 1,743,714 45 

485,000 1.266.154 801,154 165 

2,100,000 3,272,736 1,172,736 56 

.*,000,0J0 3,083,870 l,Ofi3,670 54 

3,380,OOO ---- 

524,665,OOO 

6,771,339 

$49,990,742 

5,391,33q ---- 

$25,325,742 --- 

160 

103 

7 



, 



U.S. EMBASSY, MONWWDEO, URUGUAY 
FRO PHOTO 

U.S. EMBASSY, BOGOTA, COLOMBIh 

9 

-- 



Further, in no fiscal year during this time did FBCI 
achieve or initiate all the projects shown in its congres- 
sional budget justiLication. In fiscal year 1970, for 
example, 12 projects were shown at an estimated cost of 
$2,063,000 but only 3 ; 25 percent) were initiated or com- 
pleted, as shown below. 

Projects 
Init- 

New construction 
Projects to be completed 
Project design 
Acquisition/purchase 

In or 
budget completed 

3 0 
2 

5 1 
1 0 

Total 12 3 e = 
Guring the 8 fiscal years, project initiations or 

completions were: 

Year Percent 

3 970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 

25 
75 
14 
23 
22 

9" 
50 

Therefore, projects indicated in the FBO budget and 
projects actually accomplished differed substantially. 
There are various reasons for this, but shifting of funds 
from project to project because of poor estimating greatly 
contributed to this performance. 

Project delays -- 

When project costs exceed budgeted amounts, funds are 
shifted to complete ongoing projects and other projects are 
deleted ox delayed. Deleted projects are sometimes started 
at much later dates and at higher costs because of inflation 
or other cost growths, as the examples below illustrate. 

, 
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--The Georgetown, Guyana, office building 
appeared in the fiscal year 1974 budget 
at an estimated cost of $473,000. In 
May 1974 a survey made under an FBO con- 
tract estimatei the cost at Sl.1 million. 
One bid for about $2 million was received 
on the project, but this exceeded FBO's 
available funds. The project is now 
reprogramed for fis:al year 1980, with 
construction for 1981, at estimated con- 
struction costs of $4 3 million versus 
the $470,000 budgeted in 1974. We were 
informed bi FBO that the requirements 
for this office building in Guyana have 
not changed since 1974. 

--The Helsinki office building was planned 
in fiscal year 1~65 at an estimated cost 
of $800,000. Construction was deferred, 
and in the fiscal year 1978 budget the 
estimated cost was $6.8 million versus 
the $800,000 of fiscal year 1965. 

Design drawings and sites - 

Because funds are shifted to complete higher priority 
or ongoing projects, design drawings and sites accumulate 
and become obsolete or inadequate and must be updated, ex- 
changed, or sold. For example: 

--The Georgetown office building drawings 
were contracted for in November 1972 at 
a cost of $46,862, which was subsequently 
increased to $52,943; the building is not 
planned for construction until 19&O (8 
years !ater) and based upon FBO's past 
experience the plan probably will have 
to be reworked or updated at extra cost. 

--A site was purchased in 1964 for $150,000 
in Ruala Lumpur, Malaysia, for an office 
building but never used because funds were 
not available. tie were told that now the 
site is inadequate and the mission and 
FbG are trying to exchange it for another. 
kevertheless, plans are being made to 
design and construct an office building 
on the site. It seems unreasonable to pro- 
ceed with designs for a building on a site 
considered inadequate. 

11 



Curinn f'.scal years lC~70-77, 33 architect and engi- 
neering design contracts were made at a cost of about 
$2.7 million; 13 of the 33 designs costing $551,000 were 
not used. Ihe designs were not used for various reasons, 
including politics, civil wars, personal preferences of 
Amoassadors, ana also oecause they were hastily initiated 
before all the facts concerning tne p'.oject were known. 

PI% has din inventory of 59 unimproved sites as reported 
in its inventory book of owned prope!.ties which cost the 
0-s. C;overn,hent $5,355,030. There are plaos for using 10 
of these sites but no current plans for the other 49. Some 
sites have been nela for more than 50 years, as shown below. 

idumoe r 
of sites ------- 

17 
20 

1: 
1 
1 
2 - 

59 -- - 

Years 
neld - --- 

1to 9 
10 to 19 
20 to 29 
30 to 39 
40 to 49 
50 to 59 
Unknown 

Original cost 
cost to date ----a- ---- 

$ 797,097 $1,287,996 
2,%21,545 3,056,104 

325,347 635,?31 
174,528 202,496 
170,OOG 170,000 

2,421 2,421 
838 83& --- - -- 

$31692,179 a----- $51355,586 --____ 

The unused sites are accumulated in various ways in- 
cluding donations and purchases. However, it seems unrea- 
sonable to accumulate and hold sites with no plans for 
tneir use in the near future. 

Cost-estimating nethoe ---e--w----- 

Cost estimating for future construction is difficult 
because of such unpreaictable factors as weatner ana infla- 
tion. *IO arrive at an estimate, 
bination of sources, 

FBC currently uses a com- 
including a guiae it developea in 1967 

and various publications. 

1. "U.S. rublic duildiny Costs,” a Lepartment 
of Commerce publication showing square 
foot cost for recent buildings. 

2. k Cepartrnent of Uefense Cost Review Guide, 
a &ublicatilJn based on Detense's costs of 
construction. 
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3. Cost inflation data obtained from a variety 
of sources, such as construction magazines 
and publications. 

As shown in table 1, FBO's record of cost estimating 
indicates a trend of underestimating its projects substan- 
tially. We believe that FBO can improve its estimates by 
obtaining more current and realistic data from the mission 
where the construction project is being planned. The 
economic or commercial attache can give FECl the cost per 
square foot of recently constructed buildings, including 
labor, materials, inflation rates, and other pertinent 
data. To these figures, FE0 should add a percentage 
factor based on its own experience in building costs over 
the last 5 years. We believe this would produce a more 
realistic cost estimate than the obsolete and fragmented 
mate]-ial now used. 

Further, we believe FBO should consider asking tlr* 
iongross for full funding to cover the project site, 
design, and construction. Full fu=ding would compress 
the timeframe needed to complete the project and allow 
for a more realistic estimate. 

EXTERNAL PRESSURES 

Orderly and efficient planning and execution of con- 
struction projects is at times hindered by interference from 
Ambassadors and senior officials, sometimes to satisfy their 
personal desires. 

FBO is the State Department's technical organization, 
which shotild be able to provide a specialized technical 
service to the post to construct, acquire, maintain, or 
advise about the Department's real estate within the limited 
resources provided to it. 

When resources are wasted for any reason, other build- 
ing requirements are postponed or not filled at all. Ex- 
amples of the types of interference which have occurred are 
as follows. 

--Manila Embassy Residence. In fiscal year 
1970, $400,000 was budgeted by FBO for con- 
struction of the Embassy residence. Design 
drawings costing $30,000 were paia for but 
not used, we were told sy an FBO official, 
because the Ambassador dia not like the - . aesign. In August 1970, FBO spent $!!iO(i,OOO 
to purchase an Embassy residence. 
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--Seoul Embassy Reside,,:e. In fiscal year 
197b, PBO budgeted S50,GOCl to rehabilitate 
the Embessy residence. Sefore the project 
was comple’.ed In late 1976, FE0 spent about 
$1.1 million. he were told by an FBO off i- 
cial that the -Ambassador pressed FBO to dcr 
a complete restoration, having march ot the 
wocd structure custom reproduced by a local 
architect ano craftsman. 

EMBASSY RESIDENCE, SEOUL, KOREA FE0 PMofO 

--KabuJ Embassy hes ioence. After FBO had a 
design prepared for tne Lmbassy residence, 
we were told by an EBCJ official that the 
Ambassador did not want the new residence. 
The record shows that there was a design 
development contract for $21,300. 

--Tehran Cf f ica Building extension. v& were 
told by an F&O official that the Ambassador 
aid not. 1 ..ke LL~ plans for the extension and 
the design was ;crappeZ. Records were not 
available on the cost of the first design. 
Records show that costs for a second design 
amounted to $93,157. 
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--Helsinki Office Building. The building was 
originally planned for fiscal year 1965 at 
a cost of $800,000. However, the design 
contract was awarded by FBO in January 1975 
at a cost of $157,850 and building costs 
are estimated at $6.8 million. The design 
is complete, FBO and a panel of architects 
have approved it and the city of Helsinki 
committee has no objections to it. However, 
the current Ambassador is resisting the 
design because of the use of bronze facing 
on the building. 

It is unreasonable and costly to stop, change, or 
interfere in a project once it is in process, except for 
reasons which have foreign poiicy implications or wnen 
a significant change of conditions has occurred. 

State Department buildings are designed for long years 
of use by the Foreign Service and should not be subject to 
the individual preference of an official who happens to be 
stationed at the post when a structure is being designed 
or built. 

We believe that all elements of the Foreign Service 
should be consulted when a building is planned for a mission. 
However, once the opinions are accepted or rejected under 
acceptable criteria, design ana construction should be left 
to the architects and construction contractors. 

Architecture, construction, and real estate should be 
,the concern of specialists who can provide the most cost- 
effective and proper buildings to enable Lhe Foreign Service 
to perform its job overseas. 

