GSA

ntroduction: General Information,
_ease Authorities, and
Responsibilities

1. ADOUL THiS DESK GUITE ...ttt 1
8. PUIMPOSE GNO SCOPE. ..ttt ettt e e e e e ettt e e e e e e e e sanbbee e e e e e e e s e nnneees 1
oY o] o] o= 11 YT PTT PRI 1
C. Content Control and REVISIONS ........cocuuiiiiiiiiieiiee e 1
0. SPECIAI SIUALIONS.......etiiieiiteii ettt s e e st e e st b e e s anbre e e e anees 1
€. USING ThiS DESK GUIE ...ttt e e 1
f. SYSIEMS NG TOOIS......iiiiiiiii ettt s e nnre e s e e nnee e 2
2. Basis for Leasing AULNOIITY .....uuuiiiiii e e e e e e e e s s s ae e e e e e e s ennnnaees 3
Q. STALULONY AULNOIILY . ..ceiiii ittt e e e e e e et e e e e e e e e e eanbbeaeeaae e e e e nneeees 3
D. LCO’S EXCIUSIVE AUTNOTITY ...coiiiiiiiiiiiiii ettt e e e e eeeeas 3
C. LANG LBASES ...ttt ittt ettt ekt e e e h e e s e e e e e e et e e e b e e e anee 3
d. Other Delegations Of AULNOKILY ..........uuiiiiiie e 3
e. Legislative and Executive Impacts on the Leasing Program ..........cccccceeeviviciiieniee e v 4
f. Procedural Limitations on Leasing AULNOTILY ........c..uveiiieiiiiiiiiree e 4
3. BASIC POIICIES ... s 5
a. Federal Management ReguIation.............cccociiiiiiiii i 5
D. GSA ACQUISItION IMBNUAL .....ooiiiiiiiiiiii ettt e e e e e e e e sanbe e e eeeas 5
C. Negotiated PrOoCUIEMENT .........oiii ittt e e e e e e s e b e e e e e e e e e annaeees 5
PBS Leasing Desk Guide i

This page last revised: 9/30/2011



Introduction: General Information, Lease Authorities, and

Responsibilities G Slé\

4. PBS MIlESTONES .....iiiiiiiee ettt ettt e e n et 6

5. Electronic Offer SUDMISSION .....uuiiiiiiiieie e e e e e 6

6. General Roles and ReSPONSIDIITIES ...ccuuviiiiiie e 7

A. Organizational ROIES...........uuiiiiie i e e e e e e e e e e s e e e e e e e e nnnrees 7

b. Realty Profe@SSIONAIS .........ueiiiiiiiiiiiiiiice et e e e e e s e e e e e s 7

(o @ 1 a1 R Y AN == 1y (o] o T T £ PR 8
Addendum: Laws, Statutes, Executive Orders, and Regulations Governing Lease

oo LU T =] 14T o K= PSSR 10

F W <o (=T = TS 11 L= PP PP PP PR 10

B. EXECULIVE OFUEIS ....eeiiiiiiitii ettt ettt se e e me e nn e s e nn e s e ennne e 14

O =T 11 F= 11 1 R 15

D I o [Tt = O RPT R PUR PRSPPI 15

ii PBS Leasing Desk Guide

This page last revised: 9/30/2011



Introduction: General Information, Lease Authorities, and

A Responsibilities
GSA

1. About This Desk Guide <

1. About This Desk Guide

a. Purpose and Scope

This Desk Guide contains authorities, policies, technical and procedural guides, and
administrative limitations governing the acquisition by lease of real property. It replaces all
previous Public Buildings Service (PBS) leasing guides and incorporates other existing guidance.

The process overviews in this Desk Guide do not completely cover all of the possible
considerations and alternative courses of action that realty professionals must be aware of to
successfully complete all possible lease actions. However, they should be able to use the
material in this Desk Guide to help them tie together the typical considerations, process steps,
and review requirements that they could normally expect to encounter.

b. Applicability

The provisions of this Desk Guide apply to all PBS personnel engaged in the acquisition and
administration of lease contracts. This Desk Guide also applies to agencies leasing space under
delegated authority from the General Services Administration (GSA).

c. Content Control and Revisions

This Desk Guide is issued and maintained by PBS. The version that appears online (link to online
TOC) is always the most recent and authoritative. If you are using a printed hardcopy of this Desk
Guide, note the revision date at the bottom of the page; there may be more recent versions and
updated content online.

Chapters and revisions are issued by Lease Acquisition Circular (LAC) in Adobe Acrobat (PDF)
format for loose-leaf printing. LACs are numbered sequentially by year (e.g., LAC-2010-01) and
filed on the Desk Guide Web site at the link above.

For further information, or if you have questions or suggestions, contact the PBS Office of Real
Estate Acquisition—Center for Realty Policy (askPR@GSA.gov).

d. Special Situations

Unusual and special situations may arise that are not covered specifically by existing instructions
or procedures. In these cases, the regional officials should consult with the Office of Regional
Counsel and request special instructions from the Central Office.

e. Using This Desk Guide

User Aids

Throughout this Desk Guide you will find various features to make it easier to use:

e Text boxes provide emphasis on key issues, best practices, legal issues, and insights for the
reader.

PBS Leasing Desk Guide 1
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o A glossary defines key terminology (link to glossary).

e Appendices contain document templates, sample letters and notifications, and links to current
GSA forms online.

e Tables of contents link to the content in the electronic document.

e Hyperlinks in the electronic document link to online regulations, authoritative guidance
documents, and informational Web pages.

Roles Referenced in This Document

In addition to the Leasing Specialist (LS) and Lease Contracting Officer (LCO) titles, this guide
uses the term “realty professional” to identify responsible personnel when functions are not
specific to either the LS or LCO. These may differ from region to region. For example, some
regions use realty technicians, leasing assistants, and other staff titles to perform leasing tasks.

Microsoft Word Settings

To make visible all Microsoft Word document content (such as graphics or pictures), and to allow
the various links and cross-references to function properly, follow these procedures:

e Keep all associated Desk Guide files in the same folder (on your hard drive or CD-
ROM). The links probably will not work if you open a file by double-clicking directly on an
email attachment. They also may not work if you open the files directly in a network folder via
an offsite remote connection.

e Turn off Word’s Document Map feature. It interferes with the links within graphics.

e Set Word options to enable the display of graphics. Uncheck the option to display Picture
Placeholders if it is checked, and make sure that the option to display Drawings and Text
Boxes is checked.

e View the document in Print Layout View (not Normal, Draft, Outline, or Web Layout).

e If you wish to print the documents as they appear, set Word options to enable printing
pictures. Under options for printing, be sure that Drawing Objects is selected to include with
the printed document.

f. Systems and Tools

The following tools are critical to leasing and are referenced throughout this Desk Guide.

e STAR (to be succeeded by REXUS): The asset management database that holds the PBS
real estate inventory. REXUS is a new project PBS is undertaking to replace the existing
STAR inventory system in a manner that more closely aligns with business processes,
streamlines the interactions between systems, and integrates with the PBS technical
architecture. Among other things, REXUS produces the Lease Digest (R620), which is sent to
the Finance Center for initiating payments to the lessors for leased space.

2 PBS Leasing Desk Guide
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e Occupancy Agreement (OA) Tool: An automated system that harbors a concise statement
of the business terms governing the relationship between PBS and the tenant agency for a
specific space assignment. The OA serves as the billing document on which subsequent rent
payments are based.

e elease: An electronic tool that standardizes a national leasing transaction lifecycle and
automates the daily tasks of realty professionals through document management and storage,
electronic templates, a workflow engine, communication facilitation, and systems integration.

2. Basis for Leasing Authority

a. Statutory Authority

The Administrator of General Services is authorized by 40 U.S.C. § 585 to enter into lease
agreements to accommodate Federal agencies in buildings (or improvements) that are in
existence or will be erected by the Lessor. The agreement may not bind the Government for more
than 20 years. The Administrator has delegated leasing authority to Regional Commissioners,
who, as Heads of Contracting Activities, further delegate the authority by issuing leasing warrants
to LCOs.

Option periods: Renewal option periods, exercisable at the sole discretion of the Government, in
the original contract can be used to extend this time beyond 20 years. However, in no case can
the exercised firm term of the lease exceed 20 years.

b. LCO’s Exclusive Authority

The LCO has exclusive authority to enter into, amend, and administer leases on the
Government’s behalf to the extent provided in his or her certificate of appointment as a
contracting officer. Nothing in this Desk Guide is intended to limit the LCO’s authority to designate,
consistent with statute and regulation, a Contracting Officer's Representative.

c. Land Leases

This multiyear authority is applicable to the leasing of land when the land has been or will be
improved by the Lessor with a building, pavement, or utilities, for example. For the purposes of
multiyear leasing authority, the improvements must facilitate occupancy. Unimproved or vacant
land may be leased only on a fiscal-year basis; however, the lease may contain nonbinding yearly
renewal options to be exercised at the Government’s discretion.

d. Other Delegations of Authority

Delegation of Lease Administration Authority to GSA Employees

LCOs may designate Contracting Officer's Representative authority to perform lease
management and administration not involving amendments to the lease. Designees must have
received Federal Acquisition Certification in Contracting Officers Technical Representatives
(FAC-COTR) training.

PBS Leasing Desk Guide 3
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Delegation to Federal Agencies

Delegations of lease acquisition authority to Federal agencies are made to the head of the
agency or designee. The authority delegated may be for an individual lease action or a class of
similar leases, such as Department of Defense recruiting activities. Agency heads are required to
exercise the delegated authority per this Desk Guide, where it implements applicable laws,
Executive orders (EOs), regulations, Office of Management Budget circulars, and other GSA
policies that implement laws, EOs, and regulations. Refer to www.gsa.gov/leasing for leasing
policies and forms. Applicable regulations include, but are not limited to, the Federal Management
Regulation (FMR) at http://www.gsa.gov/portal/category/21221, the GSA Acquisition Manual
(GSAM) at https://www.acquisition.gov/gsam/gsam.html, and others as specifically required in the
FMR and GSAM for leases.

FMR Bulletin 2008-B1, dated November 19, 2007, limits lease acquisition delegations to 19,999
rentable square feet or less of general-purpose space. Specific agencies have been granted
categorical and special-purpose lease acquisition delegations in the FMR. Agencies must request
specific authorization to exercise the special-purpose delegated authority if the requirement is for
2,500 rentable square feet or more. If the requirement is 2,499 rentable square feet or less, then
the agency may proceed without specific written authorization from GSA.

e. Legislative and Executive Impacts on the Leasing Program

In addition to the legal authority for leasing real property cited above, the process of acquiring
space by lease is governed by the laws, Executive orders, regulations, and policies in the list
appended to this introduction.

f. Procedural Limitations on Leasing Authority

Verification of Acquisition Action

New leases must not be executed by GSA to satisfy a space request before an official request for
space and a certification of funding is received from the client agency. Exceptions are allowed to
satisfy lease continuing requirements, such as an extension where the rent stays the same, as
stated in Chapter 7.

Prospectus Approval

As a matter of policy, a lease prospectus must be approved by both the Committee on Public
Works and Transportation of the House of Representatives and the Senate Committee on Public
Works and the Environment if the average net annual rental will exceed the current threshold
amount ($2.79 million in 2011). This requirement applies to all leases, including renewal,
succeeding, and superseding actions.

Requirements for lease prospectus approval are discussed in Chapter 11, Prospectus-Level
Leases.

4 PBS Leasing Desk Guide
This page last revised: 9/30/2010


http://www.gsa.gov/leasing�
http://www.gsa.gov/portal/category/21221�
https://www.acquisition.gov/gsam/gsam.html�

Introduction: General Information, Lease Authorities, and

A Responsibilities
GSA

3. Basic Policies <

3. Basic Policies

To meet these goals, it is PBS policy to lease quality space that:
e |s the best value for the Government, all factors considered,;

e Islocated in the Central Business Area (CBA) of communities, unless the customer can
operate in a rural area or can justify a non-CBA location based on mission needs;

e Is accessible to and usable by individuals with disabilities;
e |s sustainable in design, construction, and operations and maintenance requirements; and
e Provides a safe work environment.

GSA works within a regulatory framework to lease space. This guide provides more information
on these regulations in later chapters, but a summary of the key regulations are provided below.

a. Federal Management Regulation

Federal Management Regulation (FMR) Part 102-73 contains the regulatory policy applicable to
the acquisition of leasehold interests in real property for all Federal agencies, including PBS,
operating under or subject to the authorities of the Administrator of General Services. This Desk
Guide is the procedural guide for operating within the structures of the FMR.

b. GSA Acquisition Manual

The GSA Acquisition Manual (GSAM) (GSAR 570) contains agency acquisition regulation, policy,
practices, clauses, provisions, and forms governing the leasing process.

c. Negotiated Procurement

Contracting by negotiation is appropriate and required for acquiring space in a building through a
lease contract. The LCO will usually need to conduct discussions with offerors about their
proposals and consider factors other than price in making the award.

GSAR 570.203-4, “Negotiation, evaluation, and award,” describes negotiation requirements in
more detail. In general, realty professionals must:

e Keep records on all communications and documents from the initial contact through award,
and place a written record of all communications and exchanges in the lease file. This
includes meeting notes, emails, the abstract of offers, the request for final proposal revisions,
and similar documents. (FAR 15.306 and 15.307 state procedures for such exchanges,
including clarifications, communications, negotiations, discussions, and revisions).

PBS Leasing Desk Guide 5
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e  Promptly notify in writing any offeror excluded from the competitive range or otherwise
eliminated from the competition.

e Evaluate offers against the solicitation, and document the lease file to demonstrate whether
proposed contract prices are fair and reasonable.

e Determine whether the price is fair and reasonable.

e Award the lease to the responsible offeror whose proposal is the most advantageous to the
Government, considering price and other factors included in the solicitation. There must be a
written offer and acceptance through the formal conveyance of a lease document for an
award to occur.

It is critical to review with prospective offerors the Government’s requirements, pricing matters,

evaluation procedures, and requirements governing the submission of offers. Most importantly,
the space must meet minimum technical standards acceptable to the LCO.

4. PBS Milestones

PBS has established 15 standard customer milestones for tracking project delivery along all
business lines. These milestones track the project throughout its major stages, from developing
requirements through acquisition planning, issuing the SFO, awarding the lease contract,
completing design and construction, and starting rent and occupancy.

To track leasing progress, PBS has mapped these 15 standard milestones to 24 specific leasing
task project milestones. These project milestones provide greater detail on actual dates for
subtasks within the various project phases. The 9 additional leasing-specific milestones concern
status reporting for most types of PBS projects, including new and existing space.

5. Electronic Offer Submission

An offeror is authorized to transmit its lease proposal as an attachment to an email. Offeror's
email shall include the name, address, and telephone number of the offeror and identify the name
and title of the individual signing on behalf of the offeror. Offeror's signed lease proposal shall be
saved in a generally accessible format (such as in a portable document format (pdf)), which
displays a visible image of all original document signatures, and shall be transmitted as an
attachment to the email. Only emails transmitted to, and received at, the GSA email address
identified in the request for lease proposals will be accepted. An offeror submitting a lease
proposal by email shall retain the original, signed proposal and make it available to GSA upon
request. An offeror choosing not to submit a lease proposal via email may still submit it by U.S.
mail or other express delivery service of the offeror's choosing.

Leasing Specialists shall include the paragraphs authorizing electronic offer submissions in
solicitations and Requests for Lease Proposals.

6 PBS Leasing Desk Guide
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6. General Roles and Responsibilities

This section describes the general roles and responsibilities of PBS realty professionals and other
participants in lease acquisition actions. The subsequent chapters of this Desk Guide identify
specific responsibilities with respect to various lease actions. Realty professionals have a
fiduciary responsibility to negotiate in a fair and equitable manner whether in person,
electronically, or through any other social media.

The duties imposed on warranted leasing officials or those acting on behalf of warranted leasing
officials encompass all real estate-related activities and transactions. GSA has expanded its
available resources by entering into broker contracts.

a. Organizational Roles

The responsibility for managing the lease acquisition program is vested in the Office of Real
Estate Acquisition, at the Central Office level and in PBS at the regional level. The specific
functions of these offices are prescribed in Chapter 23 of the GSA Organization Manual (OHR P
5440.1). These functions must be conducted according to the applicable policies provided in this
Desk Guide.

Responsibilities of the Office of Real Estate Acquisition

In addition to its program policy and management responsibilities, the Office of Real Estate
Acquisition may advise on specific lease transactions when requested by a regional office or as
otherwise required.

Responsibilities of the Regional Offices

The Delegations of Authority Manual (ADM P 5450) places total operating responsibilities with the
Regional Commissioner in the regions. Therefore, with the exception of the requirements for
prospectus approval, total responsibility for execution of the leasing program rests with the
Regional Commissioner. The high degree of authority and responsibility vested in LCOs requires
that only well-qualified individuals be designated and retained in such positions and that the
performance of their duties be subject to continuing review and evaluation. LCOs must be
designated per the Contracting Officer Warrant Program established by GSAM Subpart 501.6.

Except as explicitly outlined under this guidance, Leasing Specialists should follow regional
protocol for the preparation, concurrence, review, and approval of correspondence, transmittals,
and other file documentation.

b. Realty Professionals

Leasing Specialists

LSs, whose job classification is GS-1170, Realty Specialist, assist LCOs and may perform all
duties that do not legally obligate the Government. The LS should understand the local and
regional requirements for approval and correspondence.

PBS Leasing Desk Guide 7
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Lease Contracting Officers

LCOs perform the warranted duties that obligate the Government, including executing and
administering lease contracts. Their job classification is also GS-1170, Realty Specialist. LCOs
safeguard the interests of the United States in its contractual relationships. In this role, LCOs
obtain all necessary legal, technical, and financial advice within GSA necessary for the sufficiency
of lease contracts and for compliance on the part of the Lessors.

Lease Administrator/COR

The Lease Administrator acts as the Contracting Officer's Representative to enforce the Lessor’s
compliance with the terms and conditions of the lease. These duties include a variety of reporting,
tracking, and customer relationship duties that are defined further in Chapter 17, Lease
Administration. Lease administration actions are addressed in the Lease Management Guide:
http://pbsportal.pbs.gsa.gov:7777/pls/portal/docs/page/PV/documents/final_version_Lease_Mana
gement_Guide_072806.pdf

c. Other GSA Participants

Numerous other GSA participants draw on their specialized expertise to assist PBS throughout
the lease acquisition process.

Brokers

GSA has entered into National Broker Contracts, employing the services of contract brokers/real
estate agents to perform full lease acquisition services and coordinate the purchase or exchange
of site options sometimes associated with lease construction. The brokers may not bind the
United Sates or perfom any other inherently governmental functions. See Chapter 16, National
Broker Contract Leases.

Engineers and Architects

Engineers and architects provide the expertise with buildings needed to help define the client
agency’s requirements. They may also participate in market surveys, reviews of tenant
improvement costs, designs, buildouts, and construction inspections.

Space Planners

Space planners provide the expertise needed to develop layouts and conduct test-fits to verify
that the client agency will fit within in the space being surveyed or considered. Space planners
assist with requirements development and design for the client agencies. They also review the
computer-aided design drawings submitted by offerors to confirm the square footage of the space
being offered and delivered.

Portfolio Staff

GSA's real estate portfolio managers drive the long-term strategic planning for GSA'’s building
inventory. They lead in the lease-versus-own decision for new leases. They perform scoring
analyses as required and take the primary role in securing funding support from the Office of
Management and Budget (OMB) and Congress for prospectus-level projects. They also assist
with locality issues.

8 PBS Leasing Desk Guide
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Facilities Management and Service Program (Environmental)

Environmental team members may be requested to participate in the requirements development,
market survey, solicitation, and buildout process as the project dictates.

Budget and Financial Management

LSs must work with budget and financial management staff and the customer agency to confirm
that adequate funding is secured for the leasing transaction, including any lump-sum payments.
In addition, LSs must provide the appropriate obligating document to the budget and financial
management staff, who enter obligations into the accounting system record (Pegasys).

PBS Leasing Desk Guide 9
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Addendum: Laws, Statutes, Executive Orders, and
Regulations Governing Lease Acquisitions

The Federal Statutes, Executive orders, regulations, and policies that must be followed include
but are not limited to the following. These statutes, regulations, and policies may be updated.

A. Federal Statutes

1. Reorganization Plan No. 18 of 1950 (40 U.S.C. § 301 note)

Transferred to GSA all functions with respect to acquiring space in buildings by lease, and all
functions with respect to assigning and reassigning space in buildings.

2. Federal Property and Administrative Services Act of 1949 (40 U.S.C. § 585)
Provides GSA with 20-year leasing authority.

3. Public Buildings Act of 1959 (40 U.S.C. § 3307)

Requires congressional committee approval of leases with annual rental, excluding services
and utilities, in excess of certain dollar thresholds before appropriations may be made.
Further requires congressional committee approval for lease alteration projects in excess of
certain dollar thresholds. The thresholds are indexed annually.

4. Competition in Contracting Act of 1984 (41 U.S.C. § 251 et seq.)
Directs GSA to acquire lease space through the use of full and open competitive procedures.

5. Public Buildings Cooperative Use Act of 1976 (40 U.S.C. § 3306)

Directs GSA to acquire and use space in suitable buildings of historical, architectural, or
cultural significance where feasible and prudent; encourages the location of commercial,
cultural, educational, and recreational activities in public buildings; and encourages the public
use of public buildings for cultural, recreational and educational activities.

