
 
   Client Enrichment Series
 

                  Welcome to today’s presentation on: 

Introduction to Occupancy Agreements 

the presentation will start at 2:00 PM Eastern 

      
      Note: Phones are automatically muted during the presentation.  You have the 

ability to send questions to the host and presenters through the chat feature.  
They will answer as many of the questions as possible at the end of the 
presentation.  All questions will be captured, and answers sent to all 

participants before the next session in the Series. 
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Hosted by: Jennifer Suggs  
  Regional Account Manager 
  Office of Client Solutions, Region 4 
 

 
Presented by:      Kelly Ellison 

 Space Pricing Specialist 
 PBS Office of Portfolio Management 
 



www.gsa.gov/rentpricingpolicy 
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https://www.pbs-billing.gsa.gov/ROW/ 
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The Occupancy Agreement (OA) 

• Statement of the business terms between PBS 
and the tenant agency for a specific space 
assignment 

• Interagency agreement 

• Serves as the billing document 
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PDG Section 2.1 & 3.1 



Types of OAs 

• Pro Forma OA 

– PBS works with the tenant agency to 
determine its needs during requirements 
development. First OA is drafted. 

– Estimate of rent charges 

– Additional iterations as appropriate, signature 
required if financial terms or square footage 
increases 

 

6 GSA Public Buildings Service 



Types of OAs 

• Final OA 

– After substantial completion, PBS coordinates move into space; in 
lease LA update 

– If pro forma OA was signed for sufficient amount, no signature for 
final OA is required 

– This is the billing OA and reflects rent charges 

• Interim Billing OA 

– If the project is completed and agency has taken occupancy of the 
space, but GSA does not have a signed OA for the FULL rental 
amount 

– Interim OA will bill up to the amount in signed OA while updated 
signature is obtained 
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Types of OAs 

• Administrative OA 

– Revisions to billing OAs that do not require customer signature 

– Sent to customer with a cover letter for notification purposes 

– Examples include: 

• Joint use amenities added or removed from building 

• Capital expenditures for new/enhanced security fixtures  

• Continuing occupancies in leased and owned space 

– Extensions, Renewals and Succeeding leases 

• Changes to parking assignments 
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Why do we need your signature on the OA? 

• Serves as agreement to start billing  

• Interagency agreement that outlines expectations 
of each party 

• Documentation for Rent charges  

• Critical to keep project on schedule  

• Ensures we are meeting agency requirements 
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OA Signature 

• Signature required before PBS 

– Purchases a site 

– Obtains new space 

– Expands space assignment 

– Amortizes TI 
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Four Parts to the OA 

11 GSA Public Buildings Service 

Description of 
Space and 
Services 

Clauses  
(Terms and 
Conditions) 

Signature  
Page 

Financial 
Summary 

PDG Section 2.1 & 3.1 



Description of Space and Services 

AAZ00123 Final Version 9 Date Last Modified 10-Jan-2015 

AZ1234ZZ   LAZ12345   Increased Space   

[AGENCY NAME] (Code 1234) will occupy 29,320.61 usable (29,602 rentable) square feet of space and 

0 structured parking spaces and 4 surface parking spaces at AIR LIBRE AND TATUM BOULEVARD 

(AZ1234) located at 16241 N. TATUM BOULEVARD, PHOENIZ, AZ, for a period of 106 months 

commencing on or about 02/16/2011. 

 

[AGENCY NAME] (Code 1234) will pay the General Service Administration rent in accordance with the 

attached pages(s).  In addition to the annual rental to be paid, [AGENCY NAME] (Code 1234) will make 

a lump sum payment for build-out and other related services in excess of the amount of the Tenant 

improvement allowance amortized in the rental rate, in accordance with the attached page(s). 

 

[AGENCY NAME] (Code 1234) will pay the General Service Administration additional rent for prorated 

share of joint use space associated with this location, if any. 

 

Additional/reduced services are shown on the attached Occupancy Agreement Financial Summary. 