INSUFFICIENT TECHNICAL PERSONNEL 

The FBO does not have sufficient technical staff to 
inspect, maintain, and advise the 250 overseas posts where 
the U.S. Government has property holdings valued at about 
$3 billion. This is evidenced by the fact that properties 
are deteriorating because of improper maintenance, uneco- 
nomical properties are being operated ahd maintained, ana 
post administrative officers are entering into construction 
contracts without proper technical knowledge to protect the 
Government interest, all of which results in increased costs 
to the U.S. Government. 
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As oi December 1577, FBG had a staff of 93 persons and 
22 of them were stationed overseas; only 45 members of the 
staff are professional technicians. FBO does not perform 
the actual construction in the field but. depends on con- 
tractors and the overseas locsl maintenance staff to carry 
out the specific projects anti to maintain and repair pro- 
perties. 

General Services Cjfficers (GSCls) and administrative 
personnel at the post are usually experienced management 
personnel, but they lack the technical qualifications or 
knowledge concerning construction, which can be costly tc 
the Government. For example, when we visited Manila we 
found a renovation construction project which got out of 
control because mission personlrel lacked the technical 
knowledge to identify and uncerscand the serious defects 
in a design contract entered into for the Department. The 
project involved the construction and renovation of the 
consular building in rIanile. The following events occurred 
during 1976 and 1977. 

1. ‘uve were informed by an FBO official that 
at the insistence of the Ajnbassaior, FBO 
initiated the renovation of the consular 
builaing. This was an unbudgeted request 
for $123,000, which then escalated to over 
S330,GOO. 

2. The post administrative personnel entered 
into a contract with an architect in Iianila, 
to prepare design drawings for the structure, 
but the architect turned out to be unquali- 
fied. 

3. Contrary to instructions, which requirea 
specifications, the post did not get speci- 
fications and obtainea bids based on the 
inadequate and faulty design drawings and 
entered into a contract to build the 
structure. 

4. FE0 sent an engineer from Bangkok to look 
at the Manila project. ?ie reFortea by 
cable to FBO that “Review of structural 
design analysis in conjunction with con- 
tract drawings revealed several discregan- 
ties and omissicns which are very critical 
to the structural integrity of new consular 
additions in open court. IJew stairs and 
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new steel trusses over Veterans Admin- 
istration Claimants room are involved. 
Errors in translation of structural design 
analysis to working drawings are of such 
magnitude as to raise serious doubts as to 
the technical competency of the architect. 
Further, investigation of firm reinforces 
doubts. Extensive revisions and further 
refinements of existing plans will be re- 
quired before work resumed.'L The FBO engi- 
neer ordered work on the project to be 
stopped. 

5. The FE0 engineer explained that some of 
the most noticeable problems in the design 
were that the size and location of the 
footing was wrong, the expansion joint 
was faulty, the prestressed concrete roof 
panels would probably collapse, and the air 
conditioning was inadequate and probably 
would net work anyway. 

6. The post officers were unaware that the 
plans were incomplete and inadequate be- 
cause they lacked the technical knowledge 
to identify the deficiencies. As a con- 
sequence, cost for the project escalated 
to a current $330,000, the design drawing 
had to be redone, and stru:tural errors 
had to be corrected. 

In the 195Os, FBO maintained regional offices overseas 
staffed with technical personnel to survey, acquire, and 
inspect properties and to provide technical advice on pro- 
perty maintenance, repairs, and improvements. The personnel 
also disposed of unneeded property. They traveled frequent- 
ly in their assigned regions, becoming familiar with con- 
struction and maintenance problems and knowledgeable about 
contractors and real estate matters. They kept PBO informed 
on the design, construction, and renovation of U.S. buildings 
worldwide. These regional offices were closed in the 196Os, 
bl:t the records do not indicate why. After discussions with. 
mission personnel and FBO officials, we believe that having 
regional offices close to the regions to be served is one 
good method for FBO to provide essential technical services 
to the missions. TOF State Department management officials 
also expressed this belief in a memorandum in August 1976, 
but no action has been taken to date on their recommendations. 

17 



Should FE0 regional offices be reestablished overseas, 
we believe the staff should consist of engineers and con- 
struction and real estate specialists rather than Foreign 
Service generalists so that the technical knowledge tiesiLed 
by mission personnel can be quickly available. Our discus- 
sions with administrative personnel at the mission con- 
firmed this belief. The mission officials believe that, in 
most cases, they can do whatever a General Services Officer 
at a regional office can do and that having GSOs there 
would only add another layer of officials requiring their 
attention in addition to the area officers in FE0 and the 
Bureau officials in tiashington. 

CCINCLUSIGNS 

He believe that the authority and responsibility for 
developing real estate space requirements and preparing 
country-by-country plans should be centered in FBO. FBO 
should unaertake to develop such plans, oased on solid in- 
formation from the posts, bureaus, or other sources and 
supported with cost-benefit studies, to determine when and 
where the State Department should invest in overseas con- 
struction and/or long-term, short-term, or private leases. 

FBO, to a large extent, does a poor job of cost esti- 
mating for its projects oecause of the fragmented and obso- 
lete data used to make its estimates. FBO should use more 
current data available from post economic or commercial 
officers at missions where projects are to be constructed 
or purchased and use its actual cost-experience data from 
projects completed. These two factors should imptove FBCJ s 
cost estimating for new projects. 

He believe that, after projects have been approved, FBO 
should have the final authority, responsibility, and capa- 
city for acquiring real estate and for construction overseas 
without interference from post officials. 

FE0 does not have adequate technical staff nor proper 
staff distribution to provide the missions with the neces- 
sary advice and management for the Department’ s worldwide 
proper ties. 

bve believe that one way in which FBO could satisfy 
this need is LJ reestaolish regional offices overseas, 
corresponding with the Department’ s geographic bureaus, 
staffed with architect/engineering and real estate spec- 
ialists capable of surveying, acquiring, inspecting, and 
selling properties and prcviding technical advice for 
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maintaining, repairing, and improving properties. lhese 
regional offices should keep FE0 informed about design, 
construction, and renovation of U.S. buiidings to helF BBC, 
plan and manage its worldwide building program. 

HECGMMENDATIO~S -- ----- 

he recommend that the Secretary of State: 

1. Assign to the Office of Foreign Buildings 
the responsibility for developing country- 
by-country real estate plans and for estab- 
lishing criteria for determining whether 
overseas real estate requirements will be 
best satisfied by ownership or long-term, 
short-term, or private leases. 

2. Ask the Congress for full funding to cover 
the project site, design, and construction. 
E'ull funding would compress the timeframe 
needed to complete the project and allow 
for a more realistic estimate. 

3. Issue a directive to all missions and posts 
that once building plans and projects have 
been approved they not be changed unless 
conditions change significantly; the Di- 
rector of the Office of Foreign Buildings 
and his technical staff would have the 
authority to make final decisions for any 
changes :lecessary. 

4. Encourage the Gffice of Foreign Buildings 
to estiblish overseas regional offices 
corresponding with the State Department's 
geographic bureaus and staffed with arch- 
itects, engineers, and real estate speci- 
alists who answer directly to the Director. 

he also recommend that the Director of the Office of 
Foreign buildings require his project technical staff to 
obtain and use the most current available data at the mis- 
sions iy developing cost estimates for construction and 
real es,.ate procurement. 

AGEWY COhMENTS -----I_- 

The Department of State commented as follows on the 
recommendations. (The numbers correspond to the recommenda- 
tion as listed above.} 
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-. "FE0 is assignea the responsibility of 
developing country by country real estate 
plans. 

"Such surveys have been, or are in the 
process of being, undertaken in Japan, 
Korea, Mexico, the Philippines, Nepal, 
Pari=, London, and Eudapest. 

"r'L0 has assigned a senior officer full- 
time to these surveys and is in the process 
of aeveloping a systematic, formalized ap- 
proach to post real property surveys based 
upon questionnaires and reports filled out 
by each survey team. FE0 is also develop- 
ing a priority list of posts to be surveyed 
and wiS1 schedule as many as possible this 
calendar year. 

"The determination of whether property 
should be owned, long-term leased, or short- 
term leased is based upon several factors of 
which cost to the U.S. Government is of. con- 
siderable importance. The Office of Manage- 
ment and Budget [GME] requires FBO to analyze 
each proposed L!SG purrhase or construction as 
to wnether it is to the benefit of the USG to 
own or to lease. The i;Mb formula was devel- 
oped for domestic real estate analysis. 

"FE0 is examining this formula in terms of for- 
eign real estate markets, rates of inflation, 
and changing exchange rates. Information has 
already been requested for real estate inflation 
rates at those posts wnete projects for FY 8U 
are being pKOpOSed, and data on inflation ano 
exchange rates from the International honetary 
Fund are oeing analyzed. 

"These analyses will be presented to OMb with 
the FY 198G proposed budget." 

2. “There is considerable merit in asking for 
full funding to cover site acquisition, design, 
and construction. Such funding would permit 
FbG to proceed in a normal project development 
operation rather than having to hait for an 
appropriation to undertake the next step. 
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“This process, however, has an important cave- 
at; namely, the need for cost estimate revi- 
sion based uptin data being refined subsequent 
to the original estimate. Each year's appro- 
priation, therefore, should include a lump 
sum revision to reflect these cost estimate 
revisions. 