6. Small Business Act (15 U.S.C. 88 631-647)

Requires a positive effort by Federal contractors to place subcontracts with small and small
disadvantaged business concerns. The act also requires publication of Federal procurement
requirements, requires Lessors who are large businesses to submit small-business
subcontracting plans, and provides for liquidated damages for failure to meet subcontracting
plan goals.

7. Rural Development Act of 1972 (42 U.S.C. § 3122)

Requires Federal agencies to give first priority to rural areas in locating facilities. See also
Executive Order 12072 regarding the location of Federal facilities in urban areas.

10 PBS Leasing Desk Guide
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8. Contract Disputes Act of 1978 (41 U.S.C. § 601-613)

Requires disputes arising from Federal contracts to be adjudicated by established processes
and procedures.

9. Prompt Payment Act (31 U.S.C. 88 3901-3907)

10.

11.

12.

13.

14.

15.

16.

Requires that Federal payments to contractors be made in an expeditious manner, provides
penalties for late payment by the Government, and requires that the Government be entitled
to discounts for early payment.

Assignment of Claims Act of 1940 (31 U.S.C. § 3727)

Allows contractors to assign rights to payment, including rent, to established financing
institutions.

The Architectural Barriers Act of 1968 (42 U.S.C. 88 4151-4152)

Requires that public buildings be made accessible to the physically handicapped through
construction and alterations to provide for suitable accessibility, restrooms, plumbing, water
fountains, elevators, etc. The requirements of this act are implemented through the
Architectural Barriers Act Uniform Federal Accessibility Standard.

Fire Administration Authorization Act of 1992 (15 U.S.C. § 2227)

Requires that an entire building have sprinklers or provide an equivalent level of life safety
when Federal funds are used to lease 35,000 square feet or more of space in a building
(under one or more leases) and some portion of the leased space is on or above the sixth
floor. Also requires that all hazardous areas have sprinklers in all Government leases.

Earthquake Hazards Reduction Act of 1977 (42 U.S.C. § 7705b)

Requires adoption of standards for assessing the seismic safety of existing buildings
constructed for or leased by the Government that were designed and constructed without
adequate seismic design and construction standards.

Energy Policy Act of 1992 (42 U.S.C. § 8253)

Required the Federal Government to meet 20-percent energy reduction targets by the year
2000. This includes federally leased space.

Occupational Safety and Health Act of 1970 (29 U.S.C. 88 651-678)

Requires GSA to ensure that space leased and assigned to agencies provides safe, healthful
working conditions, including building features such as lighting, guard rails, indoor air quality,
fire safety features, emergency elevator requirements, etc.

The National Environmental Policy Act of 1969 (42 U.S.C. § 4321)

Requires an assessment of the environmental impacts associated with major Federal actions,
including Government leasing.

PBS Leasing Desk Guide
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17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

National Historic Preservation Act of 1966 (16 U.S.C. 88 470-470w-6)

Requires listed historical properties to be protected from harm as a result of Federal actions,
including leasing.

Randolph-Sheppard Act (20 U.S.C. § 107)

Requires that licensed blind vendors be authorized to operate vending facilities on any
Federal property, including leased buildings. The act imposes a positive obligation on GSA to
acquire space in buildings that have suitable sites for vending facilities.

Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970 (42
U.S.C. §4601)

Requires the payment of relocation benefits to persons displaced as a result of Federal
actions. This act is potentially applicable to persons displaced as a result of GSA lease-
construction projects on sites designated by the Government.

Intergovernmental Cooperation Act of 1968 (40 U.S.C. §8§ 901-905)

Requires GSA to consult with planning agencies and local elected officials and to coordinate
Federal projects (usually large projects requiring congressional prospectus approval) with
development plans and programs of the State, region, and locality where the project is to be
located.

Drug-Free Workplace Act of 1988 (41 U.S.C. 88 701-707)

Requires contractors to make certifications regarding actions they are taking to reduce the
possibility of drug use at the site of the performance of work. The requirements of the act do
not apply to contracts below the simplified lease acquisition threshold.

Prohibitions Against Payments to Influence (31 U.S.C. § 1352)

Requires contractors to certify that funds have not and will not be paid to any person to
influence the award of a Federal contract.

Officials Not to Benefit (41 U.S.C. § 22)
Prohibits any member of Congress from receiving any benefit arising from a Federal contract.

Covenant Against Contingent Fees (41 U.S.C. § 254(a))

Requires that no one other than full-time bona fide employees or established bona fide
agents maintained by the contractor be retained to solicit or obtain a Federal contract. This
requirement is not applicable to contracts below the simplified acquisition threshold for
leasing.

Anti-Kickback Act of 1986 (41 U.S.C. § 51)

Prohibits a contractor from soliciting or receiving kickbacks from subcontractors in return for
subcontract awards. The requirements of this act are not applicable to contracts below the
simplified acquisition threshold for leasing.

Anti-Lobbying (18 U.S.C. § 1913)
Prohibits the use of appropriated funds to lobby Congress.

12
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27.

28.

29.

30.

31

32.

33.

34.

Examination of Records (Public Law 103-355 2251)

Authorizes the head of an agency and the Comptroller General to inspect records of Federal
contractors. This authority is not applicable to contracts below the simplified acquisition
threshold for leasing.

Davis-Bacon Act of 1931 (40 U.S.C. 88 3141-3148)

Provides for payment of prevailing wages to laborers on Federal construction projects. This
act is potentially applicable to lease acquisitions when an offeror proposes to construct a
building or completely reconstruct or rehabilitate an existing building for the predominant use
of the Government.

Contract Work Hours and Safety Standards Act of 1962 (40 U.S.C. §§ 3702-3708)

Imposes 40-hour workweek and time-and-a-half overtime requirements on certain contracts.
This act is potentially applicable to lease acquisitions when an offeror proposes to construct a
building or completely reconstruct or rehabilitate an existing building for the predominant use
of the Government. The act does not apply to contracts below the simplified acquisition
threshold.

Copeland Act of 1934 (18 U.S.C. § 874; 40 U.S.C. § 3145)

Makes it unlawful for a contractor to force a kickback from any person employed in the
construction or repair of a public building or public work. The act also requires contractors
and subcontractors to furnish compliance statements with respect to wages paid to
employees. This act is potentially applicable to lease acquisitions when an offeror proposes
to construct a building or completely reconstruct or rehabilitate an existing building for the
predominant use of the Government.

. The Debt Collection Improvement Act of 1996 (Public Law 104-134, April, 26, 1996)

Requires payments be made by electronic funds transfer.

American Recovery and Reinvestment Act of 2009 (Public Law 111-5, February 17, 2009)

Provides $108 million in funding for the rental of space related to leasing temporary space in
connection with projects funded under the ARRA.

The Energy Policy Act of 2005 (Public Law 109-58, August 8, 2005)

Includes new energy performance standards for Federal buildings and requires sustainable
design principles to be applied to the design and construction of all new and replacement
buildings.

The National Defense Authorization Act for Fiscal Year 2008, Section 844 (Public Law
110-181, January 28, 2008)

Requires the head of an Executive agency to make certain that justification and approval
documents relating to the use of honcompetitive procedures in contracting are available
within 14 days of the contract award on the Web site of an agency and on a governmentwide
Web site.

PBS Leasing Desk Guide 13
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35. Energy Independence and Security Act, 2007) (Public Law 110-140,)

Requires that GSA lease buildings that are energy efficient and promotes the use of
renewable energy systems.

B. Executive Orders

[N

. Executive Order 11246—Equal Employment Opportunity (1965, 30 Federal Register
12319), and Executive Order 11375—Equal Employment Opportunity (1967, 32 Federal
Register 14303)

Prevents Federal contractors from discriminating against any employee or applicant for
employment because of race, color, religion, sex, or national origin.

. Executive Order 11988—Floodplain Management (1977, 42 Federal Register 26951)

Precludes GSA from leasing space in buildings located within floodplains unless there are no
practicable alternatives.

. Executive Order 11990—Protection of Wetlands (1977, 42 Federal Register 26961)

Precludes GSA from leasing space in wetland areas unless there are no practicable
alternatives.

. Executive Order 12072—Federal Space Management (1978, 43 Federal Register 36869)

Requires that first consideration be given to locating Federal facilities in central business
districts within urban areas.

. Executive Order 12699—Seismic Safety of Federal and Federally Assisted or Regulated
New Building Construction (1990, 55 Federal Register 835)

Requires that new buildings constructed for lease to the Government be designed and
constructed in accordance with appropriate seismic design and construction standards.

. Executive Order 12902—Energy Efficiency and Water Conservation at Federal Facilities
(1994, 59 Federal Register 11463)

Requires that appropriate consideration be given to efficient buildings in the leasing process.
Increased Federal energy reduction goals to 30 percent by the year 2005.

. Executive Order 12941—Seismic Safety of Existing Federally Owned or Leased
Buildings (1994, 59 Federal Register 62545)

Adopts standards of the Interagency Committee on Seismic Safety in Construction (ICSSC)
as the minimum level acceptable for use by Federal departments and agencies in assessing
the seismic safety of their owned and leased buildings and in mitigating unacceptable seismic
risks in those buildings.

. Executive Order 13006—Locating Federal Facilities on Historic Properties in Our
Nation’s Central Cities (1996, 61 Federal Register 26071)

Subject to the Rural Development Act and Executive Order 12072, directs Executive
agencies to give first consideration to locating Federal facilities in historic properties within
historic districts when operationally appropriate and economically prudent.

14 PBS Leasing Desk Guide
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9. Executive Order 13423—Strengthening Federal Environmental, Energy, and
Transportation Management (2007, 72 Federal Register 3917)

Includes new energy performance standards for Federal buildings and requires sustainable
design principles to be applied to the design and construction of all new and replacement
buildings.

10. Executive Order 12977—Interagency Security Committee, (1995, 60 Federal Register
54411), as amended by Executive Order 13286—Amendment of Executive Orders, and
Other Actions, in Connection With the Transfer of Certain Functions to the Secretary of
Homeland Security (2003, 68 Federal Register 10619)

Established the Interagency Security Committee to establish policies for security in and
protection of Federal facilities.

11. Executive Order 13327—Federal Real Property Asset Management (2004, 69 Federal
Register 5897)

Requires Federal agencies to report their real property holdings.

C. Regulations

1. General Services Administration Acquisition Regulation (48 CFR Part 570)

Note: The Federal Acquisition Regulation is not applicable to acquisitions of leasehold
interests in real property by the General Services Administration except as provided in Part
570 of the General Services Administration Acquisition Regulations or specific lease
solicitations for offers.

2. Federal Management Regulation (41 CFR Subchapter C, Real Property, Parts 102-71
through 102-85)

3. Comprehensive Procurement Guideline for Products Containing Recovered Materials
(40 CFR Chapter | Part 247)

D. Policies

1. Homeland Security Presidential Directive, HSPD-12
Creates a policy for a common identification standard for Federal employees and contractors.

2. OMB Circular A-11 (Capital Lease Scoring)
Provides the rules for budget scorekeeping for leases.

3. Realty Services Letters

4. Lease Acquisition Circulars

5. Site Acquisition Policy Letters
6. PBS Leasing Desk Guide
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The New or Replacing Lease Process

A new or replacing lease calls into play all aspects of the leasing process, from acquisition
planning to post-award tenant improvements and occupancy.

It is important to understand the three main categories of leases that PBS executes.

e New or replacing leases are defined as leases with new terms and conditions and new
lease contract numbers, applicable for either a new requirement or to replace an existing
expiring lease.

e Succeeding leases are defined as non-competitive (sole-source) lease acquisitions secured
to cover continued occupancy of the current premises at the end of a lease term without a
break in continuous tenancy. . They establish new terms and conditions and have a new
lease contract number. Such a lease would generally be used where acceptable new
locations are not identified, or where acceptable locations are identified but a cost-benefit
analysis indicates that award to an offeror other than the current Lessor will result in
substantial relocation costs or duplication of costs to the Government, and the Government
cannot expect to recover such costs through competition.

e Superseding leases are defined as new leases that replace an existing lease before
expiration. It is procured following non-competitive sole-source procedures. They establish
new terms and conditions and have a new lease contract number. The Government
considers executing a superseding lease to replace an existing lease when the Government
needs numerous or detailed modifications to a space that would cause complications or
substantially change the existing lease, or where better terms are available in a market.

This chapter describes the procedures, techniques, instructions, and guidelines governing the
acquisition of leased space. Readers will gain an understanding of when a new or replacing lease
is advisable or required, as compared to succeeding or superseding leases, extensions,
responses to holdovers, and other lease processes. Note that leases whose value is less than the
simplified lease acquisition threshold (SLAT) may be handled by the simplified process discussed
in Chapter 3. Also note that the process and requirements for handling a lease under the National
Broker Contract (NBC) are briefly discussed in Chapter 16, National Broker Contract Leases.

The space requirements addressed in Chapter 1, Requirements Development, should be
completed or being refined before starting this process.

PBS Leasing Desk Guide 2.V
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Acquisition Planning/Pre-Solicitation Requirements G S,f\

As the diagram below illustrates, the general process for a new or replacing lease involves six
major stages. This chapter discusses each one. It is important to understand that these stages
are simplified labels of convenience for distinct groups of related activities. In actual practice,
these steps are not perfectly separate and linear—it is not uncommon for some activities of one
stage to extend into one or more subsequent stages and to require concurrent effort on several
simultaneous responsibilities. (CTRL+click on a topic title in the diagram to go to that part of this
chapter.)

New or Replacing Lease—Process View

Acquisition Planning/Pre-
Solicitation Requirements

|

Market Survey Process

|

Solicitation Process

N l J
e . . R
Pre-Negotiation/Negotiations
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Award Determination

(. J

|
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to Proceed
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Construction Phase
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Lease Commencement and
Closeout
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G S‘f\ Acquisition Planning/Pre-Solicitation Requirements
1. Overview <&

Part 1. Acquisition Planning/Pre-Solicitation

Requirements
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1. Overview

This part describes the elements of acquisition planning that establish the proper groundwork and
strategy for a lease. It defines acquisition planning and identifies significant components and
steps in the acquisition planning process, including the following:

e Developing the acquisition plan, with consideration for promoting full and open competition,
or preparing justifications for other than full and open competition;

e A preliminary cost estimate;

e Funding issues, such as ascertaining customer funding and budget scoring;
e Preparing a lease prospectus as necessary;

o Verifying Title 10 clearance for leases to the armed services;

e Determining the acquisition approach; and

Managing the lease action in eLease and STAR.

A number of the activities at this stage must proceed concurrently, rather than in a linear
sequence.
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The following illustration shows the major steps in lease acquisition planning and pre-solicitation
preparation. Each step label is linked to the section that discusses the topic.

Acquisition Planning/Pre-Solicitation Process

a . . h e N
Acquisition Planning/Pre- . Develop Acquisition Plan
Solicitation Requirements g
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e Notification and Approval
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Lease Commencement and
Closeout

2. System Requirements

The use of eLease is mandatory for managing all lease actions, including projects resulting in
new leases, projects resulting in a modification to an existing lease, and lease administration
actions.

The eLease system breaks the leasing process down in to the following phases:

1. Requirements

2. Pre-Solicitation
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3. Acquisition

4. Build-out

5. Occupancy
The processes under each phase require you to perform certain tasks in eLease, some of which
require updating STAR. Some of the documents uploaded or scanned in eLease can be a source

of documents in the Rent Bill Management Communication Tool accessible through the PBS
Portal at http://pbsportal.pbs.gsa.gov. See the eLease Phases and Tasks document.

3. Components of Acquisition Planning

a. Acquisition Planning Defined

In general terms, acquisition planning is the process of coordinating the activities of people
involved in acquiring an interest in real estate to make the acquisition timely and cost-effective. It
includes developing the overall strategy for managing the acquisition. It may also address how to
dispose of an asset when it is no longer needed.

Applicable Laws and Regulations

The core components of acquisition planning are defined in the FAR. Though the FAR does not
fully apply to leasing, GSA has adopted several components of the FAR as a matter of policy in
the General Services Acquisition Regulation (GSAR) Part 570,.including the FAR parts related to
Acquisition Planning.

Acquisition Planning for PBS Leasing

In the context of PBS leasing, acquisition planning entails considering what to acquire (the type
and amount of space), how to acquire it (lowest cost or best-value tradeoff), the type of
acquisition (full and open competition or sole source), the type of lease action to employ, and
when the space must be available. Such planning is important for obtaining sufficient suitable
space when the client agency needs it, and at a reasonable economical cost.

Early planning is critical. Acquisition planning activities should begin as soon as a client agency’'s
need is identified, including initial exploration of the agency’s needs and consideration of the most
advantageous acquisition approach.

b. Acquisition Plan Development

All leases, regardless of dollar value, require acquisition planning. Leases over the SLAT link (to
chapter 3 when completed) must have a written acquisition plan approved at the appropriate level
(see table “Thresholds and Approving Officials”). Documents produced during acquisition plan
development must be included in Lease File Tab II-C, “Acquisition Plan,” and, if applicable, Tab
1I-D, “Justification for Other Than Full and Open Competition.”

For leases whose values are less than the SLAT, the region has the flexibility to determine the
level of approval and the format for these acquisition plans.
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An acquisition plan must include at a minimum the elements identified in FAR 7.105, “Contents of
Written Acquisition Plans” (at https://www.acquisition.gov/comp/seven_steps/library/FAR7-
105.pdf), as well as parts 7.106, “Additional requirements for major systems” and 7.107,
Additional parts for acquisitions involving bundling” if applicable. (Where a particular element is
not applicable, state so.).

The following table provides dollar value thresholds and responsible official levels for approving
and waiving written plans.

Thresholds and Approving Officials

Threshold (Including All Options) Approving Official
Below the SLAT defined in GSAM Part 570.102 Lease Contracting Officer
(currently $100,000 average net annual rent)
From SLAT up to and including $5.5 million One level above Lease Contracting Officer
Over $5.5 million up to and including $20 million Contracting Director/Real Estate Director
Over $20 million up to and including $50 million Regional Commissioner or Deputy Regional
Commissioner
Over $50 million Head of Contracting Activity (HCA)
Any dollar value acquisition that is complex, critical to Head of Contracting Activity (HCA)

agency strategic objectives and mission, highly visible,
or politically sensitive

The acquisition plan is not meant to be a progressive document that requires updating for every
change in schedule. However, the plan should be revised and re-approved under the following
circumstances

Note that SLAT thresholds are
e There is a material change in acquisition strategy, Net Annual rents while other
including but not limited to a change from a lowest price thresholds may be aggregate
technically acceptable procurement to a best-value rent over the term.

tradeoff or a significant expansion or contraction of
delineated area.

e There is a change that affects total contract value, and therefore adds additional
concurrences and a higher level of approval. (This would require new approval but not
necessarily a revision to other parts of the plan.)

Acquisition plan template (add link to existing template). To facilitate compliance, a sample
acquisition plan template is included in Appendix C. This template should be used as the basis for
all lease acquisition plans in excess of SLAT, no matter the size or dollar value and tailored to
particular procurements when managing lease projects. The template is not restricted to the
amount of space provided for input on the template, so use as much space as necessary to
clearly explain the decision-making process that went into the formulation of the plan.

The requirement for a written acquisition plan may be waived in cases of unusual and compelling
urgency.! The Regional Commissioners/Assistant Regional Commissioners or a designee can
also waive the requirement if he or she determines the region has a mechanism in place that

! GSA Order OGP 2800.1, Acquisition Planning,
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includes the minimum elements. (The region may determine the type of mechanism.) STAR does
not qualify, as it does not provide the level of detail required.

When the requirement for a written plan is waived, an oral acquisition plan must be prepared and
approved. A written summary of the oral plan must be prepared, including the name of the
approving official and the nature of the urgency involved. The written summary may be prepared
after award.

Full and Open Competition

There are two basic types of acquisitions: full and open, and other than full and open.

“Full and open competition” means that all responsible sources are permitted to compete. The
Leasing Specialist must promote full and open competition in leasing, except under certain
circumstances as outlined under FAR 6.302 in accordance with the Competition in Contracting
Act (CICA) (41 U.S.C.88 251, et seq.). Unless the Lease Contracting Officer uses the SLAT
procedures in Chapter 3 of this desk guide, the requirements for full and open competition stated
in CICA and this chapter apply.

In particular those requirements include:

e Following advertising and publicizing practices necessary to promote competition for the
location, type, and amount of space; and

e Using restrictive provisions or conditions only to the extent necessary to satisfy the client
agency’s needs or as authorized by law.

The critical question for determining whether competitive procedures were used is whether all
offerors were given an opportunity to submit offers—that is, the procurement was known to the
public, and solicitations were available to all interested offerors. Therefore, a procurement may be
considered full and open if adequate public notice and opportunity to express an interest were
given, yet only one potential offeror receives a solicitation and/or only one offer is received, even
if the only offer is from the existing Lessor.

Other Than Full and Open Competition

In accordance with the FAR Part 6, Lease Contracting Officers must not begin negotiations for a
sole source contract, commence negotiations for a contract resulting from an unsolicited proposal,
or award any other contract without providing for full and open competition unless they do all of
the following:

e Justify the use of such actions in writing in accordance with one of the exceptions.
e Certify the accuracy and completeness of the justification.