OCCUPANCY AGREEMENT BETWEEN 

[AGENCY NAME] 

AND 

GENERAL SERVICE ADMINISTRATION 



Types of OA Clauses 
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Clause Type Requirement Application 

PBS standard clauses Mandatory Required for all occupancies, 
separate set for leased and 
federally owned space 

Agency specific clauses Mandatory or 
optional 

Could apply to all of a tenant 
agency’s occupancies (mandatory) 
or just a subset (optional) 

Optional clauses Optional Could apply to any occupancy, 
based on the situation 
 

Ad hoc clauses 
 

Optional Specific to one occupancy 

PDG Section 2.1.2 & 3.1.2 



Standard Clauses – Rent Start 



Standard Clauses – Rent Start (Continued) 



Rent Start 

– Tenant agency's obligation to pay rent when 
space governed by the OA is: 

• substantially complete 

• operationally functional 

– Occupancy and rent start will be coordinated 
with the tenant 

– Phased occupancy allowed 

– No grace period for moves or installation of 
personal property 
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Rent 

• Leased space 

– Rent is a pass-through of the underlying lease 
contract rent plus:  

• Any standard operating costs not performed through 
the lease 

• PBS lease fee 

• Federally owned space 

– Rent is based on an appraisal or return on 
investment 
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Standard Clauses – Lease Rent 

• Direct pass-through of lease contract cost 

• Operating Costs are typically escalated annually by CPI 

• Leases charged a fixed, non-divisible 7% PBS Fee 

– 5% fee for non-cancelable space 

– 4% fee for USPS controlled space  

PDG Section 2.4.2 & 2.15 



Standard Clauses – Federally Owned Rent 

• Rent established by FAR Appraisal or ROI 

• Shell rent and operating base established for up to 5 or 10 year 
periods 

• Operating costs escalated annually by OMB inflation factor 

PDG Section 3.5.3 & 3.7 

Federal Rent Charges 
Federal rental charges will consist of a shell rent plus amortized tenant improvements, if applicable. There may be 
additional charges for operating expenses, security, joint use, parking, and other space items such as antennas. In 
2017, GSA transitions to 10-year rates for occupancies in buildings where new appraisals are available. OAs will be 
transitioned to a 10-year rate as the current shell rate terms expire. The shell or “as is” rent will be reset every 10 
years.  
  
For OAs in a building without a new 10-year appraisal, the shell rate or as is rate will continue to be set for periods 
up to but not beyond 5 years. These OAs will transition to the new 10-year rate no later than FY22 as their current 
rate terms expire. In the case of buildings priced on a “Return on Investment” approach, the rent attributable to the 
original shell improvements will remain level for the duration of the OA. If additional capitalized shell replacements 
or improvements are made, the Shell Rent rate will be adjusted every 5 years to reflect the additional investment.  
  
Charges for operating expenses, joint use space, parking, antennas and security may be adjusted on an annual basis. 



10 Year Rate Transition Plan 

• FY2017 FAR appraisals include 10-year rates 

• Existing OAs are not affected – the transition takes 
place as OAs expire 

• Implementation of 10-year levelized shell rate starts 
in FY2017 

• Transition will be completed in FY2022 
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10 Year Rate Benefits 

• Provides Federal tenants the market advantages 
of long-term occupancy 
 

• Enhances budget predictability 
 

• Reduces management and administrative costs to 
Customer Agencies 
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Standard Clause – Promoting Efficient Spending 

• Clause included in OAs for executive branch agencies 

• Customer is responsible for ensuring compliance with 
OMB restrictions 



Standard Clauses – Customer Rights 



Cancellation Rights 

• Prior to Contract Execution 

– No fault cancellation 

 

• After Contract Execution, Prior to Rent Start 

– Agency is liable for the lesser of these costs 

• 16 month rental obligation had it occupied the space, plus the 
unamortized balance of the TIs 

• In the case of a lease, the lease buyout costs, or 

• In the case of a owned space, the total project costs incurred 
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Return of Space Rights 

• With 4 months’ written notice, tenant has right to 
release space to PBS provided the following 
conditions are met: 