"This process would also require, in the first 
two or three years, a capital program greater 
than in previous years if the same capital 
program level were to be continued. For 
example the FY 79 capital program request of 
$50,215,000 would have had to have been in- 
creased by $77,276,000 were this procedure 
followed." 

3. "Several years ago, the FBO Director was in- 
structed not to change approved plans unless 
conditions changed significantly. This con- 
tinues to be the policy of FBO. No modifica- 
tion of a significant nature in either the 
program for the building or the plans for the 
building may be made without the approval of 
the Director. 

"Z'he Deputy Under Secretary for Management 
has agreed to inform all posts that although 
FBO will draw heavily on input from the posts 
in determining the size and character of. 
buildings, FBO has the final authority and 
posts may not alter FBO's plans." 

4. "Regional offices would be very desirable. 
FBO, however, does not have the authorized 
positions to establish them. 

"FBO had regional offices until the early 
1960's; they proved to be an effective means 
of supervising the management of State 
Department property. Regional offices would 
be particularly effective in improving post 
performance in maintenance and repair and in 
improving the accuracy of construction cost 
data. Five regional positions have been 
requested for FY 80." 
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The Department of State also noted that the "FBO will 
develop forms and instructions for use by economic and com- 
mercial offices in reporting data on matters such as con- 
struction costs, real estate markets, real estate inflation, 
and other data of use by FBO in planning a;ld estimating 
building projects." 

OUR EVALUATION OF AGENCY COMMENTS -- --- 

In regard to the Department's response to item two, we 
recognize chat there may be a need to refine the original 
cost estimate as more current and accurate data becomes 
available near the construction implementation phase of the 
project. However, the large cost underestimates should be 
much diminished because project planning and implementation 
would be concentrate& and the building should be completed 
over a much shorter period of time. I ̂  . .:e ~ .'- 

In the example which shows an increase of $77,276,000 
in the fiscal year 1979 capital program, FHO assumes that 
the capital program of 4 years into the future would all be 
moved to the fiscal year 1979 budget, which would be unreal- 
istic. be believe that the $77,276,000 capital program 
should be divided more evenly over the 4-year period (1979- 
1982) and that each project should be fully funded during 
this time span rather than be developed on a piecemeal basis. 
tie believe that *he full-funding concept would not create a 
need for additional expenditures but would lead to a better 
and more efficient use of funds for the capital projects. 
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CHAPTER 3 ---- 

OVERSEAS HOUSING --I__ 

Responsibility for managing Department of State employ- 
ee housing overseas is fragmented among the overseas posts, 
the geographic bureaus, and the Office of Foreign Buildings. 
The present management system does not provide adequate cri- 
teria for the size and cost of housing or for a centralized 
review and centralized uniform housing policy. Consequently, 
the Department does not get the most efficient and economical 
return for its housing dollar. 

The U.S. Government is paying increasingly higher 
housing costs because employees are provided with housing 
that exceeds reasonable space standards and living quarters 
allowances. State Department documents indicate that rental 
costs have increased 20 to 25 percent each year for the 
past 3 or 4 years. The State Department should have a uni- 
form policy and criteria for housing and a central review 
and control of finances for overseas housing to effectively 
manage worldwide housing. 

FbO is responsible for funding and controlling long- 
term leased ana Government-owned property, while the 
Department's five geographic bureaus are responsible for 
short-term leased properties. The overseas posts have 
been delegated responsibility for short-term leased pro- 
perties costly under $2S,OOO per year, and YbO is resFon- 
sible for approving those in excess of $25,000. 

Employee hflusing overseas for fiscal year 1977, was 
provided as shown below. 

Type of 
housing --- 

Number Criginal Annual 
of Units cost rental LGA --I ---- -------(milTTons)----=== 

Government-owned 2,900 $184 

Long-tern: lease 140 $1 

Short-term lease 3,300 25 

Living quarters 
allowance 1,500 $7 
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LACK OF CRITERIA c-----v--- 

Each post attempts to develop its own housing criteria. 
Size and space seem to be reasonably basic standards to use 
as housing criteria. FE0 has established space guidelines 
for constructicn cf new housing but has developed no cri- 
teria to serve as a guide for determining leased housing 
space. lhe bureaus have developed no housing criteria for 
the posts. Bureau personnel told us that the judgment of 
the post staff is the main criteria used to select housing 
within funds available to the post. 

Because tht posts are responsible for executing short- 
term leases not exceeding $25,000 annually for less than 5 
years without prior approval, most of the $29 million annual 
residential space has been obtained without headquarter's 
approval. The Department of State has not established 
systematic review Frocedures to assure that all available 
alternatives have been considered in satisfying its space 
needs abroad. The Department should institute criteria for 
the posts to use in deciding on the best alternatives and 
should monitor the posts' efforts to satisfy housing needs. 

Each post establishes it own housing policy in con- 
junction with the policies of its respective bureaus and 
generally allows personnel to select property that suits 
their needs. The posts in Africa use short-term leases 
for employees who are not provided with Government-owned 
or long-term leased properties and no living quarters allow- 
ances are provided. In Europe, Government-leased quarters 
are provided for most top-level employees and LQA for lower 
graaes; The Latin American posts provide senior employees 
who have representstional responsiblities with Government- 
owned or leased properties and pays LQA to other employees. 
The posts in East Asia and Near East Asia use a combination 
of these plans. 

FE0 criteria versus 
actual s--e- spaZZiZ3s --- 

Much of the housing provided exceeds FBO's new-con- 
struction criteria. Because no criteria has been estab- 
lished for leased-housing size, we used the FBO's new- 
construction criteria to compare the actual sizes of State 
Department-provided housing. 

In tirussels, 67 percent of the housing, composed pri- 
marily of private or short-term leases, did not exceed the 
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criteria on a unit basis. The 33 percent of the housing 
units that exceeded tne criteria included those of 

--2 of the 3 Ambassadors’ residences, 

--all 3 Deputy Chief of Mission residences, 

--the Consul General in Antwerp, 

--8 of 11 senior officers, 

--6 of 10 Information Agency quarters, and 

--25 of 117 staff quarters. 

From a random sample, based on needs and family size 
of 30 individuals living in the staff housing, 13 (43 per- 
cent) had more space than their family sizes required and 
11 (37 percent) had more bedrooms than needed. 

Our crsst analysis in Brussels showed that (1) addi- 
tional space for leased quarters increased annual leasing 
costs by about 14 percent, (2) senior officer residence 
costs were excessive, and (3) additional space for individ- 
uals occupying privately leased residences influenced the 
cost of LQA. 

Eased on a review of leased quarters, the Embassy in 
Brussels was spending about $120,000 annually for excess 
housing space, as shown in table 2. 

‘Iable 2 --- 

zua Of IlOUslng bnits 
AkOUnt 01 S~pace 

Flzix-Tinndard 
cost per 1otal annual cost 

-- I_ -s-v -I__ 29&k XZZI ---Em Dlt ference Percent ----- -w-e I------ _- 
Senior officer 

residence (note S) 11 48,007 33,110 64.14 
Information 

SiOi.196 513i,J75 47.5 
Agency 

S 65,121 

quarters (note b) 12; 30,008 24,040 3.46 
Staff hausinq (note c) 

lll4,307 83,659 24.1 
-- 153,343 

20,64F 
4.23 - 145,240 - 648,826 er13 34.451 5.6 

Total & 232,158 202.39G w =I---rzz $555,329 - SE35,099 $120,230 

a/ Excludes Ambassadors and Deputy Chiefs of Mlsslon. 
6/ Lxcluaes one YSCSnt reeldence. 
z/ Fro3ection based on a random smple of 30 spartmente. 
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Lease costs for senior officer residences were also 
excessive compared to the LCA which would have been autho- 
rized for the senior officers. For example, 6 of 11 senior 
officers occupied quarters costing an average of 10 percent 
and as much as 53 percent more than the maximum LCA. A similar 
comparison of both Information Agency and staff quarters 
showed that the lease costs were about 5 to 6 percent less 
tha? the applicable LQA. 

If floor space were a consitieration, however, lease 
cost would have been consiaerably less than the LC;A for 
all categories of personnel, as shown in table 3. 

‘i’able 3 --I- 

Imputed 
lease costs Dif- Per- 

Tvpe *of housing Units LCA (note a) ferer,ce cent -A------- -- --a ---- --- --I 

Senior officer 
residence 
(note b) 11 $184,050 $137,073 $ 46,975 34.3 

Information 
Agency quar - 
ters (note c) 9 111,300 83,659 27,641 33.0 

Staff housing 
(note d) 121 6b0,020 614,365 65,655 10.7 w---e ----- -I_ 

Total 141 $975,370 $835,099 $140,271 16.6 -- -e-e --- ----- -. -.-- 
a/ tie computed these costs by actual cost per square foot 

applies to FbO space stanclards and included rent, util- 
ities, and common charges. 