Obtain the appropriate approvals. Approval levels increase based upon the total lease contract
value, including all renewal options (see FAR 6.304, GSAM 502.1, and GSAM 506.

e These justifications must be published in FedBizOpps within 14 days after lease award.
FedBizOpps website’s Frequently Asked Questions (FAQs) webpage provides guidance on
how to search for documents and upload OTFO documents (which are referred to the
Fedbizopps website as “Justification and Approval” or “J&A”) on the FedBizOpps website.
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e Inthe case of lease awards permitted on the basis of unusual and compelling urgency, GSA
lease contracting officers must publish Justifications for Other than Full and Open
Competition on the Federal Business Opportunities website (www.fedbizopps.gov) within 30
days after lease award.

e GSA lease contracting officers, in consultation with the Regional Counsel’s Office, must
screen all justifications for contractor proprietary data and remove all such data, references,
and citations as are necessary to protect the proprietary data in accordance with the
Freedom of Information Act, before publication. In addition, GSA lease contracting officers
must also be guided by the exemptions to disclosure of information contained in the Freedom
of Information Act (5 U.S.C. 552) and the prohibitions against disclosure in determining
whether other data should be removed.

c. Funding Considerations

These actions should be executed during the Requirements Development phase. Confirming
funds is a critical part of solid project management

Customer Funding: Does the Customer Have Money?

The OA needs to reflect the best estimates we have based on the most realistic market data
available at the time.

Leasing Specialists should understand that this initial estimate must be refined continually during
the project. Whenever Leasing Specialists obtain better benchmark data, the STAR project and
OA need to be updated to reflect this information.

Title 10 Clearance for Armed Services: Does DOD Have Clearance to Spend Money?

This step produces documentation for Lease File Tab I-C, Title 10 Clearance for Armed Services.
Base Realignment and Closure (BRAC) leases are exempt from Title 10 clearance, regardless of
their annual rental amount.

Title 10 USC 2662(e) requires DOD authorizing committees’ prior approval of any general use (or
general purpose) space leased for DOD by GSA at an annual rental in excess of $750,000
(excluding the cost of utilities and other operation and maintenance services). Even if the lease
starts with a net annual rental under $750,000, if rental will cross the threshold through rent
escalation during the term, the lease is still subject to this approval.

Acquiring the Title 10 clearance is a DOD responsibility, not GSA’s. DOD must obtain the Title 10
clearance and provide a copy to GSA for the lease file before the realty professional begins
procurement; however, if the DOD ordering official advises GSA that the clearance request is
before their authorizing committees, GSA can begin the procurement, but the Lease Contracting
Officer cannot award a lease without first receiving the clearance.

Scoring: Is This an Operating or Capital Lease?

This step produces documentation for the Lease File |-G, Scoring Evaluation.
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Every lease action must be evaluated against the budget scoring criteria detailed in Appendix B
of OMB Circular A-11, Criteria and Scoring Ramifications for Operating and Capital Leases. This
evaluation determines whether a lease should be
treated as an operating lease (annual operating
expense) or capital asset lease (capital acquisition) for The 20-Year Limit

bgdget §Corekeep|ng puUrposes. I any one of the GSA is authoritzed to enter into lease
criteria is not met,_the lease risks being scored as a agreements for terms of up to 20 years
capital lease. Capital leases are unacceptable because | in g building (or improvement) which is
they require the Government to budget the entire in existence or being erected (40 U.S.C.
expense of the lease in the first year of the lease term. | 585(a)).

Designated employees in each regional Office of
Portfolio Management, in coordination with the Leasing
Specialists, must perform all scoring evaluations and make the determination that a lease is
either an operating or a capital lease. See Revised Policy on the Determination of Operating
Leases and Lease Scoring http://www.gsa.gov/portal/content/104197 for guidance for
determining an appropriate budget scorekeeping treatment.

d. Prospectus Process/Preparation

This step produces documentation for the Lease File 1I-G, Prospectus/Natification of Approval.

A prospectus is a summary of the proposed lease action that must be approved by Congress. A
lease prospectus is required when an agency’s (or several agencies’) total space requirements
and buildout needs for functional office space will result in a contract with a net annual rent
exceeding the prospectus threshold that applies to the fiscal year of lease award. If a prospectus
is required, you should work with the Regional Office of Portfolio Management to prepare all
required documents. If the base rent components (full service minus operating costs) times the
rentable square feet in the proposed lease equals or exceeds the annual prospectus threshold,
you must submit a prospectus. It is important to understand that, as a matter of policy, an
advertisement for a prospectus level lease cannot be published until OMB has cleared the
prospectus and GSA has submitted the signed prospectus to Congress for Committee
Authorizations. A lease prospectus is also required for any alterations to an existing lease
location that are projected to exceed half of the prospectus threshold that applies to the fiscal
year of lease award.

Net Rent: To determine net rent, take the proposed full service rent (including real estate taxes,
amortized tenant improvements, as well as the costs of any GSA lump sum payments and then
subtract out only the operating expenses paid directly to the Lessor.

Prospectus Threshold: Realty Specialists must consult with the Regional Office of Portfolio
Management for the applicable prospectus threshold as the threshold adjusts annually.

Please refer to Chapter 11 for a further discussion on prospectuses and leases.

e. Determining Source Selection Approach

This step produces documentation for Lease File Tab II-L, Source Selection Plan (Signed) and
Related Correspondence.

The first decision is whether the award will be based only on price (lowest price technically
acceptable—LPTA), or whether price will be one of several factors that GSA has discretion to
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balance (best-value tradeoff). Discussions with client agencies will help determine the most
advantageous source selection approach.

If this is a best-value tradeoff award, the Lease Contracting Officer in consultation with the client
agency, must determine what technical award factors will be used and their relative
ranking/weights (past performance must be one of the factors, in addition to price). The Leasing
Specialist must work with the customer to determine the award factors that best support the
acquisition strategy. Further, the Lease Contracting Officer must determine the relative
importance of the overall technical proposal to price (e.g., substantially greater than,
approximately equal to, or substantially less than).

The source selection plan may be a simple, abbreviated plan for a go/no-go decision to award the
lease to the offeror with the LPTA offer; or it may be a more thoroughly documented plan to follow
a best-value tradeoff process, if it is in the best interest of the Government to consider awarding
the lease to an offeror other than the lowest priced offer or other than the highest technically rated
offer.

See Chapter 13 on source selection, as well as FAR 15.101.1 and 15.101.2 under “Subpart

15.1—Source Selection Processes and Techniques,” at
http://www.arnet.gov/far/current/html/Subpart%2015_1.html#wp1095850.

f. Schedules

The schedule is a critical component of the acquisition plan and should reflect the 15 PBS
milestones described in this desk guide’s introduction.

http://pbsportal.pbs.gsa.gov:777/pls/portal/PORTAL.home

The Acquisition Planning Wizard (APW) is available to assist in the preparation of highly complex
or involved acquisition plans.

g. Required Notification

After discussions and appropriate plan of action has been agreed upon, an acquisition plan will
be written by the Leasing Specialist and approved at the appropriate level as shown in the table
of threshold approval officials.

The planner or Lease Contracting Officer must submit the written plan or the summary of an oral
plan electronically to the Office of Acquisition Policy—Office of Governmentwide Policy within 7
days of approval (acquisitionplans@gsa.gov). Acquisition Policy does not approve the plan.
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1. Overview

Part 2 reviews the key steps in the market survey process. As the illustration below indicates, this
process begins with reviewing the policies that set priorities for locating Government offices and
ultimately produces all properties to be solicited. These properties will eventually receive an SFO.
This entire process is documented in a Market Survey Report. Each step label is linked to the
section that discusses the topic.

PBS Leasing Desk Guide 2.2-1
This page last revised: 9/30/2010



CHAPTER 2: New or Replacing Lease

Market Survey Process G S A\
% 2. Importance of a Market Survey

Market Survey Process

e B\
Acquisition Planning/Pre-
Solicitation Requirements /Prepare for market survey: \
\ J *Define delineated area
l *Review location policies

4 \_,—' *Notify city officials
Market Survey Process «|dentify potential sources

*Evaluate potential sources

(. J k j

ici 1 \ 4
Solicitation Process 3 p ~

Conduct market survey

N Y,
l N Y,
e — — B
Pre-Negotiation/Negotiations !
Process s A
L ) Prepare market survey report
e l . N N Y,
Award Determination
( . e . \
AN l J Post-survey notification
Design, Tl Negotiations, and Notice A8 J
to Proceed
N\ l Y,
e _ B
Construction Phase
N\ l Y,
e B
Lease Commencement and
Closeout
N\ Y,

2. Importance of a Market Survey

Understanding the market involves both general market research and formal market surveys.

Market research is any methodical effort to gather information about the market or customers, in
order to gain insight or improve business decisions. It may involve consulting commercial
databases, real estate brokers, and other sources of expertise. It may or may not involve directly
contacting commercial Lessors. Market research generates useful information for setting
negotiation objectives by helping to identify ranges of fair and reasonable costs for the type of
space desired. See “Market Knowledge” in the discussion of negotiations.

The term “market survey” refers the process of gathering information about and visiting specific
properties in the market to determine whether suitable property is competitively available and how
to satisfy the lease requirement in the most competitive manner. Market surveys must not be
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used to target a single specific property to lease. The characteristics of each building inspected
for a market survey must be documented on Form 2991, Lease Market Survey for Existing
Building, or for Simplified leases, see Chapter 3, Simplified Lease.

The background information developed in a comprehensive market survey will lay the foundation
for a successful procurement. It will help you thoroughly understand what kind of space is
available in the market area and how much it costs. In turn, this information will give you a solid
basis for lease negotiations.

Ranges of market rental rates based on information obtained during the survey or from other
available sources are used to develop the estimated rental range, fair market values, and
negotiation objectives.

GSAM 570.301 requires that one or more market surveys be conducted to identify potential
locations capable of meeting a space requirement for the Government, with the results of the
surveys documented in a manner appropriate to the size and complexity of the acquisition.

The survey should be conducted in person and should reveal rental costs typical of the area as
well as cost comparisons for major or similar buildings at various floor levels.

The Leasing Specialist is responsible for directing and overseeing market surveys. The outcome

of the market survey process is list of buildings that meet the general requirements of the SFO.
This is a critical step in the leasing process.

3. Prepare for Market Survey

a. General Preparation

Leasing Specialists may collect market survey information on the availability of space from
multiple sources, such as responses to FedBizOpps and newspaper advertisements, circulars,
and commercial on-line listings; consultation with brokers, realtors, building owners, and other
Government officials; the local economic development authority (EDA); Chamber of Commerce;
regional listing files; and independent observation of buildings by GSA Leasing Specialists and
the local client agency.

If expressions of interest in response to the FedBizOpps advertisement number less than two (2),
Lease Contracting Officers must concentrate on finding space from the sources listed above. In
the event that adequate competition is not identified, the Leasing Specialists must work with the
client agency to expand or revise the delineated area where possible (or document the file as to
why expanding or revising the delineated area is not possible), then proceed to re-survey the
market as appropriate.

All locations that are offered in response to advertising and that meet the minimum requirements
regarding delineated area, quality and availability must be surveyed.

The Leasing Specialist should schedule appointments for walkthroughs of each of the potential
offerors’ spaces. Regardless of the square footage required, the Leasing Specialist should allow
time for doing further canvassing of the delineated area to determine whether other potential
buildings are available that could satisfy the agency needs in addition to those already identified
by local brokers or Lessors.
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b. Defining the Delineated Area

This step produces documentation for Lease File Tab I-E, Justification of Delineated Area.

The delineated area is defined by the specific interconnecting boundaries within which space will
be obtained to satisfy an agency space requirement. The Leasing Specialist should develop the
delineated area during the requirements development process (See Chapter 1). The requiring
agency identifies the delineated area based on its mission needs. GSA approves this based on
location policy, with consideration of CICA. Avoid vague boundaries, such as a radius expressed
in miles or blocks. Buildings which face and/or have street addresses on the boundary streets are
deemed to be within the delineated area.

CICA requires that an agency “specify its needs and solicit bids or proposals in a manner
designed to achieve full and open competition for the procurement” (41 U.S.C. § 253a(a)(1)(A)). It
also requires that agency solicitations “include restrictive provisions or conditions only to the
extent necessary to satisfy the needs of the executive agency or as authorized by law” (41 U.S.C.
§253a(a)(2)(B)). The following regulations, policies, and factors affect agencies’ delineated area:

1. FMR Part 102-83—Location of Space,
http://www.gsa.gov/Portal/gsa/ep/channelView.do?pageTypeld=17113&channelld=-
24559&specialContentType=FMR&file=FMR/FMRTOC102-_83.html#wp436256

2. Rural Development Act
3. Executive Order 12072
4. Other Considerations
a. Congressional Districts
b. Available Space
c. Agency requirements Floodplains

Historic Circumstances Requiring Justifications

If the client agency seeks space in an urban location, it must provide a written justification if the
delineated area is not fully encompassed within the boundaries of the central business area, also
sometimes called the central business district (CBD) or central enterprise area (CEA).

Agency Justifications

Agencies bear a heavy burden in justifying a location outside a central business area. Accordingly,
the agency’s written justification must set forth facts and considerations sufficient to demonstrate
that first consideration has been given to the central business area and support the determination
that the agency program functions cannot be efficiently performed within that area. Specifically,
justifications must address, at a minimum, “the efficient performance of the missions and
programs of the agencies, the nature and function of the facilities involved, the convenience of

the public served, and the maintenance and improvement of safe and healthful working

conditions for employees” (Executive Order 12072, Federal Space Management).

The sufficiency of some justifications will be readily apparent—for example, with a Federal
Aviation Administration request for a location at an airport that is outside a central business area.
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Justifications are insufficient if they are based on executive or personnel preferences or other
matters that do not have a material and significant effect on the efficient performance of agency
program functions.

Requesting agencies must comply with all requirements of Executive Order 12072 before
submitting their request for space in urban areas. Agency justifications must be submitted to and
reviewed by GSA. As the procuring agency, GSA must approve the final delineated areas and
conduct all acquisitions in accordance with Executive Order 12072 and other applicable laws and
regulations.

The potential for disagreements over the delineated area may be minimized by advising agencies
beforehand about the requirements of Executive Order 12072. When disagreements arise, they
should be resolved early in the requirements development process at the lowest possible GSA
management level.

During the review process, GSA will proceed with requirements development and other activities
related to the requesting agency’s space request.

c. Location Policy Considerations

This step produces justification documentation for Lease File Tab I-E.1, Rural Development Act
(RDA).

Policy considerations governing the space location, as discussed below, should already have
been addressed initially during requirements development. The mission needs of the client
agency are the primary factors that determine whether a particular location can fulfill the agency’s
space requirements.

If a new lease delineated area crosses over congressional districts, regional managers
(congressional liaison staff) may want to contact the impacted congressional district
representatives.

Process Summary

The following chart illustrates the process for determining RDA and central business area priority
approval.
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Rural Development Act

The Rural Development Act (RDA) of 1972 (7 U.S.C. 2204b-1) and implemented in FMR 102-83
directs Federal agencies to give first priority to locating new offices and other Federal facilities in
rural areas. Client agencies must affirm that they have given first priority to locating in a rural area.
If rural locations do not support their mission requirements, then GSA must give proper
consideration to the type of urban location as further explained below.

Rural Area Priority

As provided in 7 U.S.C. 1991(a) (13) (A), a rural area is defined as: (a) a city, town, or
unincorporated area of 50,000 inhabitants or less, and (b) an urbanized area immediately
adjacent to a city, town, or unincorporated area with a population greater than 50,000 inhabitants.

FMR §102-83.60 defines “urbanized area” as follows:
“An urbanized area is a statistical geographic area defined by the Census Bureau,
consisting of a central place(s) and adjacent densely settled territory that together contain
at least 50,000 people, generally with an overall population density of at least 1,000
people per square mile.”

If the agency'’s delineated area encompasses a rural area as defined above, no further
documentation is needed.

Urban Location Statement

The written statement from the requesting agency affirming that first priority has been given to
rural areas and that an urban location is required should include the requesting agency’s name,
identify the geographic area (city or town), and identify the space requirement. The statement
may be provided in the form of a letter, facsimile, or e-mail. It must be signed by—or in the case
of an e-mail, addressed from—an authorized ordering official. The statement will serve as a
record for the file.

The Rural Development Act does not override agency mission requirements, nor does it conflict
with Executive Order 12072, which applies only after an agency has decided to locate in an urban
(non-rural) area. When an agency’s mission requires an urban location, Executive Order 12072
dictates that first consideration be given to a central business area within the urban location.

This statement is required for all lease acquisitions, and a copy of the statement must be retained
in the lease file.

Urban Locations—Executive Order 12072

First Consideration to Central Business Area

In its leasing activities, GSA must manage Federal space to conserve existing urban resources
and encourage the development and redevelopment of cities. Toward that end, Executive Order
12072 requires that “the process for meeting Federal space needs in urban areas must give first
consideration to a centralized community business area and adjacent areas of similar character,
including other specific areas that may be recommended by local officials.”

“First consideration” means that when existing Government-owned or -controlled space is
unavailable, an agency request for space in an urban area must be satisfied within the applicable
central business area, unless the requesting agency provides GSA with a written justification
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explaining why the agency program functions involved cannot be efficiently performed within the
central business area. This requirement affects all space requests, including those for expiring
leases. In instances where there is inadequate competition, after consultation with local officials,
delineated areas may be expanded beyond central business areas.

Circumstances Requiring Justification To Be Outside the CBA

If the client agency seeks space in an urban location, it must provide a justification if the
delineated area is not fully encompassed within the boundaries of the central business area.

Historic Properties Check

This step produces documentation for Lease File Tab II-E, Historic Properties Check.

GSA provides both first consideration for historic properties and a requirement that certain
procedures be followed regarding new construction, repairs, and alterations to historic properties.

To comply with ADM 1020.2 Procedures for Historic Properties, check the National Register of
Historic Places (www.nationalhistoricregister.com) to determine whether historic properties exist
within the delineated area and whether there is a need to provide the price preferences of the
GSAR clause 552.270-2, Historic Preference. This is a useful starting point, but even properties
that are not registered may be subject to the special requirements enumerated in the HISTORIC
PREFERENCE clause of the SFO, so the leasing specialist may also need to consult the GSA
Regional Historic Preservation Officer (RHPO).

Historic property means any prehistoric or historic district, site, building, structure, or object
included in, or eligible for inclusion in, the National Register of Historic Places maintained by the
Secretary of the Interior (36 CFR 800.16(1)(1), as cited in the SFO). Offerors may demonstrate
that a property not listed in the National Register is nonetheless eligible for inclusion by
submitting either of the following.

1) A letter of opinion signed by the State Historic Preservation Officer (SHPO) stating
that the property appears to meet the National Register criteria;
a. 36 CFR 60 requires the SHPO to issue a response within sixty days of
receiving a properly documented Request for Nomination application.

2) A copy of the National Register Announcement listing the property address with the
notation “cover documentation accepted,” or “listed.”
a. The National Register produces a weekly Announcement listing all properties
for which a formal nomination was received, and those approved and listed.

Executive Order 13006, Locating Federal Facilities on Historic Properties in Our Nation’s Central
Cities, requires the Federal Government to “utilize and maintain, wherever operationally
appropriate and economically prudent, historic properties and districts, especially those located in
our central business areas.” This requirement does not apply to acquisitions for space in rural
areas identified under the requirements of the Rural Development Act.

The National Historic Preservation Act (NHPA) does not similarly distinguish between historic
properties in urban and rural areas. As described in the SFO paragraph, new construction,
alterations, and repairs to historic properties must follow strict guidelines, in order to comply with
NHPA.
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The Archeological Resources Protection Act (ARPA) applies to both historic properties and those
sites which may be eligible for inclusion in the National Registry of Historic Places. This means
that even sites not listed in the Registry, and sites that have not been considered for inclusion,
may still be protected by ARPA.

d. Notification to City Official

This step produces documentation for Lease File
Tab I-D, Natification to City Official.

In accordance with Executive Order 12072, GSA How to find the_ appropriate
personnel must consult with “appropriate Federal, officials

State, regional, and local (City) Government officials In most regions, asset managers
and consider their recommendations for and (Portfolio) can help you identify the
objections to a proposed site selection or space appropriate local officials to notify.

acquisition.” For leases, this typically applies only to
local officials. State or regional officials may be
consulted as determined appropriate by the Lease Contracting Officer.

This consultation requirement applies to agencies looking for space in urban areas. If the space
requirement can be met in a rural area, consultation with local officials is not required. Urban area
is defined in FMR Part 102-83—Location of Space, www.gsa.gov/federalmanagementregulation.

The Leasing Specialist must consult with officials by providing them with written notice, affording
them a proper opportunity to respond, and considering all recommendations for and objections to
the proposed space action. This consultation is part of requirements development and must be
initiated early. A letter to the mayor, city council, or city planning board, as appropriate in the
locality, is usually needed to meet this requirement and document the consultation.

The consultation must also verify the central business area boundaries. If there is any doubt as to
the geographic boundaries of the central business area and areas of similar character in a
community, the appropriate decisional official or body (such as the mayor or city council) in the
local Government must be consulted.

e. Advertising and ldentification of Potential Competition
Sources

This step produces documentation for Lease File Tab II-H, Copy of Advertisement or FedBizOpps
Printout.
Thresholds

If a proposed lease is estimated to exceed 10,000
ABOA square feet, then the Lease Contracting Officer Threshold Options
must publicize the proposed acquisition in FedBizOpps.

The statutory threshold for advertising is

o . $25,000 total contract value, but the
For leasehold acquisitions where the solicitation Small Business Administration and the

requires the construction of a new building on a Office of Federal Procurement Policy
preselected site, the contracting officer, in accordance have approved a threshold of 10,000 SF
with the timeframes established in FAR 5.203, must for leases.

publicize the proposed acquisition in FedBizOpps.gov
regardless of size or value.
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However, the Lease Contracting Officer may publicize proposed lease acquisitions of any dollar
value or square footage in FedBizOpps or local newspapers if, in the opinion of the Lease
Contracting Officer, doing so may promote competition.