– There is no longer a need for the space   

– The space is in marketable blocks 

– The space is not designated as non-cancelable 

– The tenant is at least 16 months into their occupancy 
term 
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Non-cancelable Space 

• Space has specific qualities such as: 

– Remote or not easily accessible location 

– Special purpose use or build-out 

– Lease Construction 

– Unusual term 

– Lack of any realistic federal need 

– Other factors that significantly impair backfill 
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Standard Clauses – Move Cost Responsibility 

• Customer agency is responsible for funding their own 
physical moves and telecommunication costs 

• Customer should be prepared to fund  move costs at the 
end of their OA term 

PDG Section 4 

Move Cost Responsibilities 
At the end of this OA term, if the tenant cannot remain in the space covered by this OA, the tenant is 
responsible for funding the physical move to new space. In the event PBS displaces or allows another 
user to displace the tenant before the expiration of the OA term, PBS must fund, or require the new 
user to fund, the tenant's physical move, and relocation of the tenant's telecommunications equipment. 
PBS must also reimburse, or require the new user to reimburse, the tenant for the undepreciated value 
of any lump sum payments the tenant made toward tenant improvements and the Rent differential at 
the new location until the displaced agency has time to budget. The Rent differential is calculated on all 
elements of Rent except the amortized tenant improvement cost. In the event of a PBS disposal of a 
building or an approved prospectus project requiring the agency relocation from this space before the 
expiration of the OA term, PBS will fund tenant agency move costs unless PBS has provided 3 years' 
written notice of the action. In the event PBS provides 3 years' written notice, the agency is responsible 
for funding the physical move to new space. 



Standard Clauses – Move Schedule  



Standard Clauses – Move Schedule Continued 

• Schedule and project delays 

– Tenant caused delay 

– PBS and lessor caused delays 

– Excusable delay 

• Tenant bears the cost of tenant caused delays 

PDG Section 4.5 & 4.6 
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Move Policy 

• Agencies responsible for funding their own physical 
moves and telecommunication costs 

• Customer agencies in both leased and federally owned 
space can expect to fund all move costs at the end of their 
OA term 

• Exceptions: 

– Forced moves  

– Emergency relocations due to disasters or crises, PBS may fund 
the moves up front, subject to funds availability  

 

PDG Chapter 4 



OA Signature 



OA Signature 

• Signature required before PBS 

– Purchases a site 

– Obtains new space 

– Expands space assignment 

– Amortizes TI 
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Standard Clauses – Lease Rent 

Occupancy After Lease Expiration 
In the event of a continued occupancy after lease expiration, the tenant 
agency will continue to be financially responsible for the pass-through of 
the lease contract rent, the PBS lease fee, and any additional costs 
incurred by PBS resulting from lease renewal, extension, replacement, 
holdover or condemnation. The tenant agency rights to relinquish space as 
specified in this OA remain in effect. 
  
Protect Government’s Financial Interest – Succeeding Lease / Renewal 
This OA reflects the continuing occupancy at this location beginning 
<Month, Year> for <term> months.  The Rent is a pass-through of the 
underlying lease contract that was negotiated to protect the government’s 
financial interest plus PBS lease fee and any other applicable charges 
stated in this OA. The square footage remains unchanged and there are no 
additional tenant improvement costs. This OA is considered FINAL and 
does not require agency signature. Please notify GSA within 60 days if you 
disagree with any of the terms and conditions expressed in this agreement. 



OA Financial Summary 

34 GSA Public Buildings Service 



Regional Contacts 

• Regional Account Manager 
– Please contact your local Account Manager for 

questions regarding space requirements and OAs. 
 

• Real Estate Specialist 
– Please contact your local Real Estate Specialist for 

questions regarding space requirements and OAs. 



Questions? 
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Thank you for joining us today for a discussion on 

Introduction to Occupancy Agreements 
 

Next Session: 
• September 17, 2015 - Advanced Topics in Workplace Strategies: 

Updates to FIT (Furniture & Information Technology) 
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www.gsa.gov/ces 

ClientEnrichmentSeries@gsa.gov 