P/ Excludes Ambassadors ana Deputy Chiefs of Kission. 
c/ Excludes one vacant residence. 
?i/ ProJection based on a random sample of 30 occupants. 

‘Ihis comparison does not imply that leasing is more 
economical tnan LQA, but rather that the established LCA 
may be oqrerstated because floor space has not been con- 
sidered in determining what the LG’A should be. 

The Fmtassy did not have actual square footage aata 
for all 50 individuals receiving LGA, so comparison was 
limited to 14 inaividuals. The comparison shows that 11 
of 14 privately leased residents hat floor sFacc which 
exceeded the standard by about 4 to 69 percent. Leasing 
costs for 7 of the 14 residences exceeoed the LCA from 
$46 tc $1,295. Six cf thase residences had more floor 
space tnan the FE0 criteria called for. 
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Similar conditions existed at other posts we viP;ted. 
II, Vienna, 80 percent of the housing units exceeded the 
criteria. E'or the Government-owned housing, this included 

--the Ambassador's residence, 

--the Deputy Chief of Mission's residence, 

--the Consul General's residence, 

--7 of 8 senior officers' residences, and 

--54 of 69 staff apartments. 

A similar comparison of 1. ased properties showed that 8 
of 15 senior officers' residences and 11 of 14 staff quar- 
ters exceeded the criteria. 

In comparing actual space according to family size, 
excluding senior officers wnose space is based on repre- 
sentational requirement, 11 of 14 leased staff quarters 
exceeded the F6G space criteria. 

In Washington, L.C., using the current FBO worldwide 
real estate property inventory book, we compared the FECi 
standard with 122 senior officer and 9 consul residential 
short-term leased units and determined that (1) 73 percent 
(95) of the short-term leased residences exceeded FBG 
critt!ria, (2) annual rent for the 131 Froperties totaled 
$1.04 million, and (3) excess space of about 167,000 square 
feet cost an annual rental of $217,000. 

Table 4 gives examples of short-term leases that 
exceed FBC criteria at various posts. 

Table 4 ----- 

Count2 

Annual 
Lease Square feet value of 
number 

-- 
Actual Standard 

em- 
Excess excess ---a- -- -- __ 

Brazil 698629 8,835 4,015 4,820 $9,721 
Costa kica 51187 7,000 4,015 2,985 2,814 
kew Zealand 36754 7,550 4,015 3,535 2,508 
Austria 3025 26,200 4,160 22,040 2,118 
Belgium 4711 9,682 4,015 5,667 7,718 
India 80113 9,320 4,015 5,305 6,773 
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Other problems caused by 
laces f ZiifoK crite?i a e----- -...- ------- 

Other contributing factors which increase overseas 
housing costs to the U.S. Government are the lack of uniform 
triter ia for housing individuals at the post and the fact 
that individuals in effect set their own crit,lria as to what 
is acceptable housing. 

In Dakar , Senegal, the administrative officer told us 
that, when he tries to satisfy housing needs at the post, 
he must negotiate with the landlord and then with the family 
to accept the quarters being offered. For certain proper- 
ties, no one would accept occupancy, but when we visited 
one property, it appeared spacious and acceptable. 

Pie were told that staff preferences are highly consia- 
ered in making staff housing arrangements. For example, a 
junior staff member was otfered a house considered suitable 
by Embassy officials, but he was allowed to take another 
one that he preferred which rented for as much as a senior 
officer I.5 residence. 

In Buenos Aires, the leased residence of the economic 
counselor was vacated in November 1976, but his replacement 
refused the property because he considered the bedrooms too 
small. The property remained vacant until Kay 1977, when 
it was transferred to the U.S. Information Service. The 
U.S. Government thus incurred $4,500 in rent tor the vacant 
property plus rent for the housing the officer Freferred. 

Because of the lack of uniform housing criteria and 
a centralized review function, individuals often determine 
their own standards and costs are increased. We believe 
tnat the leasing and financing for all housing and space 
should be centralized and managed by a single State Depart- 
ment unit. It seems reasonable that FBO should be respon- 
sible for the leasing, funding, and approving of all housing 
and should be given sufficient resources to do so. 

~6~~~ii~tiNT-~kNED HOUSING )__---- A-- 

The Department’s practice of leasing residential 
housLng overseas is not always cost effective or in the 
best interests of the U.S. Government in many parts of the 
world. In many places, rer.ts are escalating beyond infla- 
tion rates oecause of high demana and scarcity of housing 
Lnits. below are exampIGs of rents paid by the Cepartment 
in the last 2 years. 
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Country zfle of proper9 
Annual 
rental 

Algeria Staff residence a/$59,693 
Kuwait Staff residence 34,914 
Nigeria Senior officer residence 44,250 
Saudi Arabia Staff residence 42,553 
Oman Officer residence 42,105 

a/ Based on an initial payment of $89,540 covering an 
18-month period. 

In some countries, landlords demand and get rents 
5 years in advance. State Department staff is usually 
stationed in a country permanently, so ownership would 
seem to be one way of controlling sharply rising rents. 

The posts have not conducted housing cost-benefit 
analyses to determine whether it would be less costly to 
own or lease or to provide LQA, although they have the 
greetest influence in determining how housing will be 
provided. various p!.sns have been proposed to construct 
or purcha:,e housing to offset rising leasing costs, but 
they are not backed up with cost-benefit analyses. We 
were told that making such analyses is beyond the capa- 
bility of most post housing officials. 

In Brussels, the Department of State has permanent 
staff, and housing construction and purchases are viable 
alternatives. In the following two examples, our analyses 
show that leasing is more costly than other alternatives. 
We believe cost-benefit analyses could be of great value 
to the Department's housing investment decisions. 

For our analysis, we selected a senior officer's 
residence, which like many others, had been rented on 
short-term leases since HAT0 transferred its operations 
to Brussels in 1567. The cumulative rent paia through 
1977 was $123,546. Without questioning the validity c,f 
this decision, if this property were rented for 12 addi- 
tional years the present value of the reutal payments, 
discounted at 7 percent (see p. 30) would be $158,840. 
According to a local real estate firm, residences suitable 

' for Embassy officials could be purchased in the range of 
$103,200 to $154,800. 

A second analysis shows construction to be a less 
costly alternative. The Embassy has been seeking new 
Marine quarters for over a year because its lease expired 
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in November 1977 and the quarters are inadequate. The 
Embassy has contacted an investor willing to construct 
and lease Marine quarters, including storage and heating 
rooms, totaling about 5,333 square feet. The Embassy 
plans to short-term lease the building from the contractor 
for 9 years with 2 renewal options of 9 years each. The 
annual rent is expec ad to be about $70,270 a year for the 
first 9 years and about $30,000 a year thereafter. The 
present value of this rent during the first 12 years, 
discounted at 7 percent, is $500,618, and at the end of 
27 years, it would total $621,968. It would cost about 
$112,600 less to construct the building than to lease it 
for 12 years, even without considering the building's 
residual value. The total leasing costs for 27 years 
under the present rent value would be about $234,000 more 
than construction costs. 

FBG actions to obtain housinq ---------------A-- 

FBO estimates that roughly $750 million would be 
required to purchase hoI1 -.ing to accommodate State Depart- 
ment employees overseas; however in those parts of the 
world where rents are reasonable, ownership would not be 
desirable immediately. 

In March 1977, FBO started preparing a $20 million 
fiscal year 1978 supplemental appropriation request as 
part of a proposed $100 million capital fund to acquire or 
c0nstruc.t housing in foreign countries that have extreme 
shcrtages and excessive rents. Although the request was 
approved, it was divided equally between fiscal years 1978 
and 1979. We believe this is a move in the right direction 
if the purchases are backed by adequate cost-benefit studies 
and ownership will save the Government money through lower 
LQA costs and corresponding offsets in salary and expense 
money spent for leasing. 

We reviewed a sample of the data in the analysis FBO 
used in supporting its supplemental request. The analysis 
included all relative and projected costs of purchasing 
or leasing a property and how over a period of years these 
costs will be influenced by inflation, exchange rate fluc- 
tuations, and costs of borrowing money. The actual or pro- 
jected cost for each year is deflated to's constant and 
then discounted at a given rate. The data used in the ana- 
lysis included the highest costs for leases. The payback 
period for these properties ranges from 1.6 to 25 years and 
averages about 10 years. These calculations appear to be 
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reasonable, and they show that ownership of these properties 
would save the Government substantial housing costs in the 
long run. 

CONCLUSIONS 

Management of the State Department overseas residen- 
tial housing program is fragmented among the posts, the 
geographic bureaus, and the FBO. The present system does 
not use centralized leasing policies, adequate criteria, 
or a centralized review. This results in increased housing 
costs because employees are provided with housing that 
exceeds reasonable space standards and applicable LQAs. 

All overseas real property leasing should be consoli- 
dated and centralized in FBO in order to provide for a 
centralized review, control of runaway rent costs, in- 
formed lease versus purchase decisions, and lease standards 
and criteria flexible enough to adapt to local conditions. 
This increased FBO workload could be accommodated by shift- 
ing Bureau personnel currently assigned to lease-related 
functions to FBO. 