FedBizOpps Template

Lease advertisements must be consistent to facilitate industry understanding of our requirements.
Therefore, a standardized FBO advertisement is attached at the end of this chapter. The
document can be completed, and then text can be copied and pasted directly into the text field of
FBO to summarize all of the Government’s requirements.

Publicizing/Advertising Time

FedBizOpps postings should allow a reasonable time for the market to become aware of, and
respond to, the Government’s need for space (at least 20 days between initial posting and when
responses are due). The existing Lessor should be notified about this advertisement because
Lessors do not often check FedBizOpps regarding their properties.

If advertising for a SLAT procurement (see Chapter 3), consider the individual acquisition and
establish a reasonable response time.

In cases of unusual and compelling urgency (see Chapter 12 on emergency leasing), provide as
much time as reasonably possible under the circumstances and document the urgency of the
situation in the contract file.

If the delineated area, square footage, or major building features change after the initial
advertisement, you must re-advertise.

f. Evaluating and Recording Potential Sources

This step produces documentation for Lease File Tab II-l, Responses to Advertisement.

Leasing Specialists must document the responses to the advertisement in the lease file. The
responses will provide a general sense of the market. They will cast light on whether the
respondents meet the basic requirements, in terms of the delineated area, required square
footage, and other requirements. The responses will also help establish whether the market has
the capability to support the lease need.

Other Sources

In addition to identifying prospective sites from advertising responses, the Leasing Specialist
should check market information available in electronic databases, such as Loopnet (at
http://www.loopnet.com/) and CoStar Realty Information, Inc. (at http://www.costar.com/). Other
valuable sources are economic development commissions or other similar community
organizations, as well as real estate brokers.

Each expression of interest should be identified by name, contact information, and date of contact.

Once all respondents and prospective locations are identified, the Leasing Specialist or Lease
Contracting Officer should determine which buildings will be surveyed based on the delineated
area and other minimum requirements of the SFO like availability and square footage. Doing this
step now will minimize time wasted during the subsequent building tour.
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Floodplain Check

This step produces documentation for Lease File Tab II-F, Floodplain Check.

Executive Order 11988, “Floodplain Management,” directs GSA, and other agencies, to avoid
leasing space in buildings located within floodplains unless it is determined that there is no
practicable alternative. Where there is no practicable alternative to a site in a floodplain, a specific
8 step process must be followed to comply with the Executive order. The Regional Administrator
makes the determination that no practical alternative exists. Close coordination with the
Environmental staff is required in any case that might involve a floodplain or wetland. Refer to the
Floodplain Management Desk Guide,
http://pbsportal.pbs.gsa.gov:7777/pls/portal/docs/page/PL/Documents/PL/library/Floodplain_Man
agement_Desk_Guide.pdf and ADM 1095.6, Considerations of Floodplains in Decision Making.
http://internotes.gsa.gov/Insite/gsad.nsf/wp_InsiteDirectivesDisplay/SBO5E2374C8179DE85256C
D7004A2A0B?0OpenDocument

The Leasing Specialist must identify potential floodplain and wetland impacts for projects, identify
alternatives that avoid the floodplain and wetland, and coordinate compliance with the National
Environmental Policy Act (NEPA) process.

If space is leased for a “critical” Government function such as records storage, medical facilities,
or others listed in the Floodplain Management Desk Guide, the Leasing Specialist should consult
that guide for instructions.

Floodplains

A survey may be necessary to identify the floodplain boundaries. For more detailed information
on compliance with the Executive order, refer to the Floodplain Management Desk Guide.

Sources for floodplain maps include:
e Web maps from FEMA (free)—Available at http://www.hazard.fema.gov
e Adobe pdf maps from FEMA (free)—Auvailable at http://msc.fema.gov

e Floodinsights—Auvailable at www.floodinsights.com; requires an account and a fee. Provides
the zone, FEMA map panel number, and a small map with the site indicated.

Regional NEPA coordinators are also available to assist in determining whether sites are in
floodplains.

Wetlands

Executive Order 11990, “Protection Of Wetlands, directs GSA and other agencies, to minimize
the destruction, loss or degradation of wetlands. avoid leasing actions that could result in the
discharge into a wetland.” Wetlands are areas that are inundated by surface or groundwater with
a frequency sufficient to support, and under normal circumstances do or would support, a
prevalence of vegetative or aquatic life that requires saturated or seasonally saturated soil
conditions for growth and reproduction. Wetlands generally include swamps, marshes, bogs, and
similar areas such as sloughs, potholes, wet meadows, river outflows, mud flats, and natural
ponds. Wetlands are often associated with floodplains, but may also occur in other situations. For
instance, a wetland may be formed and maintained by a high water table in areas with shallow
depressions in the topography. Wetlands may be identified from maps in the U.S. Fish & Wildlife
Service’s National Wetlands Inventory (www.nwi.fws.gov/) or by contracting for a survey. For
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more detailed information on compliance, see Executive Order 11990, the PBS Wetlands Impact
Management Desk Guide and ADM 1095.5, Consideration of Wetlands in Decision Making.
http://internotes.gsa.gov/Insite/gsad.nsf/wp_InsiteDirectivesDisplay/E677CD3744D7AF4485256A
AEQ04E72D6?0penDocument When both Executive Orders 11988 and 11990 would apply—for
example, if an action overlaps floodplains and wetlands, such as in coastal areas where most
wetlands are located in floodplains—both orders should be followed, but the more detailed
floodplains order takes precedence if there appears to be any conflict or question about execution
of the orders. The PBS Wetlands Impact Management Desk Guide also provides additional
guidance in this area
http://pbsportal.pbs.gsa.gov:7777/pls/portal/docs/page/PL/Documents/PL/library/PBS_Wetlands_|
mpact_Management_Desk_Guide.pdf

Environmental Check

This step produces documentation for Lease File Tab II-K, Categorical Exclusion Checklist.

The National Environmental Policy Act (NEPA) requires an assessment of the environmental
impact of every proposed Federal action that could affect the environment.

The Leasing Specialist must initiate conversations with the Regional Environmental
Advisor/Officer for the NEPA evaluation early in the leasing process, before the opportunity to
consider alternatives has been overtaken by the urgency of the lease requirement. Most GSA
leases either acquire space in an existing building which does not change the type or intensity of
use, or are lease extensions, renewals, and succeeding leases. These are categorically excluded
from a formal NEPA assessment. They will be considered either an “automatic” CATEX, meaning
a type of action that experience has shown never poses a significant impact on the quality of the
human environment; or a “checklist” CATEX, meaning a type of action that requires completion of
a checklist to ascertain that extraordinary circumstances do not exist.

The Council on Environmental Quality guidelines, at 40 CFR 1508.4, support a categorical
exclusion for most leases. The guidelines define a categorical exclusion to encompass actions
that “do not individually or cumulatively have a significant effect on the human environment and
which have been found to have no such effect in procedures adopted by a Federal agency ... and
for which, therefore, neither an Environmental Assessment nor an Environmental Impact
Statement is required.”

The environmental impact review is addressed in greater detail in Chapter 18 of this desk guide.
Leasing Specialists should also familiarize themselves with the PBS NEPA Deskguide
http://pbsportal.pbs.gsa.gov:7777/pls/portal/docs/page/PL/Documents/PL/library/NEPA_DeskGui
de_1.pdfand consult their regional NEPA officers for assistance and more complete direction.

The Lease Contracting Officer must document this CATEX checklist step in the lease file as early

as possible in the lease acquisition process. However, no documentation is required for leases in
which an automatic CATEX applies.

4. Conducting the Market Survey

As part of the market survey process, the Leasing Specialist or broker contractor should
physically inspect each property as appropriate (building and/or site) to determine whether it can
meet the requirements of the SFO.
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The Leasing Specialist or broker contractor will arrange for the physical market survey. This
involves, among other things, identifying the actual sites to be toured; establishing schedules and
agendas; determining who will participate; and conducting preparatory discussions with client
agencies to set expectations for the survey (size of group, who is conducting the survey, roles
and responsibilities, and so on).

The current Lessor must be notified of the acquisition, even if the current location is incapable of
meeting the current minimum requirements (for example, the agency has outgrown the space and
not enough expansion space exists, or agency mission requirements have changed).

The characteristics of each building inspected for a market survey must be documented on Form
2991, Lease Market Survey for Existing Building, or for SLAT leases GSA Form 3627, Market
Survey. If touring sites, bring a land survey form. The land market survey is required for all new
lease construction projects and new construction proposed by the market in response to the
advertisement.

The template for a market survey itinerary can be found in Appendix C.

a. Survey Participants

Who Should Participate?

The Leasing Specialist or broker contractor should invite all relevant parties to attend. Leasing
Specialists should always physically participate in the market survey, regardless of whether the
acquisition will be conducted by our broker contractor.

Representatives of the client agency must attend the

physical inspection phase of the market survey. This Send Out Forms
representative should be authorized to commit the Before Site Survey
agency by signing the completed market survey forms. It is appropriate to send the market

survey form for completion to all potential
The GSA Property Manager or representative and the offerors before the actual physical site

Federal Protective Service must be invited to survey. Potential offerors are not _
participate at their option. required to return the form or complete it

in its entirety.

Other potential invitees include space planners,
engineers (including fire protection engineers), and
architects.

The LS/LCO or Broker Contractor shall physically inspect each property as appropriate (building
and/or site) to determine if it can meet the requirements of the SFO, and shall invite all relevant
parties to attend, including, the tenant agency representatives, facilities management and
services representative, and a representative of the Federal Protective Service.

Preserving Procurement Integrity

Procurement regulations prohibit divulging acquisition information to a potential offeror that is not
provided to all potential offerors at the same time. During a market survey, only the potential that
the specific offeror’s property could meet the requirements of the SFO may be discussed with the
property owner or representative. Discussions with property owners or their representatives may
not include information about other properties being surveyed or any other aspect of the
procurement. Prior to conducting the survey, the Leasing Specialist or broker contractor
conducting the survey should remind all participants of these requirements for procurement
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integrity and obtain signed non-disclosure forms. Note also that the number or identity of offerors
participating in the procurement may not be disclosed at any time before award without
consultation with the Office of Regional Counsel.

b. What to Look For and Ask About

The survey should examine the individual locations in terms of their potential to meet general
requirements that are common to all lease acquisitions, as well as those that are unique to the
client agency.

In conducting a market survey, the Leasing Specialist should not focus too heavily on the details
of the interior finishes, as these can be easily changed. Instead, take note of the more permanent
features of the building, such as systems, building core, floorplate, and accessibility.

The Leasing Specialist should fill out the appropriate market survey form in its entirety, capturing
information such as:

e Amount of available space and floor location;

e Confirmation that the site is within the delineated area;

e Accessibility for the disabled or handicapped (entrances, toilet rooms, drinking fountains, etc.);
e Fire and life safety requirements (sprinklers, means of egress, etc.);

e Proximity to public transportation, parking, and amenities; and

e Asking rental rate information.

e For locations that do not conform to the requirements, the Leasing Specialist must also
ascertain whether the owner is willing and able to correct the deficiency and bring the location
into compliance.

For each property toured, the Leasing Specialist determines whether the building meets (or can
be altered to meet) the minimum requirements of the client agency. If the building does not and
cannot meet minimum requirements, the survey form must adequately document the reasons.

Client Agency Concurrence

It is crucial that GSA obtain agency concurrence on the market survey. This concurrence can be
documented on the survey form itself, on the market survey report, or in separate
correspondence. If the customer disagrees with the Lease Contracting Officer’s preliminary
decisions regarding whether a property generally meets the requirements of the agency, the CO
and the agency representative must negotiate some agreement ... Proceeding without
agreement puts the procurement at risk should the agency reject the offer of space at the
conclusion of negotiations.
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5. Market Survey Report Requirements

This step produces documentation for Lease File Tab II-J, Market Survey, Market Survey Report,
and Agency Concurrence.

The market survey report is required to be completed and filed for all procurements. If it is an
NBC project, the broker is responsible for completing both Form 2991
(http://www.gsa.gov/Portal/gsa/ep/formslibrary.do?viewType=DETAIL&formld=3564B2F44EC786

43862572EDO0O3FCC86) and the market survey report.The Leasing Specialist must write a
detailed market survey report, including phone survey resultsthat address the following areas:

a. Description of project

e State details of the project, such as:
e Type of action (new or new/replacing, etc.);
e Agency; and

e Delineated area (including a map showing the building location).

b. Authority
State GSA's authority to enter into leases on behalf of the Federal Government: 40 U.S.C § 585.

c. Background

¢ Include current lease information, if applicable.
o Contract number, square footage, expiration date, etc.

o |dentify steps taken to identify sources (where/when advertisement ran and/or how many
brokers were contacted, etc.).

e State the date that the agency requirement was received.

e Reference unique requirements or go/no-go issues (such as column spacing—minimum or
maximum, setbacks, public transportation, specific floor requirement).

d. Market Survey

e Include general information about the survey.
e List the attendees (with appropriate titles), the date, and the number of buildings.

e Name buildings that gave us an expression of interest but were not included on the
market .survey and discuss the reason.

e For each building/site toured indicate:

PBS Leasing Desk Guide 2.2-15
This page last revised: 9/30/2010


http://www.gsa.gov/Portal/gsa/ep/formslibrary.do?viewType=DETAIL&formId=3564B2F44EC786

CHAPTER 2: New or Replacing Lease

Market Survey Process G S AN
% 6. Post-Survey Response to Those Who May not Meet the Requirements

o Agent or owner information.
o Name, title, company name, address, phone number.
o Estimated rental rate and operating cost information.
o Information in the description of each building:
Available square footage and floors
Building age and condition
Fire safety features (sprinklers, exits)
Accessibility compliance
Application of special requirements.

¢ Indicate whether the land market survey form was used. Include photographs of each
property.

e. Conclusion/Summary

o |dentify the buildings that generally meet the requirements of the agency and those that do
not appear to meet the requirements. A summary table of buildings toured is helpful.

o |dentify full service (gross) asking rents in comparable, surrounding buildings, if known.
¢ Include other available market data.

¢ Include a chart if desired.

e Assess the level of expected competition.

e Assess the viability of offerors (do we mean offers?)

Include construction schedule, if building is under construction.

f. Prepared By and Approved By

Include a line at the end of the market survey for the signature of the Leasing Specialist and/or
Lease Contracting Officer.

6. Post-Survey Response to Those Who May not
Meet the Requirements

A letter or email must be sent to prospective offerors after the market survey to address
expressions of interest when we determine that the property does not or may not be capable of
meeting the requirements of the agency. The letter should address, at a minimum, areas where
the building owner agrees that they are incapable of meeting SFO minimum requirements, and
other areas identified during the market survey that do not appear to meet or be capable of
meeting the requirements. Regardless of the CO’s determination, anyone who requests an SFO
must be provided a copy of the SFO and allowed to submit an offer. If an offer is received that
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does not meet a stated minimum requirement, it may be determined to be technically
unacceptable and eliminated from the competition. (GSAM 570.3)

PBS Leasing Desk Guide 2.2-17
This page last revised: 9/30/2010






CHAPTER 2: New or Replacing Lease

A o
G Sp\ Solicitation Process
1. Overview <:9

Part 3: Solicitation Process

L OVBIVIBW ettt ettt ettt ekttt e ekttt e oo a ket e e oo st b et e e eab b e et e e bbbt e e s nbt e e e e e nbbe e annneae s 2.3-1
2. How to Build the Solicitation for Offers ... 2.3-3
A TYPES OF SFOS ...ttt e s e e e e bt e e s e et e e e e nbre e e e 2.3-3
b. Compiling the SFO BOIlEIPIALE...........eiiiiieiiie e 2.3-5
C. ProCuremMent SUMMAIY ........oueiiiiiiiiiiiiiieeie et e s e e e e e e s e eee s 2.3-5
d. Attachments to the SFO—Selection of FOIMS .........ccvviiiiiiiiiiiie e 2.3-5
e. SFO Review and ApProval DY AGQENCY .......ooi it 2.3-7
3. SFO DiStribULION ..o 2.3-7
4. AMENAING the SFO ...ttt e et e e e e e e abbbe e e e e e e e e s 2.3-8

1. Overview

A Solicitation for Offers (SFO) is a document used to invite the submission of offers for a lease
acquisition. It is commonly referred to as a request for proposals. The term “Solicitation for Offers”
for leasing means a request for proposals. The SFO describes the Government’s requirements
and performance criteria against which a Lessor is expected to perform, as well as the evaluation
criteria that the Government will use to evaluate offers. It is critical that the acquisition plan is
finalized at this stage before the SFO is prepared.

The Leasing Specialist or broker contractor develops the SFO package tailored to the
requirements of each particular solicitation using the appropriate forms and paragraphs required
by GSA policy as implemented in the SFO template and eLease. After obtaining agency
concurrence, the Leasing Specialist or broker contractor sends it to all prospective offerors
identified on the market survey and any other party that requests a copy.

The SFO forms the basis of the entire process of lease negotiation and is the foundation of the
lease. It defines for the market the Government’s minimum requirements, so that the Government
gets the correct type, quantity, and quality of space and services. It also includes offer forms and
solicitation provisions and clauses that are required for government contracts. The SFO helps
protect the Government's interests during the term of the lease.

GSA uses a solicitation format, including a procurement summary, that is sufficiently flexible to
meet varying lease requirements and to promote the maximum possible competition in the space
market. The SFO consists of sets of requirements for the space, together known as the
requirements package. The requirements package is the primary vehicle for developing and
communicating space standards.

A current version of the SFO and required forms are included in Appendix C. The SFO templates
also include “instructions” which appear in nonprinting blue text. The most current version of the
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SFO and related documents can also be accessed in eLease at http://pbsportal.pbs.gsa.gov or
downloaded from the GSA Forms Library online at
http://www.gsa.gov/Portal/gsa/ep/formsWelcome.do?pageTypeld=8199&channelPage=/ep/chann
el/gsaOverview.jsp&channelld=-25201.

The type of space your client agency needs will drive critical decisions in the SFO process. The
following space types are examples that will result in different SFO documents:

o Offices
e Storage/warehouses
e Parking

e Unique sites such as airports, TSA hangars, border stations, and vacant land; or space for
agencies with unique requirements, such as FEMA, TSA, and others

Once the SFO is prepared, the Leasing Specialist or broker contractor sends a draft to the client
agency for review and approval. The draft SFO and agency comments are then submitted to the
Leasing Specialist. If necessary, the Leasing Specialist or broker contractor (see Chapter 16)
updates the SFO with agency and Leasing Specialist comments and resubmits it to the Lease
Contracting Officer for review and approval.

Once the Contracting Officer approves the SFO, the

Leasing Specialist iss_ues it. The date for receipt of Establishing the Offer Due Date
offers must comply with GSAM Part 570
requirements. Except in special circumstances such as

simplified acquisitions or emergency
leases, the Leasing Specialist must
provide offerors no less than 20 calendar
days between issuing the solicitation and
the deadline for receiving initial offers.

In some circumstances an SFO amendment may
need to be prepared, if requirements change.

The following illustration shows the steps in the
solicitation process. Each step below is linked to the
section that discusses the topic.
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2. How to Build the Solicitation for Offers

The SFO templates in eLease (add link to PBS Portal) are the most current and should be the
starting point for developing SFOs for most transactions. The manual SFO template option
includes the draft content (in nonprinting blue text), as well as instructions for each section that
guide the user through modifying the SFO template for specific lease actions as needed.

a. Types of SFOs

There are three types of SFOs that are available for use.
e Tenant Improvement (TI);

e Modified TI (for specific clients, but not in eLease ); and
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e SLAT.

Note that the type of space being leased (the size and complexity of the requirement) will help the
Leasing Specialist decide which SFO type to use (see Part 1).

e Depending on which SFO is chosen, the Leasing Specialist will confirm the requirements with
the client using the boilerplate SFO. The Leasing Specialist will then work with the client to
create an offer package.

e This section addresses the boilerplate SFO forms, the package and clauses will be
addressed later.

(Specialized SFOs are also being considered for lease construction, warehouse space, TSA
airport leases and parking.)

TI-SFO—Leases Greater Than $100,000 Net Annual Rent

The TI-SFO is the most common SFO that GSA uses today and should be considered standard
for most procurements. It can be generated in eLease using either the manual or the SFO Wizard.
This SFO type identifies a tenant improvement allowance (TIA) that the offerors must include as
part of their offer. The TI-SFO contains carefully separated price components for the basic
“building shell” and an allowance for tenant improvements to the shell. The client agency will use
their Tl allowance—determined by the tier allowance as found in the Occupancy Agreement
tool—to fund the buildout of its space, performed by the successful offeror in accordance with the
Government-approved design intent drawings. Rather than require all the details regarding the
buildout before award, these can be determined post-award by using the TI-SFO type.

Modified TI Approach

With a modified Tl approach, in contrast to a TI-SFO, the tenant improvements are defined,
negotiated, and priced upfront before lease award. A modified Tl approach SFO still separates
the shell and tenant improvement costs. The buildout is defined in the solicitation form up front.
This requires developing well-defined TI requirements beforehand. The offeror can then price
these requirements in their bid. These SFOs are currently being considered in limited situations
for some agencies (such as the FBI). The modified Tl approach SFO is currently not in eLease.

