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Tenant Improvements Price Negotiation Memorandum Template

template for PNM when Lessor used competitive bid process for TIs:  If the competitive bid process was not used, follow FAR 15.404 for cost and pricing data.  The exception for cost and pricing data for TIs less than the threshold is NOT applicable for TI Pricing in leases.  you must obtain pricing either through the lessor’s competitive bid process or cost and pricing data.  The FAR reference detailing information to be covered in the PNM is attached below for ease of reference.  another format may be used, but it must contain the required information.

[Date]

Memorandum for:
[Contracting Officer, if prepared by another person or] The File [Lease LXX-XXXXX]

From:
Name, Title

Subject:
Tenant Improvements Price Negotiation Memorandum
1.
The prenegotiation objectives section of FAR 15.406-1 requires that we establish the Government’s initial negotiation position.  The lease contains a tenant improvement allowance (TIA) of $[xx.xx] per ANSI/BOMA Office Area square foot (ABOA), and the lease contains [xx,xxx] ABOA square feet.  The TIA is therefore [$XXX,XXX].  The TIA is based on analyses prepared by Real Property Asset Management (RPAM) using historic construction costs for agencies that are then geographically adjusted to take into account other economic and market influences on construction costs.  These costs are preloaded into the OA Tool calculator.  The prenegotiation objective is to then negotiate a construction cost that is equal to or less than the TIA.  The TIA contains Lessor’s overhead and project management costs which [were] [were not] previously negotiated and analyzed for fairness and reasonableness in the initial lease procurement before lease award.
If Lessor’s costs were not analyzed in the preaward phase, address those cost issues here in No. 1.

2.
The purpose of this PNM is to ensure that the tenant improvement (TI) costs to prepare the space under lease to meet the needs of the tenant agency are fair and reasonable.

3.
The lease requires that the lessor construct space in accordance with the SFO, Special Requirements, Design Intent Drawings (DIDs), etc., as contained in the lease.  DIDs have been developed and provided to the Lessor so he could obtain TI pricing from general contractors or subcontractors or both.  The lease provides that instead of submitting detailed cost or pricing data and entering into negotiations to determine a final cost for the subject work, the Government (in accordance with FAR 15.403) is willing to accept a price based on the results of a competitive proposal process if several conditions are met.  The ones pertinent to pricing are as follows:
a.
A minimum of three qualified contractors shall be invited to participate in the competitive proposal process.  Each participant shall compete independently in the process.
b.
Each proposal shall be 1) submitted in Construction Specifications Institute (CSI) format by the proposed contractors and 2) reviewed by the Government.  The Government reserves the right to determine if bids meet with the scope of work, that the price is reasonable, and that the Offeror is qualified to perform the work.  The Government reserves the right to reject all bids, at its sole discretion.

c.
The Lessor shall demonstrate to the Government that best efforts have been made to obtain the most competitive prices possible, and the Lessor shall accept responsibility for all prices through direct contracts with all contractors.

4.
The Government is represented by [Name, Position, and Organization].  The Lessor is represented by [Name, Position, and Organization].
Add names as necessary.
use either paragraph 5 or 6.
5.
Because the Lessor provided documentation that a minimum of 3 qualified contractors were invited to participate, detailed cost and pricing data are not required using the adequate price competition exception.  When adequate price competition exists (see FAR 15.403-1(c)(1)), generally no additional information is necessary to determine the reasonableness of price.
6.
Provide a summary of the contractor’s proposal, any field pricing assistance recommendations (Independent Government Estimates, etc.), including the reasons for any pertinent variances from them, the Government’s negotiation objective, and the negotiated position.  When determination of price reasonableness is based on price analysis, the summary shall include the source and type of data used to support the determination.  In this paragraph, discuss pricing using the construction division summaries—big picture and subcontractors’ back-up bids where there are pertinent variances.
use this paragraph 7 as necessary.

7.
The most significant influence on the pre-negotiation objectives is the pre-set TIA as developed by RPAM.  While this amount per square foot is based on a history of expenditures for the subject agency (and adjusted for geographic costs), the allowance does not necessarily contemplate all unusual features that may have been requested by the agency for a particular project.  Because of this, there are additional costs in this project that affect the differences in the Lessor’s TI pricing and the TIA.  Some of the additional features are:  Capture unusual features such as accordion walls, unusual security requirements, upgraded finishes, high density use of private offices, etc.  In this paragraph, discuss pricing using costs provided on the subcontractors’ back-up bids for speciality items.
a.


b.


c.


d.


e.


Discuss negotiations conducted and the adequacy of the lessor’s competitive bid process, e.g., did it meet the requirements of 3(c) above?  If so, how.  If not, why not, etc.
8.
Congress, other agencies, or higher PBS officials [did] [did not] provide direction that impacts the negotiations or negotiation position for this procurement. 
9.
Use this first sentence if you analyzed lessor’s overhead and fees in the PV evaluation prior to award of the lease.The basis for profit or fee was established in the preaward file, and it was based on competitive offers.


If you did not analyze lessor’s overhead and fees prior to lease award, obtain negotiation objectives from planner/estimators, 1102 contracting officers, or both who manage construction contracts.The basis for profit or fee was established by obtaining pricing information from other Government estimators, recent contracts, or both for like services.  The estimates were:  $________, $________, etc.
10.
Based on the available information and negotiations, Tenant Improvement costs of $________ are determined to be fair and reasonable, and a Notice to Proceed will be issued to the Lessor for the Tenant Improvements.

____________________________________
_______________________________

Realty Specialist Signature, if applicable
Date

Contracting Officer Signature

Date
15.406-3  Documenting the negotiation. 

(a) The contracting officer shall document in the contract file the principal elements of the negotiated agreement. The documentation (e.g., price negotiation memorandum (PNM)) shall include the following: 

(1) The purpose of the negotiation. 

(2) A description of the acquisition, including appropriate identifying numbers (e.g., RFP No.). 

(3) The name, position, and organization of each person representing the contractor and the Government in the negotiation. 

(4) The current status of any contractor systems (e.g., purchasing, estimating, accounting, and compensation) to the extent they affected and were considered in the negotiation. 

(5) If cost or pricing data were not required in the case of any price negotiation exceeding the cost or pricing data threshold, the exception used and the basis for it. 

(6) If cost or pricing data were required, the extent to which the contracting officer— 

(i) Relied on the cost or pricing data submitted and used them in negotiating the price; 

(ii) Recognized as inaccurate, incomplete, or noncurrent any cost or pricing data submitted; the action taken by the contracting officer and the contractor as a result; and the effect of the defective data on the price negotiated; or 

(iii) Determined that an exception applied after the data were submitted and, therefore, considered not to be cost or pricing data. 

(7) A summary of the contractor’s proposal, any field pricing assistance recommendations, including the reasons for any pertinent variances from them, the Government’s negotiation objective, and the negotiated position. Where the determination of price reasonableness is based on cost analysis, the summary shall address each major cost element. When determination of price reasonableness is based on price analysis, the summary shall include the source and type of data used to support the determination. 

(8) The most significant facts or considerations controlling the establishment of the prenegotiation objectives and the negotiated agreement including an explanation of any significant differences between the two positions. 

(9) To the extent such direction has a significant effect on the action, a discussion and quantification of the impact of direction given by Congress, other agencies, and higher-level officials (i.e., officials who would not normally exercise authority during the award and review process for the instant contract action). 

(10) The basis for the profit or fee prenegotiation objective and the profit or fee negotiated. 

(11) Documentation of fair and reasonable pricing. 
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