The Department of State has initiated action to seek 
congressional approval for a capital fund of up to $100 mil- 
lion to acquire or construct housing in areas of extreme 
housing shortage and excessive rents. In karch 1977, FBO 
started preparing a request for a $20 million fiscal year 
1978 supplemental appropriation for housing. As noted 
above, the request was approved. 

We reviewed a sample of the data in FBU s anaiysis 
for determining whether a property should be purchasea or 
constructed rather than leased in conjunction with the 
capital fund concept. These calculations appeared to be 
reasonable and reflect an average payback period of about 
10 years. 

RECOMhENDATIGNS 

We recommend that the Secretary of State: 

1. Centralize in the Office of Foreign 
Buildings the funding and control of 
the Department's overseas housing, 

2. Develop, disseminate, and use uniform 
criteria for reviewing and approving 
all leases. 
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3. 

4. 

5. 

Review all present and future leases 
to ensure 2’ 7rpl ianze with applicable 
space cr It. -.a c\nd standards. 

Develop a , -.‘., ram to provide real 
estate manageLs at the overseas posts 
with formal training and expertise for 
their positions. 

Develop informative cost-benefit ana- 
lyses to support the capital fund 
concept and to determine whether it 
would be less costly to own or lease 
housing or to provide living quarters 
allowances. 

AGEhCY COMMENTS w-c 

The Department of State made the following comments on 
the recommendations. (The numbers correspond to the recom- 
mendations as listed above.) 

1. “The Department recognizes the need for central- 
ized management of, and reporting on, overseas 
housing needs. Action has been initiated to 
tr lnsfer short-term leasing functions to FBO, 
CJnsolidating these functions with FBO’s current 
responsibilities for Government-owned and long- 
term-leased properties. The transfer is sche- 
duled for October 1, 1978.” 

*. 
L. “The Foreign Affairs hanual now contains uni- 

form regulations on leasing procetiures. FBO 
will amend these regulations to include housing 
space criteria. Wren the short-term leasing 
functions are transferred to ?SO, it will be 
simpler to administer the revised and strength- 
zned regulations on a uniform basis.” 

3. “When FBO assumes t.he short-term leasing 
responsibilities, an early priority will be 
the review of existing leases in relation to 
E&O space criteria. We plan to have leasing 
officers travel extensively in the first year 
or so to obtain a better understanding of, and 
data for, space standards in the various geo- 
graphical areas and to assist posts in the 
enforcement of FE0 standards. 
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*'1t should be pointed out, however, that uni- 
form application of these standards is not 
always possible or desirable. This is partic-; 
ularly true in hardship posts where increased 
housing space is needed to compensate for the 
lzck of amenities in the post city. It is 
also true in those cities where there is no 
middle ground between small houses with inade- 
quate facilities and houses in excess of FBO 
space criteria but which do contain the amen- 
ities expected by American employees." 

4. "The Foreign Service Institute [FSI] is making 
a basic revision in its administrative training 
program. It has already established a budget 
and fiscal course in which B&F [Budget and 
Fiscal] officers are placed in simulated 
office situations and given actual problems. 
Classroom and counseling assistance is also 
used in the program. Thus, when the officers 
arrive at their posts, they will have had 
the training and on-the-job experience needed 
to handle post problems. 

"FSI is planning to expand this concept over 
the next year to provide similar on-the-job- 
type training for General Services Officers. 
This program is being coordinated with FEO. 
The work assignments will include: 

“1) Negotiation and administration of 
leases; 

"2) Management of real property, includ- 
ing scheduling preventive maintenance 
and the performance of basic main- 
tenance operations; 

“3) Development and use of property 
management data; 

"4) Employment of FBO procedures in aeet- 
ing posts buildings requirements; and 

"5) Communication with FbO and other 
Departmental offices." 

5. "See commer:; on * * * [recommendation number 
1 on page 321 on this same issue. These 
analyses will also include comparisons with 
living quarters allowances." 
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CHAPTER 4 

PROPERTY IMFROVE~4ENTS, ---- 

MAIKTENANCE,-AND REPAIRS 

State Department-owned and long-term leased properties 
are not maintained and managed properly because of (1) lack 
of technically qualified personnel to make inspections, 
(2) weak maintenance criteria ani; priorities, and (3) serious 
deficiencies in information fo = by post and FBO property 
manage1 s. Consequently, Gover _ maintenance and repair 
funds are spent 20 rehabilitate neglected properties, costs 
escalate because of delayed maintenance, unit property 
values aiminish, and funds are used to operate and maintain 
uneconomical buildings. 

Good maintenance is based on sound criteria and pi ior- 
ities developed by technical personnel and clearly under- 
stood by all property managers, periodic inspections of 
properties, scheduled cycles of preventative maintenance, 
proper cost information for post and FE0 property mangers, 
tincl followup, 

Our review at FBO and at posts in Europe, the Far 
East, and South America disclosed that the overseas prop- 
erties are not maintained efficiently and methodically 
because responsible post property management officials do 
not systeuatically follow a preventive maintenance sche- 
dule. They do not clearly understand and use maintenance 
and repair criteria nor establish maintenance priorities on 
U.S. properties to preserve the condition of a property 
to avoid deterioration and subsequent r led for later major 
repairs. 

The estimated maintenance and repair budgets for 
fiscal years 1976, 1577, and 1978 was about $8 million, 
$4 million, and $11 million, respectively, for U.S. prop- 
erties and about $2 million, $3 million, and $3 million 
for short-term leased properties. 

MAINTENA ,CE AND REPAIRS -- 

State Department regulations separate maintenance 
and repair into (1) roiltine maintenance, covering the 
“normal run of work” necessary to prese.:ve or restore a 
property, and (2) special maintenance, covering projects 
which are not rout.ine. Major repair projects have no 
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funding limits but are normally handled under special 
maintenance and require FBO approval. host ma in tenance 
and repairs on FBG properties are categorized as routine. 

Ensection -- - 

Systematic and periodic property inspections and evalu- 
ations by technically qualified personnel are not made at 
the posts, which results in maintenance neglect. Management 
and evaluation of real estate owned or leased by the U.S. 
Government is the responsibility of the General Services cr 
housing officers, most of whom have no background or training 
in real estate management or evaluation or real estate defi- 
ciencies. The officers told us they were briefly lectured 
on real estate subjects at the Foreign Service Institute 
at one time or another prior to overseas assignments. 

Most GSQs believe they have the experience or capa- 
bility for the day-to-day requirements of their jobs out not 
the expertise to develop and recommend changes for improving 
or better maintaining .and using properties. They believe 
someone from ViashingtDn who is aggressive and independent of 
senior officers should periodically make systematic in-;pec- 
tions, recommend changes, and help to obtain funding for 
maintenance projects. tie were told that visits from FBC 
technical personnel are infreqcent. Thus, technical exper- 
tise is not systematically available to the pc:ts. 

An experienced administrative officer said that FX 
should have a person assigned to the field who has tech- 
nical expertise in engir,eer ing co,;struction and real 
estate management so that he can “speak the language” of 
real estate, construction, and maintenance. He stated 
that the current FBO area officers can do little more 
than he can do himself and that good field technical per- 
sonnel could better estimate, justify, and evaluate post 
maintenance requirements. These estimates and evaluations 
would be given a higher degree of believability and would 
possibly receive greater attention in Washington, 

LACK OF CRITERIA ANC PRIORITIES ---I_ -I---- 

FBO and the overseas posts we visited have no specific 
criteria or system of priorities to better use limited 
resources for repair and improvement projects. Proner ty 
managers at overseas posts may not place the proce: 
ities or have criteria for judging where the limited 

prior- 

resources for maintenance and repairs should be spent. 
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When we discussed maintenance and repair criteria 
and priorities with property mangers, we were told that 
no guidelines are used nor has FBO issued such guidelines; 
therefore post management officials decide what will be 
done as best as they can. 

For example, Embassy officidls in 6russels told us 
that there are no specific criteria or priorities for 
developing maintenance or repair projects. The priority 
given a project generally depends on the GSO or maintenance 
supervisor’s perceived need for the project or the impor- 
tance of the officer requesting the project. For example, 
a home repair p:ojsc’. requested by a senior officer or his 
spouse would general 1~ be given top priority and seldom 
refused. As a result, maintenance staff personnel often 
undertake work they perceive as being unnecessary and 
solely for the convenience of the officers. 

In Vienna, the property managers also said there 
were no specific criteria or priorities for developing 
maintenance and repair projects. There are no well- 
defined prior-Sties; emergencies are handled as they 
arise. The maintenance ana repair staff will usually 
try to satisfy requests from senior officer5 even if it 
means having to reschedule other work that may be just 
as important. Emphasis on satisfying senior officials 
sometimes becomes excessive. 

In Iiio de Janeiro, officials said there is no dis- 
tinction made between minor capital improvement projects, 
special maintenance and repairs, and regular maintenance 
projects. 

In Nigeria and Senegal, Embassy officials said there 
are no standards for assigning priorities. 

In Buenos Aires, Embassy officials said there is no ’ 
requirement that FBO funds allocated to the post for 
maintenance and repairs be used exclusively on the pro- 
jects as shown in their budget, although a detailed bud- 
get is submitted to justify obtaining the funds. 