In a modified TI approach lease, the Lessor makes a property ready for the client agency to begin
business by having the agency furnish only furniture, phone, and inventory, if any. Tenant
improvements are provided at the Lessor’'s expense according to plans and specifications
previously agreed upon by the parties. Unlike a TI-SFO, where the tenant pays for costs in
excess of the allowance amount, in a modified TI-SFO the landlord bears the risk of construction.

SLAT—Leases Equal To or Less Than $100,000 Net Annual Rent

Simplified lease acquisition procedures are the procedures for awarding leases at or below the
simplified lease acquisition threshold, or SLAT, which is currently $100,000 average annual rent
for the term of the lease, including option periods and excluding the cost of operational services.

As described in the General Services Administration Acquisition Manual (GSAM), Part 570.2,
Simplified Lease Acquisition Procedures, GSA has the authority to award leases at or below the
SLAT using a simplified process. The purpose of the SLAT procedure is to reduce administrative
costs, while improving efficiency and economy. The SLAT procedure is a streamlined approach to
the solicitation process and accelerated delivery.
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b. Compiling the SFO Boilerplate

At the core of the SFO package is the boilerplate, which fully describes the government’s space
requirements so that offerors can provide a well-formed, fixed priced proposal. In addition to
defining the required square footage, lease term, delivery schedule, delineated area, and level of
services and utilities, the SFO outlines minimum
technical specifications and codes for the building
systems, structure, and interior fit-out. The agency’s
unigue and special requirements are also incorporated The PBS Office of Real Estate

into the document. While detailed in scope, the Acquisition should be consulted when
technical specifications outlined in the SFO boilerplate significant deviations from the SFO are
are performance-based, not prescriptive, meaning that proposed.

offerors must provide the technical solution to meet the
minimum specifications.

Consult on SFO Deviations

In addition to describing space requirements, the SFO boilerplate communicates when offers are
due; specifies the forms, submittals, and other documentation required as part of an offer
package; and describes the evaluation methodology the Government will use in making its award
decision.

The SFO boilerplate template contains a series of paragraphs, mandatory and non-mandatory,
organized by sections. Following the PBS policies in the nonprinting blue text instructions
contained throughout the template, Leasing Specialists build the boilerplate SFO by choosing the
appropriate paragraphs and filling in the blanks to reflect the requirements of the procurement.

Individual SFO revisions or the addition of SFO paragraphs and region-specific paragraphs
should be reviewed by the Office of Regional Counsel for consistency and legal sufficiency before
inclusion.

c. Procurement Summary

The Procurement Summary (template attached to this chapter) provides the market a clear,
concise, and immediate understanding of the requirements of the Government. The summary
was developed in response to leasing industry forums and requests that GSA provide a
“snapshot” view of what and when the Government was seeking space. The summary provides
all of the critical information to a potential Offeror “at a glance” and negates the need for reading
multiple pages within the document to determine if they can meet the requirements of the
procurement. The summary has all of the key elements listed in an easy to read grid, such as
square footage, delineated area, parking requirements and term of the lease (firm and non-firm
term). The summary also lists the offer due date and the occupancy date, important dates for the
market to see and know at this stage.

The Procurement page must be included with every Solicitation for Offers package by printing
and attaching to the front of the Solicitation for Offers and Lease package for all types of leases
and lease models, including electronic packages.

d. Attachments to the SFO—Selection of Forms

The Leasing Specialist must attach other important documentation to the boilerplate in order to
complete the SFO package. Leasing Specialists must use the clauses and provisions on the
appropriate version of the GSA Forms 3516, 3517, and 3518, although use of the forms
themselves is at the Lease Contracting Officer’s discretion.
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Standard Form 2 and a TI SFO must be used for leases greater than $100,000 net annual rent.
Customized SFOs for a class of activities or a specific client may also be used when approved by
PBS Central Office (for example SFOs for the FBI). Leasing Specialists may not use GSA Forms
3517A and 3518A because they do not contain all of the provisions and clauses required by law
for leases exceeding the SLAT. The Lease Contracting Officer may, however, determine that it is
appropriate to delete or modify any of the GSAR real estate clauses numbered 1 through 21 on
Form 3517 (or 3517B).

Solicitation Provisions. The Solicitation Provisions (GSA Form 3515 or 3516A) outline the
basic ground rules for all lease procurement actions. Key definitions and instructional
information are found here covering such topics as late proposals, parties authorized to
execute leases, protests, and floodplains.

General Clauses (Acquisition of Leasehold Interests in Real Property). The General Clauses
(GSA Form 3517 or GSA Form 3517B) govern the lease in the post-award and post-
occupancy environment. The clauses within this document include the following categories:
Definitions, General, Performance, Inspection, Payment, Standards of Conduct, Adjustments,
Audits, Disputes, Labor Standards, and Subcontracting. It is important to remember that
certain clauses are required by law, and cannot be altered, modified, or deleted. Many
clauses can be altered when appropriate and advantageous to the government. However, in
doing so, the Leasing Specialist or Lease Contracting Officer must ascertain whether the
proposed deviation imposes unacceptable risk to the Government. Any proposed
modification must be reviewed and approved by Office of Regional Counsell before approval
by the Lease Contracting Officer. All approved modifications must be provided to all offerors.

Offer forms. The Leasing Specialist must include all the forms to be filled out and returned by
the offerors by the due date outlined in the SFO boilerplate. These forms, which are
described under part 3 of this desk guide, include:

o GSA Form 1364, Proposal to Lease Space, with instructions (GSA Form 1364G);

o GSA Form 1217, Lessor’s Annual Cost Statement, with instructions;

o GSA Form 3518, “Representations and Certifications (Acquisition of Leasehold
Interests in Real Property),” listing 11 required representations and certifications;

o GSA Form 12000, Prelease Fire Protection and Life Safety Evaluation for a Low Rise
Office Building, or GSA Form 12001, Prelease Fire Protection and Life Safety
Evaluation for a High Rise Office Building; and

o Prelease Building Security Plan.

Use of Forms and SFO

Equal to or less Than $100,000 Net
Annual Rent All other leases
Should use | ¢ GSA Form 3626 e Standard Form 2 (SF2)

e GSAForm 3517A or 3517C e GSA Form 3516 or 3516A

e GSA Form 3518A e GSA Form 3517 or 3517B (may delete

e Supplemental Requirements (if needed) or modify clauses 1-21 with approval)
e GSA Form 3518
e (Use all forms above if not provided by
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3. SFO Distribution ¢

other means)
Tl or Standard SFO

May use e TI-SFO in conjunction with SF2
e GSA Form 3516 or 3516A

e Clauses 1-21 from GSA Form 3517 or
3517B

Customized SFOs

Don’t use e GSA Form 3517 or 3517B except

clauses 1-21
e GSA Form 3518

GSA Form 3517A or 3517C
GSA Form 3518A

e. SFO Review and Approval by Agency

Before issuance to any offeror, the responsible Leasing Specialist must forward the SFO to the
requesting agency for approval. The Leasing Specialist should indicate a deadline for agency
response, allowing adequate time for a thorough review. The Leasing Specialist will incorporate
appropriate changes into the final version of the SFO. In the event the Leasing Specialist does
not receive timely comments and/or approval from the agency, the Lease Contracting Officer may
decide to issue the SFO and address changes via an amendment.

3. SFO Distribution

This step produces documentation required for Lease File Tabs 1ll D

and E.

PBS Milestone 6:
Design RFP Issued

Unless a SLAT lease is used, SFOs should not be handed out during
the market survey. The survey may reveal certain weaknesses in the

draft SFO, which may need revision before issuance.

Once the SFO has been finalized, the Leasing Specialist should distribute the SFO with a cover
letter to offerors. The Lease Contracting Officer has ultimate responsibility to verify and validate
the SFO before it is released. The SFO should reflect the name of the Lease Contracting Officer.

The SFO Distribution List identifies the date the SFO was issued, as well as the name and
contact information of everyone receiving an SFO—all potential offerors, client agency personnel,

FPS, GSA Property Manager, and anyone else as
determined by the Lease Contracting Officer who
received an SFO—and the date the SFO was issued.
This list should include all contact information for the
potential offerors.

This list (or transmittal letters) and a copy of the
approved SFO should be attached to Lease File Tab IlI
E.

If the SFO is issued electronically (via CD-ROM or
email), a copy of the disk must be filed in Lease File
Tab Il D, as well as a paper copy of all issued

SFO requests

Current Lessors that are incapable of
meeting the requirements of the SFO
may be issued a letter explaining that
they may not meet the current
requirements.

However, anyone who requests an
SFO—including the current Lessor and
those that may be determined not to
meet the requirements —must be given
an SFO.
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documents.

4. Amending the SFO

Any addition, alteration, or deletion of information contained in an SFO after it is released to the
market is accomplished through a written amendment. Leasing Specialists should strive to
prepare a careful and thorough SFO, so that amendments are the exception, rather than the rule.
An amendment must:

e Reference the SFO number;

e Be consecutively numbered;

e List the city and state;

e Bear receipt acknowledgment by the recipient; and

e Be sent to all offerors in an open procurement or to all interested parties if the procurement
has not yet opened.

The amendment is incorporated into the SFO and will become part of any existing or subsequent
lease document.

Please note that a material change in requirements may require more than an amendment. A
new advertisement or a cancellation of the solicitation may be required.

2.3-8 PBS Leasing Desk Guide
This page last revised: 9/30/2010



CHAPTER 2: New or Replacing Lease

G S ‘é\ Pre-Negotiation/Negotiations Process
1. Overview <

Part 4: Pre-Negotiation/Negotiations Process

@ YT VPSPPSR 2.4-1
2. Preparations for NegOTIatioNS . ... e e e e e 2.4-3
a. Understanding the GOAIS ..........c.ueiiiiiiiii e 2.4-3
D. Market KNOWIEAQE ......oooiiiiiiiiie ettt e e e e e 2.4-4
C. Setting Negotiation ODJECLVES .......coocuiiii i 2.4-5
3. Screening Offers Received and Subsequent Negotiations.........ccccccoevciiiieeeee i, 2.4-5
A. REVIEWING OffOrS .euiiiiii it e e e e e e e e s e e e e e e e e s nnnreaneeeeeeans 2.4-6
b. Determining COMPEItIVE RANGE .......vviiiiiiiie it 2.4-9
C. ConAUCHiNg NEQOLALIONS ......ceiiiiiiiiiiiiie ettt et e e sbaee e 2.4-10
4. FiNal PropoSal REVISION ...ciiiiiiiiiiieiie ettt e e e e et e e e e e e e e e nanes 2.4-12

1. Overview

Offers rarely contain perfect solutions to the solicitation. The goal of negotiations is to reach an
agreement representing the best value to the Government, in terms of price and other factors. In
most transactions, the Leasing Specialist negotiates with the offeror to establish a fair and
reasonable price and agree on all contract terms. Negotiations must confirm that GSA and the
offeror all agree on the essential elements of the contract, such as its term, the services that the
offeror will provide, and the escalation base. However, leases can be awarded based on initial
offers if the solicitation allows by the inclusion of Alternate 1 to 552.270-1 Instructions to
Offerors—Acquisition of Leasehold Interests in Real Property., This decision should normally be
made during acquisition planning and must be made prior to issuance of the SFO.

The negotiation process involves evaluating and analyzing proposals to verify that all required
parts are included and assessing the offeror’s responsiveness; determining the competitive range;
preparing the initial abstract of offers; notifying offerors of deficiencies; conducting direct
negotiations with each offeror; compiling required documentation; requesting final proposal
revisions; and determining the offerors responsibility.

When conducting negotiations, the roles must be clear. The Leasing Specialist is responsible for
conducting negotiations with all offerors in the competitive range (see “Determining Competitive
Range”). The Leasing Specialist or broker contractor is the only party authorized to negotiate with
an offeror concerning the space to be leased. The competitive range is an initial baseline for
judging the reasonableness of cost or price estimates. It is discussed further below in “Screening
Offers Received and Subsequent Negotiations” under “Determining Competitive Range.”

Preparation is essential for successful negotiations. Before engaging offerors in negotiations,
GSA must establish its initial negotiation position. Negotiation objectives (see “Setting Negotiation
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Objectives") are usually targets within a price range that the Leasing Specialist expects offered
rates to fall within, based on market research. Pre-negotiation steps include understanding the
solicitation goals, knowing the market, and setting negotiation objectives.

The following illustration shows the steps in pre-negotiations and negotiations. Each step below is
linked to the section that discusses the topic.
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2. Preparations for Negotiations

a. Understanding the Goals

Depending on the procurement method stated in the SFO, proposals may be evaluated on price
alone, or a combination of price and technical tradeoffs, which are also referred to as award
factors (see “Reviewing Final Offers*). If you are
conducting a best-value tradeoff procurement, consult

the desk guide section on award factors in Chapter 13. Fair and Reasonable Price
These specific award factors must be identified in the It's a requirement that you as the Lease
SFO (TI-SFO). Contracting Officer can affirm that the

price is fair and reasonable.
It is especially important to have knowledge of these
areas of preparation:
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Market—familiarize yourself with the market survey findings and other background
information.

The requirements—strive to thoroughly understand the needs of the client agency and other
stakeholders.

The choices—options that arise when you compare the requirements with the market. As
recent trends provide increasing frequency of procurements in which Government
requirements are beyond market standards (because of security, LEED, accessibility, or
other needs) or if new construction is possible, consult with technical experts as necessary to
guantify what cost impact that is likely to have to procurement beyond the market range and
factor that into the negotiation objectives.

The process—anticipate the upcoming steps you will need to take, and be familiar with best
practices for conducting negotiations.

The goals—develop a clear understanding of the specific goals you want to achieve during
negotiations. Know what you want, and what you are willing to trade off to reach an
agreement. Keep in mind the target and maximum prices. Set your position and hold to it. Re-
familiarize yourself with the SFO.

The other party—know what offerors want, their needs, and what they are willing to trade off
to reach an agreement.

The strengths and weaknesses of the Government’s position—your relative bargaining

position is likely to be stronger in competitive solicitations, when you can afford to take a
harder line, as opposed to a sole source scenario.

Market Knowledge

Market research plays a central role in setting negotiation objectives by helping to identify ranges
of fair and reasonable costs for the type of space desired. In addition to information gathered
during the market survey, Leasing Specialists can refer to the sources below.

Competing offers received in response to the SFO,
and documenting this comparison;

Research commercial trade publications to Is Tlin the rate?

begome familiar with the market. Consplt_the Typically, the private sector includes
Building Owners and Managers Association some Tl in the stated shell rate, so make
(BOMA,) for operating costs; the Means Cost sure to ask for the breakdown from any
Manual for construction costs; the Society of brokers or owners you consult. This is
Industrial and Office Realtors (SIOR); Reis Inc.; important because we could be leaving
and market reports such as those from CoStar and | money on the table (the shell rate could
Loopnet. include a Tl amount).

Current market information, including rental quotes
and cost estimates obtained on the market survey and from real estate market data sources
(such as CoStar or Torto Wheaton Research (TWR)); and/or

Recent GSA and/or private-sector lease contract rental rates.
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c. Setting Negotiation Objectives

Lease file checklist Tab IV.

Before engaging offerors in negotiations, GSA must establish its initial negotiation position.
Negotiation objectives typically are targets within a price range that the Leasing Specialist
expects rates to fall into, based on the market research. The Lease Contracting Officer’s
determination of a fair and reasonable price should parallel these price objectives.

The scope and depth of objectives are directly related to the project dollar value, importance, and
complexity. For example, prospectus projects demand greater background information and may
involve subcontracting goals, green initiatives, or other issues that are not factors on smaller
contracts.

Develop written negotiation objectives for the overall acquisition and specific to each component
of the offers received (operating costs, Tl, shell). Leasing Specialists must develop negotiation
objectives for the following items:

e Shell rental rate; Pricing Objectives

e Tenant improvements; Objectives must be established before
negotiations.

e Building-specific security

e Amortization rate;

e Base cost of services;

e Base year taxes;

e Hourly overtime rate;

e Adjustment for vacant premises; and

e Parking.

3. Screening Offers Received and Subsequent
Negotiations

Negotiations are conducted on behalf of the Government by the Leasing Specialist or broker
contractor. GSA negotiates the rental price for the initial term, any renewal periods, and any other
aspect of the offer as deemed necessary. Oral or written negotiations should be pursued with all
offerors that are within the competitive range by the due date.

The Leasing Specialist must keep records on all communications and documents from the initial
contact through award. This includes meeting notes, emails, the abstract of offers, the request for
final proposal revisions, and similar documents.
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a. Reviewing Offers

The Leasing Specialist must evaluate offers for completeness and technical compliance. A
general assessment considers the following:

e |s the offer timely as defined in the Solicitation Provisions, GSA Form 35167
e |s the offer complete? (Have all forms been completed?)

e Does the offer comply with the SFO terms and conditions?

e Does the offer satisfy all of the Government'’s requirements?

e Are the offerors’ mathematical calculations correct?

e Does measured space meet the requirement?

Quick Tip
Abstract of Offers Don’t compare one offer against another.
The Abstract of Offers is a requirement of the Lease Compare each offer against the market
File as well as a useful tool that captures the capability | 2nd the solicitation.
of each offeror and assesses their ability to meet the Don'’t forget to update the abstract of
requirements in the SFO. It compares each proposal offers each time an offer is received or
and revised proposal against the SFO requirements, revised.

and helps identify deficiencies with each offer by
determining whether the offer meets the terms of the
SFO. The Leasing Specialist should create the abstract for each offeror in eLease and update it
throughout the process.

The SFO Section 3.0 How to Offer and Submittal Requirements describes in detail offer submittal
requirements. Below is also a summary of items involved in assessing offer compliance, most of
which are documented on the Abstract of Offers.

Scaled Plans for Space Offered

Reviewing the scaled drawings is a critical part of the offer review to verify that space being
offered meets the requirements of the SFO. The following are things to consider when reviewing
the floor plans:

e The block of space offered is the same space that was toured.
e Plans are to scale and that all structural elements (stairs, elevators, columns, load-bearing

walls, windows, restrooms, etc.) are shown and
meet ABAAS and fire safety standards.

Conversion Matters—Quick

e The space offered meets client agency special Validation
requi'r(.emgnts (layout and configuration The rates for rentable square feet (RSF)
specifications). should be less than the rates for

ANSI/BOMA Office Area (ABOA) square

e Measured floor plans confirm that the space is feet.

within SFO square footage requirements.
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GSA Form 1364, Proposal to Lease Space

GSA Form 1364 contains the rental information and other critical offer elements. In addition to
verifying that all mathematical calculations and building information—including address, square
footage, and parking—are correct, the following should be considered:

e Rentable (RSF) and ANSI/BOMA Office Area (ABOA) square feet and common area factor
are in alignment.

e Cost components (shell, operating, and TI) are in both rentable and ABOA rates, and the
Building Specific Security rate is provided.

e The Tl amount meets SFO requirements, and rental reflects the Tl amortization term.
e Parking capacity number and cost are in compliance with the SFO.

e Lease term and cancellation rights are in compliance with the SFO.

e Applicable fees and other costs are provided.

e Deviations are noted and will need to be addressed.

e The form is signed and dated by an individual having authority to bind the offeror.

GSA Form 1217, Lessor's Annual Cost Statement.

GSA Form 1217 captures an offeror’s variable and fixed operating cost expenses for both the
building in its entirety, and the offered space, primarily for the purpose of determining the base
rate for future CPI operating cost escalations.

Lines 5 through 26 of the form identify the components of the operating cost portion of the rental
rate. The total amount listed on line 27, column B, when divided by the rentable square footage,
represents the Lessor’s total cost to provide services and utilities to the Government’s space, also
reflected on GSA Form 1364. Lines 28 through 32 list ownership charges (taxes, insurance,
reserves for replacement, etc.) that are not subject to CPI escalations, but are subsumed in the
shell rate. This form should be thoroughly reviewed for full and fair allocation of utilities and
services.

GSA Form 3518, Representations and Certifications

GSA Form 3518 addresses socioeconomic and other statutory requirements associated with
Government contracts, through offeror representation and/or self-certification. The form must be
completed in its entirety, including the following critical elements:

e Offerors represent on this form whether they are classified as a small or large business. For
leases, GSAM 570.102 defines a small business as one (including its affiliates) organized for
profit, independently owned and operated, not dominant in the commercial lease market, and
that has average annual gross receipts below current thresholds ($20.5 million) for the 3
preceding fiscal years.

e Offerors identified as other than small businesses are required to submit small business
subcontracting plans for contracts with a gross value of $550,000 (FAR 19.704). The plans
should be collected by the Leasing Specialist and forwarded to the GSA regional Business
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Service Center (BSC) for review as early as possible. Any necessary changes must be
discussed with the offeror during negotiations. The successful offeror’s plan must be
approved by the BSC. No contract may be awarded until the Lease Contracting Officer
approves an acceptable plan, which must then be incorporated into the contract. If the plan
submitted is unacceptable, the small business coordinator should be notified.

e All offerors must identify their ownership structure (corporation, partnership, etc.) and provide
the corresponding Tax Identification Number (TIN). Additionally, all offerors must register with
Dun & Bradstreet, Data Universal Numbering System (DUNS) and in the Central Contractor
Registration System (CCR). Acceptable information must be for the owner of record,;
therefore, the Leasing Specialist must verify the validity and consistency of the information as
compared with the owner of record in the offeror’s offer. The Leasing Specialist should not
accept without question information pertaining to a parent company or umbrella corporation.
Leasing Specialists should inform offerors that CCR registration requires annual updating in
order to maintain an active CCR status.

This form must be signed and dated by a person having authority to bind the offeror.