Thus, discussions with Embassy Froperty managers indi- 
cate that the criteria and priorities are not clearly 
understood and used by the post real estate managers to 
properly maintain U.S. properties. 
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Since maintenance and repairs funds are limited and 
there is scant guidance, we found strong indications that 
required maintenance was delayed, neglected, or ignored. 

For example, Kaduna, Nigaria, mission officials said 
that FBO has been slow in providing funds to make necessary 
repairs to two U.S. Government-owned properties used as 
staff housing. In September 1576, the Embassy informed 
FBO that both properties were totally Jninhahitable in 
their present state and require extensive renovation from 
the ground up. The occupants of both residences have been 
moved to short-term leased properties (at additional cost 
to the U.S. Government) until a decision can be reached to 
either repair and retain or dispose of the properties. 
During mid-1977, mission officials requested the FBO pro- 
ject supervisor assigned to the new chancery construction 
site to make a technical analysis of the needed repairs. 

Dakar t Senegal, post officials said that the Ambas- 
sador’s residence has deteriorated to the extent that 
within 6 months to a year it will become uninhabitable. 
FBO will have to lease a residence for the Ambassador 
for 1 to l-1/2 years to allow for needed repairs. Docu- 
ments at the post indicated that from December 1969 to 
February 1977 the post notified FBO of cracks, some as 
wide as 1 inch, in exterior and interior walls; extensive 
electrical wire damage that caused the wiring in one wall 
to snap; and waterpipe damage that caused extensive water 
leakage that lasted for almost 7 months. 

In Buenos Aires, the Embassy requested $50,000 in 
January 1977 to rehabilitate an unoccupied building, 
stating that the shell of the building is about the only 
asset the Embassy has at that location. The property 
was neglected and not used; none of the plumbing or elec- 
trical wiring is usable, ceilings are extremely damaged, 
and new flooring is required. 

Also in Buenos Aires, the property management official 
said that the Ambassador’s residence needs major repairs and 
that to bring it up to acceptable standards would cost about 
$2 million to $2.5 million. Ke toured the residence and 
observed large cracks in the exterior and interior walls, 
moisture on ceilings in several rooms, a sunken floor, and 
several rooms in need of painting and restoration. We 
previously reported this residence as being uneconomical to 
maintain and operate. FBO had agreed, but, now 9 years 
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later, FBO is still dec: zing whether to retain or dispose of 
this old structure. 

In Tokyo, State Department documents indicated that 
several U.S. Government-owned properties hacr deteriorated 
considerably and showed signs of serious neglect. These 
properties include senior officers' quarters, the Deputy 
Chief of Mission's residence, and a Foreign Service Insti- 
tute language-training building. 

COSTS NOT ACCUMULATED 

We found at the posts we visited that the Embassies 
do not keep records which would enable them to readily 
account for the improvement, maintenance, and repair pro- 
jects that have been undertaken or the source and amount 
of funds used to complete each project; thus they lack 
financial management information to determine whether their 
properties are economical to operate and maintain. 

Information concerning projects under taken and pro- 
perty costs are kept in a variety of localities within the 
General Services or budget and management offices at the 
posts. 

Overall financial records on improvements, maintenance, 
repairs, and operation costs are maintained in the budget 
office. Specific financial information is frequently not 
readily accessible and, in order to identify the costs asso- 
ciated with improvement projects, individual obligation 
documents must be reviewed in detail. This is very time- 
consuming, so Embassy personnel rarely request information 
on improvements that have been undertaken. 

Cost data maintained by the budget office on improve- 
ment, maintenance, and repairs is generally limited to 
materials and work contracted out and does not cover labor 
provided by the Embassy maintenance staff. The maintenance 
staff is managed by the General Services Office and usually 
provides most of the labor for Embassy improvements, main- 
tenance and repairs. For example, in Brussels, fiscal year 
1976 maintenance staff costs were approximately $220,000 and 
in Vienna, 1977 costs were about $207,000. Although this 
staff provides the bulk of the labor for maintenance and 
repair projects, these costs are not combined with the bud-. 
get and finance office's accumulated operating costs in a 
manner that allows the Embassy property manager--the GSO--to 
determine what a property costs to maintain. Consequently, 
we believe that the Embassy property managers are unable to 
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make adequate and informed management decisions. For ex- 
ample, in Brussels, the manager was unaware of the high 
electric bills at a senior officer's residence where nine 
electric hot water heaters have been installed (five ini- 
tially and four lacer). The electric bill for that resi- 
dence was $9,563 during calendar year 1976. 

OTHER PROBLEMS -0 

The Embassies frequently make repairs and improvements 
to leased properties as the need arises, although in some 
instances they are either the iandlord's responsibility or 
are prohibited by Department regulations. We were told 
that these repairs and improvements were generally justi- 
fied on the basis of expediency or pressure from senior 
officials. Congressional authorization is required for all 
property construction projects costing $40,000 or more. 

For example, in Brussels, improvements were being 
made to a short-term leased senior officer's residence 
without Washington approval. These improvements appear 
to violate the Department regulation which specifies that 
"generally, there is a prohibitiion against improvements of 
privately owned property held under short-term lease, except 
in extraordinary circumstances advantageous to the U.S. 
Government." The GSO and maintenance supervisor said that 
major work has been undertaken in two senior officers' 
residences; the GSO added, however, that the work was per- 
formed by Embassy maintenance staff through a series of 
small projects and, therefore, could not be categorized as 
major improvements. The work included major carpentry, 
electric, and plumbing improvements at both residences, 
such as enlarging the kitchens, renewing driveways, and 
remodeling an attic to store personal furniture. These 
officials estimated that the work cost the Embassy about 
$200,000 in maintenance staff salaries. 

In Vienna, the post and FBO appeared to circumvent 
the State Department regulation by incrementally funding 
a major construction project as several small projects. 
In fiscal years 1976 and 1977, one floor of Embassy-owned 
office space was converted for the use of the American 
consulate and the Immigration and Naturalization Service 
at a total cost of $83,213. In the request for the pro- 
ject dated March 1976, the Embassy asked for $SS,OOO, and 
justified the project by claiming an annual savings in 
rent of more than $65,000. 
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E’BO initially held the ptoposal in abeyance until 
an inventory of available space could be completed. Dsing 
stronger language, the Embassy cabled FBO requesting the 
project again and followed it by a telephone call during 
which agreement was reached on a project proposal. Accord- 
irq to the agreement, the Embassy reduced the proposal to 
a S40,OOO minor improvement project and submitted a second 
pro,?osal for $17,560 to install a security barrier between 
the consular personnel and the waiting area. This proposal 
was approved. 

Other types of maintenance and repair problems include 
the use of salary and expense funds to rehabilitate or make 
considerable repairs to short-term leased housing for senior 
officers, generally referred to as “set-up costs.” There 
appears to be excessive investment in these types of pro- 
jects although the Government does not own the properties. 
For example, set-up costs for a property in Manila amounted 
to over $30,000, while another example in Africa shows that 
set-up costs were over $20,000. Because there is no cost 
accounting method for collecting such costs systematically, 
we do not know how extensive this practice is. However, it 
seems unreasonable to invest substantial amounts of money in 
short-term leased properties which may have to be vacated 
after a short period of occupancy. 

CONCLUSION I_--- 

U.5. Government-owned and long-term leased properties 
are not properly maintained and managed due to inadequate 
property information, maintenance criteria and priorities, 
and inspections. Consequently, maintenance and repair Eunds 
are spent to rehabilitate properties which have deteriorated 
because of neglect, maintenance costs increase because of 
delays, unit property values diminish, and uneconomical 
buildings are operated because managers lack complete and 
proper cost information. 

hECOMMENDATIONS -w-e 

he recommend that the Secretary of State establish 
(1) sound maintenance criteria and priorities that irave 
been developed by technical personnel and are clearly 
understood by all property managers, (2) periodic property 
inspections, (3) a scheduled cycle of preventive main- 
tenance, (4) proper cost information available to post 
property managers and to the Off ice of Foreign Buildings, 
and (5) followup procedures needed to maintain the pro- 
perties in good condition. 
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AGENCY COMMENTS -- -- 

The Department of State commented on the recommenda- 
tion by saying: 

"FBO has spnt a circular airgram to all 
Foreign Service posts delineating preventive 
maintenance actions to be taken on buildings, 
grounds, and equipment and stating the fre- 
quency of these operations. A handbook, pro- 
viding additional detail, is bein, prepared 
for all posts. In addition, the Department 
continues to work on the development of a 
comprehensive automated accounting system. 

"If FRO Regional Cffices were estab- 
lished, they would have technical personnel 
to make periodic property checks and to 
resolve technical problems." 
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CfrAvrER s ---c-v 

MANAGEMENT I kFCHMRTION SYS’J EM ---I__ ------- -m-M- 

Good property management requires a complete and accu- 
rate inventory of properties and a system for maintaining 
costs for individual properties. 

FBO has not been successful in implementing a real 
property accounting and management information system. 
Although more than 8 years have passed since we first 
addressed the subject, a reliable system is not yet in 
place. 

Our report of September 30, 1969, recommended that 
the Cepartment of State improve its real property manage- 
ment. ‘Ihe Department agreed with our finding but directea 
its efforts toward developing a property management infor- 
mation system rather than centralizing property management. 

In a followup report issued on harch 28, 1974, l/ we 
stated that the Department bad oeen slow in estab? isning 
a property management intormstian system, modifying the 
property accounting system, and providing: overseas property 
managers with definitive quiuelines and criteria. The 
report stressed the qeeci to establish an accurate property 
accounting and management inforfiation system. 

Although the gepartment recognizes the nee:! for a 
managemenL information system, as of late 1977 it did not 
have in operation a reliab%e inventory of U.S. Government- 
owned ana leased real properties nor a property accrual 
accounting system. A Cepartment management information 
specialist stated that it will be at least 5 years before 
a reli,:ble system is fully operational. 

The Department has been reviewing and refining its 
Heal Property Accounting and Planagement Information System. 
A chronoJogy of its efforts to improve real property man- 
agement includes the development of a property information 
plan (1970); a plan to develop an outline of the accounting 
system aesign (i972); the establishment of an automatea 
Keal Property Accounting and Management System ( AIhS) 

-- 
Tome Progress In Improvinc; Xanagement of Government- 

Owned and Leasea Heal Property Gverscas (B-147782). 
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umbrella (1973) ; a survey cf the Real Property 3ystem (1974); 
and the preparation of a document entitled “Real Property 
Accounting and Management Information System” (1974, 1975). 

The system is intended to provide a reliable automated 
inventory and cost data for all U.S.-owned and leased prop- 
erties abroad. 

In early 1976, a real property accounting and manage- 
ment information system had been designed encompassing 
three subsystems. 

--Real Property Inventory Control and. Cost, to 
provide inventories with descriptions and 
cumulative costs on an accrual basis for all 
Government-owned and leased real property 
worldwide . (See p. 39 for information on 
costs. ) 

--Buildings Management Information, to Grovide 
uniform work orders and cost categories for 
maintenance and repairs. 

--Revised Allotment , Budgetary and Accrual 
iiccounting, to provide a status of funds, 
obligations, liquidations, and accrued 
expenditures. 

The system was to provide automated reports, inven- 
tories, and cost to FBO management; reports on real pro- 
perty to other agencies; and budget estimates and backup. 

FBO PROPERTY INVEiJTORY FILE 

FBO has tried to establish a real property inventory 
file to serve as a data base for the above subsystems. 
Posts were advised of the new system and given instrtictions 
and partially completed records covering Govtrnment-owned 
and long-term leased properties based on information avail- 
able in tiashington. The posts were asked to complete these 
records and ‘~0 prepare new records for short-term leased 
properties. Except for those of certain pilot posts, all 
completed recorcis were reviewed by FBO before they were 
processed. 

Lack of support by posts 

Numerous problems have been encountered with the data 
submitted by the posts, because the posts have not under- 
stood the instructions, have sent incomplete and erroneous 
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c?ata, or have failed to submit data. FBO has completed the 
initial coding of Government-owned and lorig-term leased 
properties and of most short-term leased properties. FBCJ 
has little control over short-term leases and, therefore, 
has no way of knowing whether al? of them have been included, 
A more recant problem that has surfaced is that the posts, 
while putting changes directly into the computer centers, 
did not follow coding instructions, which caused numerous 
errors. 

According to top FBO management officials, FBO’s 
property books, dated September 30, 1976, were not a reli- 
able management tool because they contain an overall error 
rate of about 20 percent, or about 33;OOO coding errors. 

FBO recognizes that a basic property inventory file 
should have been fairly simple to establish and attri- 
butes the problems to the following factors. 

--Data requested exceeded previous reporting 
requirements and was not readily available, 
therefore requiring extra work for the post. 

--Instructions were cumbersome, complicated, 
and vague, as evidenced by the fact that 
only two posts submitted complete and cor- 
rect data. 

--Posts did not perceive any short-range 
benefit from the project. 

--Normal workload and capacity of post 
personnel had an ef feet upon the accuracy 
of the submissions. 

GAG test of FBO property book 

PBO’s inventory of real prc..perty did not reflect 
numerous properties reported by the missions to the 
regional bureaus and to us during our visits. Its pro- 
perty books include properties that were not reported 
to the regional bureaus or to us. Table 5 contains a 
sample comparison of property data for several countries. 
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Table 5 

Properties not in FBO Properties in FBO 
Property Book but Property Book but not 

* 
re orted by missions to reported by missions to 

Regional 
Country bureaus GAO bureaus GAO 

Austria 22 1 
Kenya 7 
Niger ia 134 27 4 4 
Senegsrl 2 48 4 
Togo 
Zaire 35 

CHANGE TN PLAN 

Pn early 1977, FBCY s plan to develop an integrated 
system tied to the allotment accounting program was changed 
to a system intended to meet the needs of FBG and the 
reg ionnl. bureaus. FBO considers this separation necessary 
in order to salvage data collected over the past several 
years. It points out that, while being separated from the 
Buildings Management and Accrual Accounting subsystems, the 
Real Property Inventory can provide these other subsystems 
with property numbers which are the common element that 
can be used to link the various subsystem files when imple- 
mented. 

Top FRO management officials stated that several prob- 
lems must be -olved in order for the plan to be carried out. 
The increased workload would make additional staff neces- 
sary. Post responses to FBO directives should be handled 
by the General Services Officers, as they are directly in- 
volved in real estate matters. In the past, responsibility 
for such responses has been fragmented. Presently all but 
six posts report directly to FBO, which believes that all 
posts should be required to report to it. In the past, 
many posts have not complied with FEO s request for real 
estate information and FBO believes that their maintenance 
and repair allotments should be withheld until they comply. 

FUTURE PLANS 

I?80 has made a preliminary study of the various func- 
tions and operations within its programs which could be 
automated over the next 3 years. Among items under con- 
sideration are construction-engineering problems, real 
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property inventory, generator inventory, furniture and 
furnishings inventory and purchases, status of design and 
construction projects, and change orders for construction 
contracts. 

CCNCLUS IONS 

Over the years, FBO has planned to establish a real 
property management information system to provide inven- 
tory and cost data for management decisionmaking and to 
serve as a base of other subsystems. Some Fasts, however, 
submitted no data or incomplete and erroneous data or failed 
to understand instructions, so FBO’s property books were 
not reliable and reflect an overall error rate of about 
20 percent, or about 33,000 coaing eriors as of September 
1976. Our test of FBO’s property books revealed numerous 
inconsistencies when compared to data at the posts and 
bureaus. 

To obtain some degree of benefit from its data col- 
lection ettcrts over the pas+. several years, FbO changed 
its plan to develop an integrated system to a system in- 
tended to meet its needs and those of the regional bureaus. 
However, FBO believes that subsequent linking of subsystems 
can Se achieved through property numbers generated as part 
of the revised real property inventory. Several problems, 
including need for additional start, better post coopera- 
tion, and uniform reporting, must be addressed before the 
plan can work errectively. Department officials believe 
that it will be at least 5 years before a reliable manage- 
ment intormatlon system us in operation. 

FBO studies of agencv functions and operations which 
could be automated over the next 3 years include construc- 
tion engineering problems o real property inventory, gene- 
rator inventory, furniture and turnishings inventory and 
purchases, status of design and construction projects, 
and change orders for construction contracts. 

RECCMMENDATIONS 

We recommend that the Secretary of State: 

1. Direct overseas posts to properly submit 
real property inventory information to 
the Cttice of Foreign Suiidings. 

2. Assure a proper level of staffing within 
the Ottice to carry out its property 
management runctions. 
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3. Have all posts report real estate infor- 
mation directly to the Office in ordet 
to provide control over all properties. 

4. Reduce iragmentation by having all real 
estate matters at the posts assigned to 
the Generaf Services Officer. 

5. Have the missions establish and maintain 
a simple ledger-card cost accounting 
system on a property by property basis 
until the automated property inventory 
system is completed and operating accept- 
ably. 

! AGENCY COMMENTS 

The Department of State commented as follows on the 
recommendations. (The numbers correspond to the recommen- 
dations as listed above. ) 

1. “In the past year FBO has taken o\‘er full 
responsibility tar submission, editing and 
assembly of the real property inventory data. 
FBO has instructed all posts on proper and 
timely submission, has worked with a number 
of posts on updating and correcting their 
submissions. The result , contrary to the 
report is that t’ie system as modified by FBO 
is working and in fact, the 1977 property 
inventory printed in January of 1978 has an 
error rate of less than 4 percent. It is 
from this information data base that FBO 
intends to build its management system which 
will include various cost factors, such as 
rents, utilities, maintenance and repair, etc. 
PBO intends to work closely with the posts in 
creating a system which will be both beneficial 
and effective for both FBO and post management 
to identify cost trends, lease renewals, pro- 
perty conditions and values. 

“In sum, the real property inventory system has 
been designed and is operating. Improvements 
will be made as we gain experience working with 
the posts in the future. Further , the cost 
system is being developed to assure that we have 
an administrative management tool that will 
provide actual data regarding performance and 
assist in determining needs for the future.” 
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2. "For FY 80 FBO has requested ten additional 
positions it feels are vital to respond ade- 
quately to its present and future responsi- 
bilities. Five of these, as indicated, are 
regional positions." 