GSA Form 12000/12001 Pre-Lease Fire Protection and Life Safety

In order to confirm that the proposed space conforms with the requirements under NFPA 101 and
the Federal Fire Safety Act of 1992, offerors are required to submit GSA Form 12000 (low-rise
occupancy) or 12001 (high rise-occupancy) Prelease Fire Protection and Life Safety Survey
Evaluation, along with one or more scaled drawings of the entire floor or floors in which space is
being offered in the building and of the floor level of exit discharge identifying all exits, stairs, and
elevators. These forms identify relevant building information such as construction type, floor
location, fire suppression and detection equipment, etc.

The Leasing Specialist should forward each offeror's GSA Form 12000/12001 and floor plans to a
GSA fire protection engineer or contractor for review and comment. Feedback provided must be
considered and discussed with the offeror for clarification or corrective action as required. In the
event that the offeror is awarded the lease, the offeror should be advised that evidence of any
corrective action required by the Government will be a prerequisite to the Government accepting
the space as substantially complete.

Equivalent Level of Safety Evaluation Procedures

When an offeror proposes an equivalent level of safety, the Leasing Specialist must require the
offeror to submit, for Government review and approval, a fire protection engineering analysis,
performed by a qualified fire protection engineer, demonstrating that an equivalent level of safety
for the offered building exists. (See 41 CFR 102-80) for guidance on an equivalent level of safety
analysis.)

Prelease Building Security Plan

The Leasing Specialist must submit the completed Prelease Building Security Plan, which also
identifies relevant building characteristics, to the Federal Protective Service (FPS) for review.
FPS may use this to conduct a physical inspection and may provide the Leasing Specialist with
information or recommendations that may help the Leasing Specialist with negotiations. This
notification must be in the lease file.

Evidence of Capability to Perform

Offerors are also required to submit three items to demonstrate that they have the capability to
perform the requirements in the SFO. The first is satisfactory evidence of at least a conditional
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commitment of funds in an amount necessary to prepare the space. The Evidence of Capability to
Perform paragraph in the SFO Section 3 identifies the minimum elements that the commitment
must include. This commitment is a critical factor in the Financial Responsibility Determination
discussed in Part 5: Award Determination. The second item that offerors must submit is evidence
of compliance with local zoning laws. Lastly, offerors must submit evidence of ownership or
control of the site.

Additional Submittals

In addition to those items identified above; offerors must submit a Seismic Safety Certification; tax
information; an amenities map; a parking plan; and architectural plans for modernization, if the
offered building does not meet the requirements of SFO Paragraph Quality and Appearance
Building. These items are more fully described in SFO Section 3.0 How to Offer and Submittal
Requirements.

The process of examining offers to make sure they are responsive and competitive may involve
communications with offerors under the guidelines of FAR 15.603. Be sure to understand the
difference between “discussions,” “clarifications,” “communications,” and
“negotiations/discussions.” The Leasing Specialist and broker can negotiate with offerors, but the
Lease Contracting Officer has overall responsibility for conducting and recording negotiations.

Review each offer concerning the handling of services and utilities. Fully serviced leases are
preferred, and every effort should be made to encourage them as appropriate. Since
Government-furnished services and utilities become the responsibility of the local GSA field
office, adding extra costs and more workload, the ramifications of accepting less than fully
serviced leases should be given serious consideration before proceeding with negotiations on a
less than fully serviced lease. Such offers are considered non-responsive when the SFO does not
allow for alternate offers or non-fully-serviced offers.

Excluded Parties List System

GSA must also ascertain that the offeror has not been disqualified or excluded from participation
in Federal contracts. The primary source for determining the offeror’s status is the EPLS—
Excluded Parties List System (formerly known as the “debarred bidders list”). It was established
to verify that agencies do business only with responsible contractors and do not allow a party to
participate if any executive department or agency has debarred, suspended, or otherwise
excluded that party from participation.

Leasing Specialists must review the EPLS at least twice—after receiving offers, and before award.
They must verify the offeror’s statements appearing in form 3518, Representations and
Certifications, under paragraph 7, “Certification Regarding Debarment, Suspension, Proposed
Debarment, and Other Responsibility Matters.”

The EPLS is accessible online at https://www.epls.gov/. Guidance for using EPLS is found in FAR
Subpart 9.4, “Debarment, Suspension, and Ineligibility.” The Department of Treasury Specially
Designated Nationals List (SDN) has been incorporated into the ELPS. Apparently the list
includes many names that can trigger false reports on individuals with common names. Therefore,
if the offeror is listed as an SDN, contact the Office of Real Estate Acquisition who will coordinate
with the Office of General Counsel to determine whether this is the individual actually excluded.

b. Determining Competitive Range

The competitive range makes the procurement process more efficient by reducing the potential
offers to just those most highly rated.
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The Lease Contracting Officer sets the competitive range, usually drawing a dividing line between
competitive and non-competitive offers where there is a natural break among the proposals. GSA
must negotiate with all offerors who fall within the competitive range.

The Lease Contracting Officer may eliminate offerors from the competitive range if deemed
appropriate in either best value trade-off or lowest priced technical acceptable acquisitions.

The competitive range also establishes an initial baseline for judging the reasonableness of cost
or price estimates. Armed with this information, the Lease Contracting Officer can begin to
prepare for negotiations.

If the Lease Contracting officer sets a competitive range, then he or she must provide notification
to excluded offerors in accordance with FAR 15.503(a) and FAR 15.306(c).The competitive range
is established by the Lease Contracting Officer on the basis of cost or price and other factors (if
any) that are stated in the SFO and includes all of the most highly rated proposals, unless the
range is further reduced for purposes of efficiency. Offerors who are not included in the
competitive range must be notified in writing.

c. Conducting Negotiations

As offers are evaluated for completeness and accuracy, some issues must be dealt with
immediately. If an offeror clearly made an error or omitted important information from the offer,
the offeror must be contacted and asked to correct the submission and/or submit the forms or
data missing from the offer by a set date. Errors and omissions must be listed for each offeror
and can be addressed during discussions. Leasing Specialists or broker contractors must
conduct independent negotiations with each offeror in the competitive range. Advise offerors
orally and in writing of weaknesses, significant weaknesses and deficiencies in their offers.

All offerors will receive a reasonable opportunity to submit any cost or price, technical, or other
revisions to their offer that may result from the negotiations. However, negotiations will be closed
with submission of final proposal revisions (“best and
final” offers).

When to Negotiate?

Negotiations should reflect an evaluation based on three While GSA has the authority to award
general types of analysis: without negotiations, Lease
Contracting Officers should always
assess the potential risks of awarding

e Price analysis—a comparison of the offeror’s prices X o ; !
without negotiations or discussions.

to something external to the proposal. Example: total
rental rate compared to market rates.

e Offer cost review—evaluating on an element-by-element basis the costs supporting the
proposal. For example: shell rate, parking rates, fees, amortization rates, and concessions
offered on GSA Form 1364, the operating costs listed on Form 1217, or land and construction
costs provided for lease construction projects.

e Technical analysis—comparison of the offeror’s Quick Tip
technical proposal to the specifications and
requirements, in addition to the non-price related Make sure the person filling out and
award factors if included in the SFO. (See Chapter signing the form has authority to do so

13 on source Se'eCtiOﬂ.) and can enter into negotiations.

A primary goal is to confirm that offers received comply
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with the requirements stated in the SFO. A great deal of communication with the offeror centers
on ascertaining that submitted proposals meet this goal. Alternative proposals may be considered
if allowed by the SFO and it is determined that they meet the intent of the SFO/customer’s
requirements. If an alternative proposal is acceptable, contact the Office of Regional Counsel to
discuss how material the change is and whether an amendment to the SFO is needed to allow all
offerors to compete on the alternative basis.

Alternative offers may be received that amend the General Clauses. If such offers are received,
the Contracting officer must determine if the changes are in the Government’s best interest. If it is
determined that the changes are in the best interest of the Government, the Contracting Officer
must amend the SFO to allow all offerors to bid on the same amended General Clauses. If it is
determined that the changes are not to be allowed, the Contracting Officer should advise the
offeror that failure to conform to the General Clauses without change is unacceptable and that the
offer will be deemed ineligible for award for failure to meet the requirements of the SFO. Material
changes made in the final proposal revision may be detrimental to the offeror and should be
reviewed with the Office of Regional Counsel.

A further important goal is to ascertain that the offered rate and corresponding elements of the
proposal are fair and reasonable.

Keep in mind that minor items should not be allowed to hold up the negotiations (see FAR
15.405(b)). Rather than letting a single issue stall the entire process, look at the overall rate the
Government will pay, to determine whether the overall offer remains fair and reasonable.

Best Practices in Negotiating

Skillful negotiation is an art that grows with experience. However, several established best
practices will guide the Leasing Specialist or Lease Contracting Officer during negotiations. Make
use of these techniques:

e The Leasing Specialist should understand the SFO Quick Tip
and be prepared to explain to offerors the SFO, It may be helpful to do a preliminary
agency requirements, and the offer process as present value analysis
needed.

e Plan and conduct meetings with offerors professionally and efficiently. Make an appointment
with each offeror, allowing at least an hour. Negotiations can be held via phone, in writing, or
in person.

e Ask questions and engage in “active listening.” Request supporting documentation.

e Confirm that the offeror knows that a proposal that does meet a minimum requirement will be
ineligible for award.

e Make sure all discussions are documented for each offeror, and follow up with each offeror in
writing. Obtain clarifications, changes, and concessions in writing.

e For competitive actions, there can be no final agreement until you have received final
proposal revisions from all offerors and negotiations are closed.
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Negotiating Practices Prohibited in the FAR

Several approaches or practices must be avoided. Do not engage in any practices prohibited by
FAR 15.306(e), which forbids:

e Favoring one offeror over another.

e Revealing an offeror’s technical solution, including unique technology, innovative and unique
uses of commercial items, or any information that would compromise an offeror’s intellectual
property to another offeror.

e Revealing an offeror’s price without that offeror’s permission. However, the Lease
Contracting Officer may inform an offeror that its price is considered by the Government to be
too high, or too low, and may reveal the results of the analysis supporting that conclusion.
Any determination that an offer is too high or too low must be made relative to the market, not
in comparison to other offers received. It is also permissible, at the Government’s discretion,
to indicate to all offerors the cost or price that the Government’s price analysis, market
research, and other reviews have identified as reasonable (41 U.S.C. 423(h)(1)(2)).

e Revealing the names of individuals providing reference information about an offeror’s past
performance.

e Knowingly furnishing source selection information in violation of FAR 3.104 and 41 U.S.C.
423(h)(1)(2).

Avoiding Pitfalls

To preserve procurement integrity Leasing Specialists must never reveal the number of offerors
or the other prices being offered in an attempt to “auction” the award. Leasing Specialists have a
fiduciary responsibility to our client and the taxpayers to thoroughly negotiate each aspect of an
offeror’s proposal to provide the best value to the Government.

4. Final Proposal Revision

After conducting negotiations, the Lease Contracting Officer will send offerors a request for final
proposal revisions. Before doing so, the Lease Contracting Officer should have at least one
responsive offer.

A sample letter requesting final proposal revisions can be found in eLease.
The final proposal revision is the last opportunity for offerors to revise their proposals before

award. After an offeror submits its final proposal revision, no further negotiations are allowed with
the offerors—only clarifications to achieve an accurate understanding.

2.4-12 PBS Leasing Desk Guide
This page last revised: 9/30/2010



CHAPTER 2: New or Replacing Lease

G S[é\ Award Determination
1. Overview <:y

Part 5;: Award Determination

L OVBIVIBW ettt ettt ettt ekttt e ekttt e oo a ket e e oo st b et e e eab b e et e e bbbt e e s nbt e e e e e nbbe e annneae s 25-1
2. ReVIEWING FINAl OffEIS oot e e s e e e e e e e sanrraee s 2.5-2
A. Present Value ANGIYSIS .......ooo it 2.5-3
D. HISTONIC PreferENCE. .....eiiiieiiie e e 2.5-3
C. REVISE SCOMNG ANAIYSIS.....eiiiiiiiiiieiiti e 2.5-4
3. Final Steps BefOore AWAId ..........ueeiiiiiiiiiiec e e e e e e aee s 2.5-4
a. Pre-award REQUITEMENTS ......uiiiie e st s s s e e e e e e e s s e e e e e e s e ennnrrnneeeees 2.5-4
b. Financial Responsibility Determination .............ccccciiieiiiiiiie e 2.5-5
c. Price Negotiation Memorandum (PNM) ........cooiiiiiiiiiiiiiie e 2.5-6
d. Recommendation Letter and OA .........ooi oot 2.5-7
e. Obtain BA53 funding Validation.............ceoiiiiiieiiiiiee et 2.5-7
4. Assemble Lease Contract DOCUMENTS ........iciiiiiiiiieiiie it 2.5-7
5. LEASE AWAIT PrOCESS ...eiiiiiiiiiie ittt ettt ettt et e bt e et e e e abbn e e e s aannes 2.5-8
8. SUCCESSTUI OFfOF ...ttt s 2.5-8
b. Notify UnsSucCesSTUl OffEIOrS ........coiiiiiiiiiiie et 2.5-9
C. FedBizOPPS SYNOPSIS Of AWAIU........cuviiieiiiiiee et 2.5-9
(o B D 1= o 1= 11 g o T od (0] (=S PSSR 2.5-10
€. Distribution Of LEASE COPIES ..uuuiiieeeiiiiiiiiiiiee e e e e e sttt et e e e e e st e e e e e e s e bae e e e e e e e s e nnnenees 2.5-11
f. POSt-AWArd NOUFICAtONS ........eiiiiiiiieceiie e 25-11

1. Overview

This chapter explains the steps for determining the successful offer and awarding the lease
contract.

Upon receipt of final proposal revisions, GSA completes a final analysis and ranks offerors using
the criteria specified in the SFO. Several pre-award requirements are reviewed that deal with the
small business subcontracting plan (if required), equal employment opportunity compliance,
affirmative action plan for the disabled, and the excluded and blocked parties lists. GSA
assembles all of the lease contract documents. Once they are executed by GSA and the Lessor,
unsuccessful offerors are notified, and a synopsis of the lease award is published on FedBizOpps.
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These steps are shown in the flow chart below. Each step label is linked to the section that
discusses the topic.

Successful Offer and Award Determination Process

Acquisition Planning/Pre-

Solicitation Requirements

!

Market Survey Process

!

Solicitation Process

(. J Ve ] ] ™
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2. Reviewing Final Offers

This step produces documentation for Lease File Tab V.

If using the best-value tradeoff method, the Leasing Specialist should follow the guidance in
Chapter 13, Source Selection. Leasing Specialists must:

e Evaluate offers solely in accordance with the factors and subfactors stated in the SFO.

e Evaluate prices and document the lease file to demonstrate that the proposed contract price
is fair and reasonable.
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a. Present Value Analysis

The purpose of the present value analysis (PVA) is to compare unequal rent streams among
offers to determine the lowest offer. The present value amount provides a single cost
representation of various rent streams, variations in

operation costs, lump sum payments, and

amortizations that allows the Government to Update the Abstract of Offers
understand the true price of all offers in today’s Update your abstract of offers in eLease
(present value) dollars. The PVA calculation compares to reflect the final offers. This will

offers based on an ANSI/BOMA usable square foot generate data feeding into the present
rate and standard escalation assumptions. The value analysis (PVA) discussed in this
Leasing Specialist and broker contractor should always | section.

use the eLease PVA calculator to create a permanent

record of the offers within eLease. The manual PVA
calculator should be used only in rare circumstances.

b. Historic Preference

Price Preference for Historic properties

The Government will compute price evaluation preferences by reducing the prices of the offerors
qualifying for a price evaluation preference by the applicable percentage. The price evaluation
preference will be used for price evaluation purposes only. The Government will award a contract
in the amount of the actual price proposed by the successful offeror and accepted by the
Government.

To qualify for a price evaluation preference, offerors must provide satisfactory documentation in
their offer that their property qualifies as one of the following:

1. A historic property within a historic district.

2. A non-historic developed or undeveloped site within a historic district.

3. A historic property outside a historic district.

4. A property that is eligible for inclusion in the National Register of Historic Places.

See guidance and examples in “Procedures for Giving Price Preference to Historic Properties in
Lease Acquisitions” in Appendix C.

Evaluating Historic Price Preference

The Government gives a price preference to historic property, based on the total annual square
foot (ANSI/BOMA Office Area) cost to the Government. This preference is calculated as a
reduction in the PVA for the historic property as follows:

1. First to suitable historic properties within historic districts, a 10 percent price preference.

2. If no suitable historic property within a historic district is offered, or the 10 percent preference
does not result in such property being the lowest price technically acceptable offer, the
Government gives a 2.5 percent price preference to suitable non-historic developed or
undeveloped sites within historic districts.
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3. If no suitable non-historic developed or undeveloped site within a historic district is offered, or
the 2.5 percent preference does not result in such property being the lowest price technically
acceptable offer, the Government gives a 10 percent price preference to suitable historic
properties outside historic districts.

4. Finally, if no suitable historic property outside historic districts is offered, no historic price
preference is given to any property offered.

c. Revise Scoring Analysis

The Leasing Specialist must initiate and receive the final scoring analysis from the Portfolio group
before award.

3. Final Steps Before Award

This section will result in documentation required for the following Lease File V and VI.

Once the successful offeror has been determined, the Leasing Specialist must coordinate several
actions.
a. Pre-award Requirements

Once an apparent successful offeror has been identified, the Leasing Specialist must coordinate
several pre-award requirements.

Small Business Subcontracting Plan

The Leasing Specialist should confirm that there

is an approved small business subcontracting
. Thresholds
plan in place before award.
Small business subcontracting plans are
Small business subcontracting plans are required only for lease procurements with an
required only for large businesses. aggregate contract value of $550,000 or more.

Offerors self-certify on GSA form 3518 whether

they are a small or large business, according to their dollar volume of business and volume of
production. For leases, GSAM 570.102 defines a small business as a concern, including affiliates,
that:

e |s organized for profit;
¢ |sindependently-owned and operated;
e |s not dominant in the field of leasing commercial real estate; and

e Has average annual gross receipts for the preceding 3 fiscal years which are less than the
size standard established by the Small Business Administration pursuant to 13 CFR Part 121.
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The size standards may be found at http://www.sba.gov/size/sizetable2002.html. For most lease
procurements, the NAICS code is 531190 (see footnote number 9). The current threshold is
$20.5 million annual average receipts for the 3 preceding fiscal years.

Other Notifications

Several issues require special notifications. For example, the Randolph Sheppard coordinator
should be contacted during SFO preparation and after award.

Equal Employment Opportunity Compliance Review

GSA Form 3517 contains EEO compliance provisions that pertain to Federal leases. Department
of Labor regulations (41 CFR 60) require contractors to develop a written affirmative action
program for each of their establishments. They must analyze and document minority group
representation in all job categories, hiring practices during the past year, and employee upgrading
and promotion during the past year.

If the contemplated award is less than $10 million and the offeror has certified compliance with
the EEO requirements, the Lease Contracting Officer may consider the offeror responsible as to
nondiscrimination. If the award will be greater than $10 million, GSA must submit the following
information to the appropriate Department of Labor regional Office of Federal Contract
Compliance Programs (OFCCP):

¢ Names and addresses of the offeror and each known subcontractor;
e Name of the person signing the offer;

e Dollar amount of the offer;

e Date when the bid will expire; and

e Date by which the Lease Contracting Officer must receive advice from the OFCCP in order to
award a valid and binding contract. Note, the OFCCP must respond within 15 days or
approval can be assumed.

The OFCCP will review the available information on the prospective prime contractor’s
compliance status and will notify the Lease Contracting Officer or approving officer of any
deficiencies.

The Lease Contracting Officer will notify the offeror of any deficiencies found and direct the
offeror to coordinate further action with the OFCCP. The contract cannot be awarded unless the
OFCCP naotifies the Lease Contracting Officer that the offeror has responded or has agreed to
respond satisfactorily to the OFCCP requirements.

b. Financial Responsibility Determination

The Lease Contracting Officer must make a financial responsibility determination. This is needed
to determine, among other things, whether offerors have the financial capability to perform during
the lease.

e Responsibility criteria and standards are stated in GSAM 570.108, and FAR 9.2. The primary
source for financial responsibility, a signed letter on bank letter head from a third party bank
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official, will suffice for the costs in question. The Leasing Specialist may want to consider
asking for the following to be addressed in the bank letter:

e Cash assets;

e Accounts receivable (moneys owed the offeror);

e Cash value of all inventories;

o Worth of real property (land and improvements) and equipment owned by the offeror; and

e Current liabilities, including offeror debts, stockholders equity, or amount of stock held by
shareholders, and retained earnings to be reinvested back into the company.

e Another potential source is the Pre-award Survey of a Prospective Contractor (SF-1403),
which can be submitted to the GSA, Financial Information Control Branch. The form is not
tailored to a lease acquisition, and some sections will not apply. The Leasing Specialist
should provide estimated annual and total contract value on the form and any other financial
information that would be useful to the finance office. The current version of the SF-1403 can
be downloaded from the GSA Forms Library at
http://www.gsa.gov/Portal/gsa/ep/formslibrary.do?viewType=DETAIL&
formld=BCEC2472F6CB224385256A1F0068ECA48.

If an offeror is found to be nonresponsible, that determination must be documented in the lease
file.

c. Price Negotiation Memorandum (PNM)
Lease File Tab VI

A price negotiation memorandum (PNM) is required for all lease actions, including post-award TIs.
The PNM should reflect an accurate record of all negotiations with each offeror. It summarizes
negotiations and explains why an award was or was not made, including go/no-go factors
(floodplains, CCR). Anyone reading the document should be able to understand the issues of
negotiation and the outcomes, whether the offer was fair and reasonable, and the basis for that
determination.

A sample PNM can be found in Appendix C. (The sample is structured for a lease holdover
extension, but much of the same structure is useful for lease procurement actions.)

The PNM documentation must include the following:
e The purpose of the negotiation.

e A description of the acquisition, including appropriate identifying numbers (e.g., SFO number).
The description of the project should be the goal (extension, new/replacing, succeeding, etc.).

e 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. When determination of price reasonableness is based
on price analysis, the summary should include the source and type of data used to support
the determination. Where the determination of price reasonableness is based on cost
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analysis, the summary should address each major cost element, the major deficiencies with
the original offer and how they were addressed. Additionally, the Leasing Specialist should
include rate changes and critical changes for every iteration of the offer.

e Make sure the PNM covers modifications in accordance with SFO amendments.

e The most significant facts or considerations controlling the establishment of the negotiation
objectives and the negotiated agreement, including an explanation of any significant
differences between the negotiation objective and the agreement.

Documentation of Fair and Reasonable Pricing

The Leasing Specialist must document in the PNM whether prices are fair and reasonable by

comparing; the apparent successful offer against:

e Competing offers received in response to the SFO;

e Negotiation objectives, and

e Any other information not captured during the negotiation objectives process (including Lease
comparables (private sector or GSA lease rates))

d. Recommendation Letter and OA

The Leasing Specialist prepares a letter recommending the space for occupancy as well as a
signed OA reflecting the final negotiated terms and conditions of the lease and submits it to the
agency contact for signature before award. This procedure verifies that
the client agency understands and agrees with the terms of the lease.

PBS Milestone 8:
Signed Agreement

Note: The lease cannot be sent to the successful offeror before the (OA or RWA)

return of an agency-approved OA.

e. Obtain BA53 funding validation

The Antideficiency Act prohibits involving the Government in any obligation to pay money before
funds have been appropriated for that purpose.

The BA53 account is used to pay lessors for
leased space. . Certification of available funds is Get a Building Number
performed after receiving final proposal revisions but

before awarding the lease. If this leased space is new to the

inventory, be sure to get a PBS
inventory system building number.

4. Assemble Lease Contract
Documents

This step provides documentation for Tab VII of the lease file.

When GSA pre-award reviews have been completed, the Lease Contracting Officer drafts the
lease agreement. Most commercial leases use contract documents provided by the Lessor, but in
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GSA lease acquisitions the lessee (the Government) supplies its own documents. The Lease
Contracting Officer is responsible for confirming that the lease is carefully prepared and properly
reflects the understanding of the parties. The documents must carefully reflect all terms and
details agreed to, including revisions or modifications of
terms arrived at during negotiations.

Best Practice

The Leasing Specialist should assemble the lease Check the lease before execution to
contract documents, which incorporate the make certain that the Lessor has not
understanding of the parties. Under GSA procedures, a | Made changes.

lease must include the following:

e Standard Form 2 (SF 2), “U.S. Government Lease for Real Property”;
e The SFO and amendments;

e General Clauses (Acquisition of Leasehold Interests in Real Property) version that was
included with the SFO;

e Required Representations and Certifications submitted by the successful offeror;

e Mutually agreed to Lessor clauses
(deviations approved by the Lease
Contracting Officer);

Approximate vs. Exact Space

¢ Floor plans and legal description of the The SF-2 is a placeholder for several concepts
space that the offeror submitted in its offer; | that will be reconciled later. Examples include:
and

o Approximate versus exact square footage

e Pertinent portions of the offer, such as e Occupancy date
renderings of the building, site plans,
and/or a subcontracting plan if required.

¢ Rent commencement date

¢ Annual rent based on Tl expenditure.

Create a single document (2 or more copies)
that combines the SF 2, SFO, GSA Form 3517,
GSA Form 3518, etc. All pages of the lease must be numbered and stamped for the offeror to
initial.

5. Lease Award Process

Awarding a lease means creating a legally binding agreement with terms and conditions that GSA
and the Lessor must honor. It obligates the Lessor to provide the stated space and services
required by our client agency, and obligates the Government to pay the agreed amount in rent.

a. Successful Offer

The acceptance of the offer and award of the lease occurs upon execution (signing) of the lease
by the Lease Contracting Officer and mailing or otherwise furnishing written notification of the
executed lease to the successful offeror. The steps below outline the lease award process.
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b.

Send a pre-award lease transmittal letter to the apparent successful offeror. The letter
identifies the offeror as the apparent successful offeror and is accompanied by two copies of
the proposed lease. (Keep an additional copy of the lease for the GSA lease file.) The space
for “Date of Lease” on the SF-2 should remain blank until execution. This letter must be
carefully drafted so that it cannot be construed as the actual lease award, which does not
occur and become binding until execution by the Lease Contracting Officer.

The intended awardee must sign both copies of the proposed lease, with signatures
witnessed; initial every page of the lease and floor plans; and return both copies to GSA.

The Lease Contracting Officer checks the lease page by page to make sure that no changes
have been made to the contract. The Lease Contracting Officer executes both copies of the
lease, initials all pages, and inserts the date in the “Date of Lease” space on the upper left of
the SF-2 form.

One signed copy is sent to the Lessor using a transmittal letter.

The Leasing Specialist scans the lease into eLease.

Notify Unsuccessful Offerors

The Lease Contracting Officer must notify unsuccessful offerors in writing when their offers are
excluded from the competitive range or eliminated from the competition. Within 3 days of award,
the Lease Contracting Officer must notify the offerors whose proposals were within the
competitive range but were not selected for award. Post-award notices and rejection letters must
be sent to each unsuccessful evaluated offeror and must include the name of the official awardee
and the rent rate accepted. Other information may be included as necessary and at the discretion
of the Lease Contracting Officer.

Post award notices must include:

C.

The number of offerors solicited;
The number of proposals received;
The name and address of each offeror receiving an award;

The items, quantities, and any stated unit prices of each award. If the number of items or
other factors makes listing any stated unit prices impracticable at that time, only the total
contract price need be furnished in the notice. However, the items, quantities, and any stated
unit prices of each award shall be made publicly available, upon request.

The reason(s) the offeror’s proposal was not accepted, unless the price information described
above readily reveals the reason. In no event shall an offeror’'s cost breakdown, profit,
overhead rates, trade secrets, manufacturing processes and techniques, or other confidential
business information be disclosed to any other offeror.

FedBizOpps Synopsis of Award

Notification of contract awards is important for keeping the public informed of how the Federal
Government is spending tax dollars, and for allowing potential subcontractors to learn about
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projects and provide the opportunity for them to make bids. It is the job of the Lease Contracting
Officer or Leasing Specialist to synopsize awards when
appropriate.

) Best Practice
FAR 5.301, “Synopses of Contract Awards,” describes

the procedures for releasing award information. The Post the lease contract award on

FAR requires GSA to publicly disclose any lease FedBizOpps within 1 week of making the
contract awards exceeding $25,000 (in aggregate rent) | 2Wward—sooner, if possible.

that are likely to result in the award of any subcontracts.
All awards for leased space are considered likely to
result in the award of subcontracts, with the exception of those for parking.

d. Debriefing/Protests

Conducting Debriefings

Requests for debriefing are handled in accordance with FAR 15.506. In general, GSA must
debrief any unsuccessful offeror from which GSA has received a written request within 3 days
after the offeror received notification. The debriefing should take place within 5 days after GSA
receives the request.

During the process of informing non-selected offerors why they were not selected, it behooves
the Lease Contracting Officer to be as forthcoming as possible to the offerors and express
appreciation for their effort and time. This cultivates a partnering environment between the
Government and marketplace fostering an understanding of Government needs and processes
that is likely to enhance future procurement competitiveness. It also serves to assuage an offeror
who may be disappointed in the outcome and provide an adequate level of transparency to
dissuade a potential protest.

Debriefings of offerors may be done orally, in writing, or by any other method acceptable to the
Lease Contracting Officer. The Lease Contracting Officer should normally chair any debriefing
session held, with individuals who conducted the evaluations providing support. At a minimum,
the debriefing information must include:

e The Government’s evaluation of the significant weaknesses or deficiencies in the offeror’s
proposal, if applicable;

e The overall evaluated cost or price (including unit prices) and technical rating, if applicable, of
the successful offeror and the debriefed offeror, and past performance information on the
debriefed offeror;

e The overall ranking of all offerors, when any ranking was developed by the agency during the
source selection;

e A summary of the rationale for award; and

e Reasonable responses to relevant questions about whether source selection procedures
contained in the solicitation, applicable regulations, and other applicable authorities were
followed.
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The debriefing should not make point-by-point comparisons of the debriefed offeror’s proposal
with those of other offerors, and must not reveal any

information prohibited from disclosure or exempt from
release under the Freedom of Information Act. Such Accommodating Late Requests
information includes:

An offeror that fails to submit a timely

request is not entitled to a debriefing.

e Trade secrets; The request may still be accommodated.

This delay, however, does not

e Privileged or confidential manufacturing processes | automatically extend deadlines for filing
and techniques; 2 [FOIEE

e Commercial and financial information that is privileged or confidential, including cost
breakdowns, profit, indirect cost rates, and similar information; and

e The names of individuals providing reference information about an offeror’s past performance.

An official summary of the debriefing must be included in the contract file.

Protests

In the event of an award protest, the Lease Contracting Additional Protest Information
Officer must consult with the Office of Regional Counsel. Further information about handling
Award protests are handled in accordance with GSAM protests can also be found in Form
533.1 and FAR 33.1. Use of alternative dispute resolution | 3516.

methods outlined in Executive Order 12979, “Agency

Procurement Protests” is encouraged for both pre- and

post-award protests. Protests must be received within 10 days after contract award or within 5
days after a debriefing date offered to the protester under a timely debriefing request. Protests
are discussed further in Chapter 22, Claims and Disputes.

e. Distribution of Lease Copies

The original executed lease is placed in the lease file. The Lease Contracting Officer should
provide copies to local and headquarters representatives of the client agency; the GSA field office;
FPS; and other appropriate team members so that they can take further necessary actions
regarding space layout and design, alterations, move coordination, telecommunications planning,
space security, and supporting service or utility contracts.

f. Post-Award Notifications

Prepare COR Designation Letters

In the GSA organization, once a lease is awarded the COR assumes responsibility for lease
management. The COR designation can be applied to

any person with the qualifications and training needed to

administer the lease. Unless the Lease Contracting Net Leases

Officer will enforce and administer the lease, a COR Don't forget to notify the Property

must be designated. See Chapter 17, Lease Manager that they need to set up a
Administration. utility contract.
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Government-Provided Services

Inform the Property Manager if the Lessor has declined to provide any essential services, such as
utilities, so the Property Manager can make the necessary arrangements.

Posting of Justifications for Other Than Full and Open Competitions

Section 844 of the National Defense Authorization Act for Fiscal Year 2008 stipulates the
requirements regarding the public availability of justification and approval documents after the
award of Federal contracts, except for information exempt from public disclosure.

A posting of the award for all leases and supplemental lease agreements awarded from an OTFO
competition must be advertised in FedBizOpps. That policy requires publication of such
justifications within 14 days after lease award. The FedBizOpps website’s Frequently Asked
Questions (FAQs) webpage provides guidance on how to search for documents and upload
OTFO documents (which are referred to on the FedBizOpps website as “Justification and
Approval” or “J&A”"). In the case of lease awards permitted on the basis of unusual and
compelling urgency, Lease Contracting Officers must publish these justifications within 30 days
after lease award.

Lease Contracting Officers, in consultation with the Office of Regional Counsel, must screen all
justifications before publication to remove contractor proprietary data, references, and citations as
needed to protect the proprietary data in accordance with the Freedom of Information Act.
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After award of the lease, several actions occur to make the space ready for occupancy by the
client agency. The overall goal is to take space from the raw “building shell” condition to a
finished, usable state by constructing and installing the finishes and fixtures known as “tenant
improvements” (TIs), which are funded by the Tl allowance in the lease.

a. Shell Definition

The PBS shell definition is found in its entirety in the lease SFO and Pricing Guide
(http://www.gsa.gov/graphics/pbs/Pricing_Desk_Guid
e_4th_Edition.pdf). Among the items included in the

shell cost are the completed base structure and The “Warm Lit Shell”
enclosure components. In ggnera_l, the“SFO specifies | tre GsA definition of a “warm lit shell”
that unless an item is specifically identified as a may vary from industry definitions. The
tenant improvement, it is considered a shell item. SFO defines exactly what we mean.

b. Tenant Improvements

Tls encompass the initial improvements to the shell that are performed to deliver the leased
space. They are distinct from later alterations that occur during the lease term, which are funded
from different sources (discussed in Chapter 8, Alterations).

The following are the major steps in this part of the process:

e Design layout preparation—Design intent drawings (DIDs) for the tenant improvements are
generally prepared by the Lessor. Once they are approved, the Lessor finalizes construction
drawings (CDs) for building out the space.

e Tl submittal, review, negotiation, and notice to proceed—The Lessor submits proposed
competitive pricing of Tl costs. Upon review and approval, GSA authorizes the Lessor to
proceed with construction.

The following illustration shows the space design and build-out process. Each step label is linked
to the section that discusses the topic.
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2. Setting Up Post Award

a. Capability to Perform

After award, the winning offeror must provide additional information regarding its capability to
perform the lease, including:

1. A firm commitment of funds in an amount sufficient to perform the work. Within 30 days from
lease award, the winning offeror must provide a conditional commitment of funds, equal to or
greater than the tenant improvement allowance. A firm commitment of funds must be
delivered to the Lease Contracting Officer within 60 days of award. After final acceptance and
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mutually agreed measurement of the leased space, recertify the availability of funds. It is
necessary at this point to capture changes to the acceptance/effective dates, square footage,
rental amount, or fiscal year crossover.

2. The names of at least two proposed construction contractors, as well as evidence of the
contractors’ experience, competency, and performance capabilities with construction similar
in scope to that required.

3. The license or certification to practice in the state where the facility is located from the
individuals and/or firms providing architectural and engineering design services.

Failure to meet any of these scheduled actions may be considered grounds for terminating the
contract for default. The Office of Regional Counsel will review issues arising during contract
administration that affect job progress, and the Lease Contracting Officer should consult them as
needed.

b. Move Coordination

Client agencies are responsible for funding their own physical moves and telecommunication
costs. Client agencies in both federally owned and leased space can expect to fund all move
costs at the end of their OA term.

c. Project Management Support

GSA has established guidelines regarding the issues that Leasing Specialists need to consider
when allocating resources to support the construction/project management phase of lease
projects (size, complexity, availability of local GSA associates and/or IDIQ contractors, etc.).
Among the primary concerns is that the Leasing Specialist have access to those with sufficient
technical expertise to adequately oversee the Lessor’s construction activities. See the “Criteria for
Tenant Improvement (TI) Project Management Support” in Appendix C.

d. SBA Verification—Certificate of Competency

Another concern is whether a small business is competent to perform the services that the SFO
requires. For example, a small business firm may be the low offeror in terms of price, but the
Lease Contracting Officer may judge that it lacks the capacity, or some other element of
responsibility, to fulfill the acquisition, and therefore would not be awarded the contract. If a small
business is found non-responsible, the procedures found in FAR 19.6 apply. The Lease
Contracting Officer must notify the SBA, which would then review the small business’s
responsibility. If the result is favorable, the SBA issues a certificate of competency that in effect
reverses the Lease Contracting Officer's decision regarding the prospective contractor’s lack of
responsibility.

e. Green Lease Requirements

The green lease or sustainability requirements of our leases are important and sensitive to our
customers, our stakeholders, and the general public. Therefore, post-award activities must
include review and enforcement of these requirements.
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3. Design Intent Drawings (DIDs)

a. Purpose

DIDs are drawings that show partitions and doors, schematic demolition, voice, data, and
electrical outlet locations, level of finishes, generic furniture layout, and any additional details
necessary to communicate the “design intent” to the Lessor’s architect for the purpose of
preparing construction documents.

It is important to manage customer expectations regarding the design features. All design
elements will have consequences for the build-out costs. The DIDs are also an opportunity to
make sure that the agency takes full advantage of the Tl allowance to improve its final use of the
space.

Design intent drawings are developed using the drawings provided by the Lessor. They detail the
tenant improvements to be constructed by the Lessor within the Government-designated area
and become the basis for the final construction drawings. DIDs do not contain mechanical,
electrical, or plumbing specifications or drawings. They do not carry furniture or computer and
telecommunication specifications; nor do they contain signage, artwork, keying, or hardware
schedules.

b. Preparation

The lease specifies whether the DIDs are prepared by the Lessor or the Government.
e Lessor—Lessors typically prepare DIDs as part of shell rent. This approach generally offers
an acceptable delivery time, and uses the expertise of professional architecture/engineering

staff who are familiar with the building. In this approach, however, the Lessor may offer
design features or items whose cost will exceed the Tl allowance.

e Government

o GSA—GSA may use in-house space
planners or contract services to prepare

the DIDs. These services are paid by the Start This Discussion Early
client agency via RWA. The SFO should The issue of who will prepare the DIDs
reflect that the Government will prepare should be broached early in the lease
and provide the DIDs to the Lessor so the acquisition process, during initial

client agency has a potentially lower shell requirements development. The selected

rent. This approach may gives GSA more approach should be stated in the SFO.
control over the schedule. However, The choice will affect design meeting
planning is required to allocate technical SENEIES £t selnselilizs.

resources and/or funding availability.

o Client agency—The client agency is familiar with its space and design requirements.
However, GSA has less control over the schedule and delivery date. If the client
agency prepares the DIDs, the SFO must reflect that the Government will prepare
and provide the DIDs to the Lessor so the client agency has a potentially lower shell
rent.
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Remember to consult with your concessions coordinator during DID preparation for any Randolph
Sheppard requirements.

c. DID Review Process

For Security Level 3 clients in single-tenant buildings and Security Level 4 clients, DIDs should be
treated as sensitive but unclassified (SBU) documents. Ideally, however, GSA and the agency
should have determined whether this procurement (or particular drawings) involved SBU
information early on, during assessment of the agency’s special needs and requirements.

Fire Life/Safety Reviews

DIDs should be submitted to the GSA Fire Protection Engineer for review and approval. This
review will examine furniture plans, and other details that show exit paths, emergency lighting,
and sprinklers. Any changes to layout or DIDs from fire and life-safety and/or FPS review must be
re-submitted to the client agency for concurrence.

The client agency must approve DIDs by signature or email, and the Lessor cannot proceed to
other steps until it receives final approved drawings from the Lease Contracting Officer.
d. Interior Finishes

Interior finishes should be provided by the Lessor and selected by the agency during design.
Sample selections should be documented in the lease file. The Leasing Specialist should seek
technical expertise to confirm that the finish selections chosen comply with the SFO standards.

4. Construction Drawings (CDs)

a. Definition and Purpose

Construction drawings (CDs), which are sometimes referred to as “working” or “sealed” drawings,
provide the specifications, engineering calculations, and construction details necessary to
construct the space. They are also the basis for determining code compliance, obtaining building
permits, evaluating contractual performance, and determining legal liability for occupants’ safety
and welfare. CDs reflect both the lease requirements and specifications in the DIDs. They must
also conform to accessibility standards in the lease.

b. Preparation

GSA must send a letter to the Lessor transmitting approved DIDs and also requesting that CDs
be developed.

c. GSA Review Process

GSA and the client agency review the CDs. The Leasing Specialist will engage a design
professional either in-house or contract to review these documents for input and comment.
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The GSA review is not an “approval.” It is limited to
evaluating the construction documents’ conformance Fix It Now

to the specific_ requirements pf the Ieas_e and to the Carefully reviewing the DIDs and CDs for
approved design intent drawings, and it must be adherence to the SFO will avoid costly
completed within the time frame specified in the lease. mistakes and change orders. It's less
Should the GSA or the client agency require that expensive to find and correct mistakes
modifications be made to the Lessor’s construction on the CDs now than to discover them
documents, GSA will provide this notification in writing after construction begins.

to the Lessor, and will request a specific time period to
correct all noted defects before a subsequent review.
Preparation of the construction drawings is priced as part of the Tl allowance.

Upon completion of any required corrections, GSA ascertains conformance of the construction
documents to the design intent drawings. Regardless of GSA'’s review of the construction
documents, the Lessor is solely responsible and liable
for the technical accuracy of the construction
documents in meeting all requirements and provisions CDs Don’t Belong in the Lease
of the lease and the Government-approved design
intent drawings. The Lessor then obtains the necessary : - :

. - . construction drawings into a lease. Doing
permits and may begin construction of the shell space. 50 shifts unnecessary risk to the
The tenant improvement cost negotiation must still take | Government.
place. As part of the CDs, the Lessor’s architect will
produce the finish schedule.

It is not appropriate to incorporate

5. TI Negotiation

a. TI Bid Process

According to FAR 15.406-3, the Contracting Officer must document in the contract the required
and the principle elements of the negotiated agreement to demonstrate fair and reasonable
pricing. The Contracting Officer and Lessor can negotiate the final cost of Tl based either on
detailed cost or pricing data, or on the results of a competitive proposal process handled by the
Lessor.

FAR 15.406-1 states, “The Contracting Officer shall establish pre-negotiation objectives before
the negotiation of any pricing action.”

Competitive Process

Evidence of Competitive Bidding Process or Cost or Pricing Data for Tl Costs. This may be a
letter or e-mail from the Lessor, a copy of the bids obtained (three competitive bids), cost and
pricing information if applicable, etc. See FAR 15.400.