3. "Posts are now under instruction to report 
real estate information directly to FBO. Ad- 
ditionally, the Department's telegraphic 
branch provides FE30 with copies of all commun- 
ications relating to buildina matters even 
if FBO is not the action office. Xhen the 
short-tern leasing responsibilities are trans- 
ferred to FBO, it is probable that posts will 
be more likely to direct all their real pro- 
perty information and requests to FBO." 

4. "The Department agrees that all real estate 
matters at Foreign Service posts should be 
assigned to the General Servic.es Officer (or 
the Administrative Officer, where there is no 
GSO assigned), and FBO will ask that the posts 
be so instructed." 

5. "The Department will examine the temporary use 
of ledger cards for cost accounting purposes 
to determine the workload this would ir#$or,c up- 
on Foreign Service posts. The Department will 
also explore the possibility of accelerating 
automation of its cost accounting systorr. to 
avoid adding a heavy workload on the staff at 
overseas posts." 

GUR EVALUATION OF AGENCY COMKEKTS 

As noted in recommendation number 1 above, the Depart- 
ment stated that the 1977 property inventory record printed 
in January 1978 has an error rate of less than 4 percent. We 
attempted to determine how FBO arrived at this inventory error 
rate of less than 4 percent. FBO orficials stated that it is 
an estimate made by them based on information contained in 
their current property book rather tnan a calculated and 
documented percentage. 

he compared the September 1976 FE0 inventory book used 
during our field work, and the newly published inventory 
September 1977 book. We noted numerous differences between 
these inventories and were told these could not be easily 
reconciled. 
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We noted that there was an improvement in the September 
1977 inventory; however, we believe that the property inven- 
tory books still contain many errors and need improvement 
to be a reliable management tool. For example, area offi- 
cers are responsible for properties in their geographic 
areas. One officer could not explain why several properties 
appear in the new inventory book but are not in the original 
inventory books we looked at during our review or why several 
properties appear in the original inventory book but are not 
in the current inventory books. Another area officer said 
that several properties erroneously had ;lot been included in 
the current property books and a warehous? in his area has 
never been included in any property books. Fjhile another 
area otticer stated that a site and buildi,lg in his area has 
not been included in any property book-. Another area off i- 
cer agreed that the current property books still contain a 
number of errors, which affects the use of the books as a 
good management tool. 
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CHAPTER 6 

ABSTHE'i'IC QUALITIES OF EMBASSY BUILDINGS 

FBO uses a practical method to critique and improve 
new designs for Embassy buildings submitted by commissioned 
architects to FBO for overseas construction. Consequently, 
design improvements, building aesthetics, and most other 
architectural factors are considered and generally incor- 
porated into the new buildings. 

The Architect Design Peael is FL30 s mechar?ism for 
reviewing building designs. It is composed of qualified 
and professionally competent architects who serve as FJXY s 
consultants and are guided by the State Department's archi- 
tectural policy. The Panel reviews, criticizes, and advises 
FBO concerning the design of the new building. 

In 1953, the Department of State established a small 
honorary Panel-of eminent and representative American arch- 
itects to advise on architectural matters relating to the 
Foreign Building Operations program. 

This group now has 3-year rotatir‘g memberships, 
which over the years has included many of America' s most 
outstanding architects. The members each year make recom- 
mendations to the Department for new members, selecting 
prominent architects from private practice and from the 
academic field to provide the Department with the best 
possible balance, considering both geographic location 
and design egperience. 

TYPES OF PERSONNEL ON PANEL 

From 1953 to 1977, 24 qualified and accomplished per- 
sons in the design field have served on the architect design 
panel. These individuals are respected in their profession 
for their work and achievements. They are generally graduates 
of recognized architectural schools and range from owners, 
partners, chief architects, or designers in successful arch- 
itectural firms to consultants, design critics, Deans of 
schools of architecture, professors, assistant professcrs, 
authors, and architect critics. Thus, the Panel consists 
of some of the best architectural talent available to review 
and suggest improvements for proposed new E’mbassy buildings. 
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FUNCTION OF PANEL 

The main functions of the Advisory Panel are to: 

1. Recommend the most appropriate’ style of 
architecture, consistent with the archi- 
tectural policy of the State Department, 
for the respective projects of the Foreign 
Buildings Operation program. 

2. Review and advise on architectural quality 
and fitness of the designs submit ted by 
the consulting architect for each project 
of the program. 

3. Advise the Department to ensure that the 
design of U.S. representational buildings 
abroad are pre-eminent by accepted aes- 
thetic and practical standards, consistent 
with the Department’s architectural policy. 

DEPARTBENT ARCHITECTURAL POLICY 

The Panel is guided by State Department architectural 
policy, which in October 1953 was stated as: 

“The palicy shall be to provide requisite and 
adequate tacili’ies in an architectural style 
and form which kHl11 create goodwill by intel- 
l;gent appreciation, recognition and use of 
the architecture appropriate to the site and 
country. Major emphasis should be placed on 
the creation of goodwill in the respective 
countries by design of buildings of distin- 
guished architectural quality rather than 
adherence to any given style of architecture. 
Design shall adhere to established good prac- 
tice and, to the extent practical, use con- 
struction techniques, materials and equipment 
of proven merit and reliability.” 

This policy was revised and updatea in January 1962 
to read: 

“To provide requisite facilities in an archi- 
tectural form which will represent the dignity 
of the United States and create goodwill by its 
appropriateness to Fite and country. Ostenta- 
tion shall be particularly avoided. Design 
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shall adhere to established construction 
practice and shall utilize materials, methods 
and equipment of proven dependability. Build- 
ing shall be economical to construct, operate 
and maintain." 

PANEL'S METHOD OF OPERATION 

The Panel meets periodically at FBO headquarters 
with FBO officials. The meetings consist of reviews and 
critiques of proposed new building projects and detailed 
reviews of designs submitted by commissioned architects. 
Here suggestions aLe made to Improve or modify the aesigns. 
All subject areas of architecture are considered. 

We reviewed a substantial number of the minutes of 
Panel meetings covering a number of proposed buildings. 
The Panel covered most architectural aspects of a new 
building, ; ndluding structural details, "quality of life" 
in the new nuilding, economics, aesthetics, and functional 
appropriateness of the building. It also consiaered how 
well the proposed building would olend with surrounding 
structures in the location where it will be constructed. 

In addition, the Panel also recommends a number of 
architects that it believes are quaiitied to be commis- 
sioned to design iuture new FBO buildings. We were told 
that, from the list submitted, FBO conducts interviews 
and, after appraising of the interviewees selects one to 
design.the building. FBO attempts to commission a dif- 
ferent architect for each project; however, we noted that 
over the years some architects had been commissioned for 
more than one project. Altnough we found no evidence of 
favoritism in the final selections, we believe that FBO 
could strengthen its final selection process by document- 
ing how it arrives at the final choices for architects 
and the reasons for these choices. This documentation 
should be part of the official project file. 

HOST-COUNTRY REVIEW OF 
NEW U.S. EMEASSY DESIGYS 

In the countries we visited, the host governments 
usually have no formal programs for reviewing proposed 
Embassy buildings for aesthetic purposes. They usually 
will approve any reasonable structures and will not 
interfere in the building designs so long as the taci- 
lities blend-with surrounding structures. In some coun- 
ries where the proposed buildings are to be constructed 
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in "protected or historical" areas of the city, the host 
governments generally desire buildings that are architec- 
turally similar. 

In all countries we visited, however, the building 
plans are submitted to local zoning or other government 
units for review and conformance to local building codes 
for electrical, plumbing, and other mechanical systems as 
well as strength and stress factors for the new structure. 

CONCLUSION 

We believe that FBO's use of the experience and 
talents of accomplished architects on an architect design 
review Panel to pass on the design of a new building seems 
to be an adequate approach. 

RECOMMENDATION 

We recommend that the Secretary of State instruct the 
Uttice of Foreign Buildings management officials to document, 
as part of the project file, how and why any particular arch- 
itect is selected to design State Department building. 

AGl?NCY COMMENTS 

The Department of State commented on the recommendation 
by saying that: 

"FBO management officials have been instructed 
to document, as part of the project file, the 
reasons tor selecting the architect for each 
major project." 
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APPENDIX I APPENDIX I 

PRINCIPAL OFFICIALS RESPONSIBLE FGR ADMINISTERING 

ACTIVITIES DISCUSSED IN THIS REPORT 

Tenure of office 
From To - 

DEPARTMENT OF STATE 

SECRETARY OF STATE: 
Cyrus R. Vance 
Henry A. Kissinger 

ASSISTAhT SECRES.IRY FOR 
BUREAU OF ADMINISTRATION: 

John Pt. Thomas 

DEPUTY ASSISTANT SECRETARY 
FOR FOREIGN BUILDINGS: 

Hilliam L. Slayton 
Paul R. Serey (Deputy 

Director in Charge) 
Orlan C. Ralston 

Jan. 1977 Present 
Sept. 1973 Jan. 1977 

.ec. 1973 Present 

Jan. 1978 Present 

July 1977 Jan. 1978 
Sept. 1973 July 1977 
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