In lieu of submitting detailed cost or pricing data and entering into negotiations to determine a
final cost for the subject work, the Government may negotiate a price based upon the results of a
competitive proposal process. In this case the following conditions must be met:

e The Tenant Improvements scope of work includes the lease, the SFO, all SFO attachments,
the construction drawings/documents, and written specifications. In cases of discrepancies,
the Lessor must immediately notify the Lease Contracting Officer for resolution. All
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differences will be resolved by the Lease Contracting Officer in accordance with the terms
and conditions of the lease.

¢ No building shell items must be included in the pricing for the Tenant Improvements.

e Each proposal must be submitted in the attached Tenant Improvement Cost Summary table
by the proposed general contractors (or subcontractors) and reviewed by the Government.
The general contractors must submit the supporting bids from the major subcontractors. The
Government reserves the right to determine whether bids meet the scope of work, that the
price is reasonable, and that the Lessor’s proposed contractors are qualified to perform the
work. The Government reserves the right to reject all bids, at its sole discretion.

e A minimum of two qualified general contractors must be invited to participate in the
competitive proposal process. Each participant must compete independently in the process.
In the absence of sufficient competition from the general contractors, a minimum of two
qualified subcontractors from each trade of the Tenant Improvement Cost Summary table
must be invited to participate in the competitive proposal process.

e The Government reserves the right to be represented at all negotiation sessions between the
Lessor and potential contractors.

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

e The Lessor must complete the competition and the cost proposal process in the time frame
specified in the “Construction Schedule of Tenant Improvements” paragraph in the SFO.

e Once the Government determines that there is adequate competition, and upon the
Government'’s acceptance of the Lessor’s cost proposal based upon that competition
(provided the Lessor selects the competition’s lowest priced bid of a contractor qualified to
perform the subject work), the Lease Contracting Officer must issue to the Lessor a notice to
proceed for the work.

e The Lessor must complete the work within the time frame requirements illustrated in the
“Construction Schedule and Acceptance of Tenant Improvements” paragraph in the SFO.

CORS should consult with their regional A/E or estimator to determine an acceptable range for
the Lessor’s overhead and profit fees.

Tenant Improvements Cost Summary (TICS) Table

Lease build outs for general purpose office space tenant build out or alterations in existing office
space must use the TICS table as a tool for calculating and recording a Lessor’s proposed tenant
improvement (Tl) and shell costs.

An Independent Government Estimate using the same TICS table must be provided using Design
Intent Drawings along with construction documents, if available, or other scope documents with
sufficient detail for estimating purposes.
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The TICS table segregates Tl from Shell costs per the Pricing Desk Guide to eliminate the
inclusion of shell improvements in Tl costs. The cost segregation is also helpful for conducting
negotiations.

The table is closely modeled after the Construction Specifications Institute’s (CSI’'s) Masterformat.
The table allows for the functional elements of alterations to be clearly separated into shell and Tl
categories and makes price evaluation more intuitive and standardized.

Completion of the table is self-explanatory. The Lessor inputs the proposed costs for each of the
indicated elements, which are broken out into shell and Tl categories. The Lessor then submits
the completed table using the instructions set out in the solicitation for offers Tenant
Improvements Pricing Requirement paragraph.

In addition, the table outlines all the respective trades that must be represented for a competitive
proposal process among subcontractors for Tl work, if there is an absence of sufficient
competition from the general contractors. FAR 15.406-3 states that the contracting officer must
document in the contract file the principal elements of the negotiated agreement as well as
provide required elements. Further, it requires documentation for fair and reasonable pricing. The
TICS table provides a practical tool for meeting these requirements.

b. GSA Reviews

The Leasing Specialist with appropriate technical support should review the competitive bids to
determine their reasonableness. The following items should be considered in reviewing Tl
requirements:

e Confirm that the Lessor received bids from two or more general contractors or that the
general contractor received bids from two or more sub-contractors for each major discipline.

e Confirm that Tl and shell bids were broken out in a TI Cost Summary (TICS) Table.
e Confirm that shell items are not included in Tl costs.

e Review the Tl bid against an Independent Government Estimate (IGE) if applicable.
e Check that fees align with those stated in the offer.

e Check whether fees were negotiated pre- or post-award.

c. Negotiation

Once the reviews are complete, the Leasing Specialist should inform the Lessor of any
discrepancies. Revised bids may be required in order to comply with the above parameters. Any
revised bids should be reviewed to verify that price adjustments were made and bids are in
compliance. The Leasing Specialist should also note if any the bids failed to comply or if all
bidders submitted revised bids and competition was maintained until the end of the process

Even if the bids are lower than the Tl allowance, the Leasing Specialist must negotiate with the
Lessor to verify that the lowest bid is fair and reasonable as it is in compliance with the above
parameters. The Leasing Specialist may request technical support to assist during negotiations.
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TI PNM

This step produces documentation for Lease File Tab VII.

FAR 15.406-3 states, “The Contracting Officer shall document in the contract file the principal
elements of the negotiated agreement,” as well as providing required elements. It also requires
documentation on pricing used by the Lease Contracting Officer to determine that pricing is fair
and reasonable.

Appendix C contains a template for a PNM to document the fair and reasonable pricing
determination. It contains nonprinting blue instructional text to assist those preparing the PNM for
the Lease Contracting Officer’s signature. This template is available in eLease. An alternative
document may be used, but it must conform to the FAR Part 15.4 requirements.

The Leasing Specialist or contract support person must prepare the PNM and obtain the Lease
Contracting Officer’s signature before issuing a Notice to Proceed (NTP) for tenant improvements.

6. Notice to Proceed (NTP)

The notice to proceed can be granted if:
e Competition for the construction contract award is deemed adequate.

e The Lessor’s cost proposal is accepted (it is based on the lowest bid by a qualified contractor
and determined to be reasonable).

e Final DIDs are approved, and all CDs are completed.

e Funds are available. Funds are secured via a signed occupancy agreement and/or RWA. The
Leasing Specialist must reconcile (match) Reimbursable Work Authorizations received
against the Tenant Improvement Allowance.

e Set up pre-construction meeting.

The notice is given in writing and binds the Government contractually. The content of the notice
letter depends on whether the construction contract was awarded competitively or on the basis of
cost and pricing, and whether the cost is below or exceeds the Tl allowance. If it exceeds the Tl
allowance, the notice must be accompanied by an SLA. The notice must state the price that has
been agreed upon, not a “not to exceed” figure.

a. Notice to Proceed (NTP) Letter

Most leases contain language requiring a Lease Contracting Officer to issue an NTP upon
determination of adequate competition (or per the FAR, cost and pricing data in the absence of
competition) and acceptance of the cost proposal.

Appendix C contains a template NTP letter. It contains nonprinting blue instructional text to assist
those preparing the NTP for the Lease Contracting Officer’s signature. This template is available
in eLease. An alternative document may be used, but it must contain essentially the same
information.

2.6-10 PBS Leasing Desk Guide
This page last revised: 9/30/2010



CHAPTER 2: New or Replacing Lease

G S‘f\ Design, Tl Negotiations, and Notice to Proceed

6. Notice to Proceed (NTP) &

b. TI Overage

In many cases, the actual Tl cost exceeds the Tl allowance. Leasing Specialists must keep the
client agency apprised of this during negotiations. Before issuing the NTP, the Leasing Specialist
must confirm that the client agency has authorized this additional expenditure and obtained
sufficient RWA funds for the excess Tls. Under these circumstances, an SLA ordering the excess
Tls must accompany the NTP. At the time of NTP, the amount obligated by the SLA or letter must
be entered into Pegasys to account for the obligation against the RWA and to get the Pegasys
Document Number (PDN). The overage amount and PDN must be documented in the SLA.

Appendix C contains a template SLA to order excess TIs. It contains nonprinting blue instructional
text to assist those preparing the SLA for the Lease Contracting Officer’s signature. This template
is available in eLease.

TI-RWA Tracker

GSA uses a spreadsheet template to track obligations against the RWA. Additional guidance in
elLease deals with amending RWAs and verifying that charges are made against the right RWA.

1.

Using the TI-RWA workbook (see Appendix C for link), enter the Lessor’s cost proposal on
the Tl Tracker sheet. Use this spreadsheet to summarize changes to the Lessor’s Tl cost
proposal, whether by application of unit prices contained in the lease or by negotiations. In
instances where the NTP for tenant improvements is for an amount less than the Tl
allowance, some changes during construction may be charged against the available TI
allowance. Use the Tl Tracker to make adjustments in the appropriate Uniformat system
element so we always know the TI amount expended.

The cells for the Lessor's fees do not contain formulas since the basis for the fees may vary
from one project to another. Enter the correct formula or amount as needed. The
ANSI/BOMA Office Area (ABOA) square feet, the Tl allowance, and the adjusted Lessor’s
costs will carry over to the RWA Input sheet and the RWA Tracker sheet.

Once the Lease Contracting Officer determines that the offered Tl cost is fair and reasonable,
prepare the TI PNM, the NTP, and, if needed, the SLA to order excess Tls once we receive
an RWA from the agency as well as its concurrence for the expenditure.

If the Lease Contracting Officer receives RWAs from the agency for a project, use the RWA
input sheet to enter the RWA number, the date PBS accepted the RWA, and the RWA
amount and purpose. Once GSA obtains the RWA number from IRIS, provide the agency
with a copy of the RWA that includes the RWA number, its signature, and PBS’s signature.

Once the Lease Contracting Officer inputs RWA information on the RWA input sheet, the
RWA Tracker sheet will provide the available balance of the RWA funds.

If the Lease Contracting Officer orders additional items after issuance of the NTP, GSA must
always evaluate those additional costs to determine that they are fair and reasonable.

GSA must always obtain prior concurrence from the agency before expending any funds in
the RWAs. Appendix C contains a template for obtaining the agency’s concurrence.

The Lease Contracting Officer must always obtain a Pegasys Document Number before
ordering any alterations or other items using the RWA funds and must record the obligations
against the RWA at the time incurred. Do not wait until the space is accepted to enter the
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ordered items and amounts into Pegasys, as this understates the Government’s financial
obligations.

9. The Lease Contracting Officer be sure that to use RWA funds intended for the project at hand.

10.

11.

12.

Do not charge one RWA with expenses for another project until such time as the agency has
properly amended the original RWA to allow expenses for the project at hand.

In many instances, GSA receives RWAs for costs other than TIs in connection with the
project. If this is the case, be sure that any orders for items such as systems furniture and
move contractors are shown on the RWA Tracker so an accurate balance is always available
to the customer agency. Coordinate these orders with the ordering associate and provide the
RWA available balance to that associate.

Each time the Lease Contracting Officer places an order against an RWA, provide an
updated copy of the RWA Tracker to the customer agency for its records. This tool enables
GSA to tell our customer agencies how we spent their money and the amount of any
available balance. The RWA Tracker was designed to coordinate that information for both
PBS’ and the agencies’ financial books.

Since GSA will be tracking all RWA expenditures, the agency will also have a running total of
the TIs, so reconciliation and preparation of a final OA will not be delayed at space
acceptance. RWA administration requires consistent and timely communication between the
Leasing Specialist and the budget analyst.
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1. Overview

The construction phase of the project—which begins after the Lease Contracting Officer issues a
Notice to Proceed for the tenant improvements—involves the build-out of the space by the Lessor.
This part will discuss key elements of this phase, which include the construction kickoff meeting,
progress inspections, changes orders, and the acceptance inspection.

Technical support is integral to the success of this phase of the project. The Leasing Specialist
must work cooperatively with team members; field office representatives, engineers, space
planners, and others throughout this phase to note construction progress and deficiencies.

The following illustration shows the construction phase. Each step label is linked to the section
that discusses the topic.
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2. Kickoff Meeting

The kickoff meeting is an important part of the construction phase, as it establishes the protocol
and expectations for all team members for this part of the process. The timing of this meeting is
important; it should occur before commencing any TI construction but after the Lease Contracting
Officer has issued the Notice to Proceed. The sections below discuss the proposed attendees
and agenda.

a. Attendees

The complexity of a project may determine the appropriate attendees. The following people
typically attend:

e GSA Leasing Specialist and/or Lease Contracting Officer;

2.7-2 PBS Leasing Desk Guide
This page last revised: 9/30/2010



CHAPTER 2: New or Replacing Lease

G Slé\ Construction Phase

2. Kickoff Meeting e

GSA Technical Team (engineer, space planner, etc.);
GSA field office representative;
Agency representatives;
FPS inspector;
National broker (if applicable);
Construction manager (CM), if applicable;
Lessor:
o Lessor’s general contractor (GC);
o Lessor’s Architect;
o Lessor’'s Project Manager (PM);

o Lessor’s subcontractors.

b. Agenda

The main purpose of the kickoff meeting is to establish roles, responsibilities, procedures, and the
construction schedule. The following are typical agenda items for the kickoff meeting:

Introductions and attendance;

Roles and responsibilities: Establish points of contact (phone numbers, emails, etc.), roles,
and decision-making individuals for Lessor and GSA team;

Change order procedures: Emphasize that the Lease Contracting Officer is the only person
authorized to approve change orders and obligate additional funds;

Construction schedule review: Identify any critical time frames when a progress inspection
should occur (such as before drywall is installed);

Progress inspections, reports, and construction meetings schedule: These time frames are
referenced in Section 5.0 of the SFO, in the Progress Reports paragraph;

Review of finish selections or finish selection and approval process;
Furniture delivery and installation timing in relation to construction schedule;
Phone, data, and security systems installation in relation to construction schedule;

Unique security concerns (controlled access, clearance of workers, and safeguarding
Sensitive But Unclassified information);

Material Safety Data Sheet (MSDS) submittals (if necessary and applicable);
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e Walk-through of space.

c. Meeting Minutes

Meeting minutes must be taken at the kickoff meeting and any subsequent construction meetings.
In accordance with Section 5.0 of the SFO, Progress Reports paragraph, the Lessor is
responsible for taking and distributing minutes of these meetings.

d. Other Items

If the Labor Standards paragraph is in Section 1.0 of the SFO and applies to the offered space,
the submittal process for Davis-Bacon Interview Forms and Wage Payment should also be
discussed (GSAM 522.406 and
http://www.armet.gov/GSAM/current/html/Part522.html#wp1859266). Please see Chapter 14,
Lease Construction, for more information.

If a subtracting plan was required as part of the offer, Standard Forms 294 and 295, Reporting on
Subcontracting Goals, should also be discussed. (See
http://pbsportal.pbs.gsa.gov:7777/portal/page?_pageid=80,110603& _ dad=portal& schema=POR
TAL.)

3. Progress Inspections

During construction, the Government may conduct regularly scheduled progress inspections or
inspections at critical points. Though Leasing Specialists will not always conduct progress
inspections, they will need to stay informed of any issues these inspections uncover before the
build-out is completed.

Periodic progress inspections are important for:
Right of Access

o Verifying compliance with the lease construction The SFO specifies that the Government

schedule and lease construction drawings; and may access any space within the
building during interior construction to
e Observing the quality of construction work, and perform inspections or install
reducing the amount of costly rework. Government-furnished equipment.

The Lessor should record minutes for each meeting
with GSA regarding progress inspections. During construction, if the Lessor discovers instances
where the Government’s directives conflict, the Lessor should immediately notify the Lease
Contracting Officer so that the Government can decide to how to proceed beyond the building
shell.

Each project may have specific items that are important to observe during a progress inspection.
The following items are some examples:

e Wall locations or any critical “hold to” dimensions;
o Wall type (perimeter walls/slab to slab/ceiling height);

e Progress of work (in line with construction schedule);
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o Ballistic material under the drywall;

e  Wire mesh;

e Soundproofing;

e Outlet locations (core drills);

e Cabling;

e HVAC units (such as those dedicated to a server room); and

e Restroom ABAAS compliance.

4. Change Orders

Technically, a change order is a “unilateral written order by a project owner directing the
contractor to change contract amount, requirements, or time. Such changes must be within the
scope of the contract and in accordance with the contract’s changes clause to be legally
implemented without the consent of the contractor.”” GSA more broadly includes changes
requested by the Lessor in the definition. Any costs associated with a change must be
determined to be fair and reasonable. A change may also result in a reduction of costs to the
Government.

As indicated in the definition above, when GSA orders a change from a Lessor (or agrees to a
change initiated by a Lessor), the Lease Contracting Officer must provide a written order to the
Lessor identifying the scope of the change, costs, schedule, and any other pertinent provisions. If
a change results in neither a cost or schedule modification nor a devaluation of the products and
services to which the Government is entitled under the lease, GSA may issue a no-cost change
order to the Lessor. In any case, the lease and/or design documents should be updated to reflect
the change.

a. Lessor Changes

Whenever a change is initiated by the Lessor, the Lease Contracting Officer should be notified
and apprised of the scope of the change. The Leasing Specialist and/or Lease Contracting Officer
can then discuss the implications of the change with the client agency to confirm that the client’s
goals can still be accomplished. If not, the Leasing Specialist and/or Lease Contracting Officer
should discuss with the Lessor alternatives that will be acceptable to the client and, if possible,
mutually beneficial to the Lessor. If it becomes necessary for the Government to compromise any
lease requirement to accommodate the Lessor, the Leasing Specialist and/or Lease Contracting
Officer should expect and require an equivalent value of compensation from the Lessor, either
monetary in the form of reduced rent or other benefit of equal or greater value to the Government.
All changes should be memorialized in the lease through a Supplemental Lease Agreement and
in the design documents.

2 BusinessDictionary.com
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In some cases, the Lessor may suggest changes that will enhance the Government’s beneficial
occupancy but for which the Lessor derives no direct benefit. In these instances, the concepts
under “Government Changes” below should be employed.

b. Government Changes

When a change is initiated by GSA, it is generally on behalf of the client agency and usually the
result of a refinement of the agency’s mission, a change in requirements or of value engineering.
The scope of the change must be clearly written and provided to the Lessor for pricing. It may be
necessary to require the Lessor to provide drawings or other submittals sufficient for GSA to
determine that a meeting of the minds has been achieved regarding the change desired. GSA
should be prepared to remunerate the Lessor for design costs, even if a change order is not
ultimately issued. The Leasing Specialist and/or Lease Contracting Officer should negotiate the
design costs with the Lessor in advance, notify the agency of the costs, and secure funding
before issuing a notice to proceed with design.

As with design costs, GSA requires that the agency execute an updated Occupancy Agreement,
RWA, or other funding instrument before issuing the change order to the Lessor. Additionally, the
following considerations apply:

e A change order must be reviewed and approved in writing or, in an emergency, orally, and
then confirmed in writing by the Lease Contracting Officer.

e Payment for change orders must be discussed and agreed upon by the Government and
Lessor before the work is started. The discussion must determine whether the Government
will be paying lump sum via an RWA or whether the cost will be amortized through the rent.

e The tenant agency cannot request a change to the scope of the project that will result in
additional costs unless approved in writing by the Lease Contracting Officer. If the Lessor
makes changes to the scope of the project on the request of the tenant agency, completes
the work, and does not get advance approval in writing by the Lease Contracting Officer, then
the Government is not liable for the cost of those changes. This should be conveyed to the
Lessor during the first construction meeting.

e The Lessor or its architect/general contractor must maintain a change order log and keep it
current throughout the term of the project.

e Change orders must be substantiated by an IGE to determine that pricing is fair and
reasonable. The pricing for the change order does not have to be automatically accepted; it
can and should be negotiated.

e The change orders and payment for them must be memorialized in a Supplemental Lease
Agreement either as they occur or at the completion and final reconciliation of the project.

e Government change orders may not be initiated by anyone other than the Lease Contracting
Officer.

An oversight in the Lessor’s preparation of Tl pricing does not constitute a change in costs to the
Government. However, if a Lessor’s request for additional payment in a particular instance is fair
reasonable considering the total Tl costs, and if funding is available from the client agency, the
Lease Contracting Officer may consider it prudent to compensate the Lessor.
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If the agency missed something in its original requirements or DID, it should be advised that this
change could result in additional costs and that it will be at the agency’s expense.

If unforeseen or unforeseeable costs are incurred during the construction phase, the costs of any
potential change orders should be discussed with the agency and agreed upon with the Lessor
before issuance. For instance, if the Lessor was not aware that it had to get a floor x-rayed before
core drilling, then the cost for the x-ray would be discussed and negotiated.

5. Acceptance Inspection

In the final inspection for space acceptance, the Government verifies that the space meets all the
performance requirements of the lease agreement and the design intent drawings. This
inspection is a crucial turning point, because it establishes whether the space is “substantially
complete,” meaning that all work has been finished, and the space will

serve its intended function and rent will commence. Extreme care is PBS Milestone 13:
required in arriving at this decision, since failure to notice flaws or Substantial
shortcomings in the construction can have costly ramifications later on Completion

after the client agency has moved into the space.

Conducting the final acceptance inspection consists of the six steps discussed below.

a. Receive Notice from Lessor

Before completing interior construction, the Lessor must advise the Government in writing to
inspect the space. The lease itself will specify the number of days before completion that the
Lessor must issue this notice, and the number of days the Government has to inspect and either
accept or reject it. During construction GSA should be monitoring the schedule, conducting
periodic inspections, and keeping themselves and other stakeholders informed about progress.

b. Invite Inspection Participants

Inspections can be done by the Lease Contracting Officer or designated official, but the Lease
Contracting Officer makes the ultimate decision on accepting space. The schedule for the
acceptance inspection may accommodate the participation of the following parties:

e Leasing Specialist (who may be represented by the technical representative);

e Engineer/CM/space planner;

o Field office representative;

e Agency representative;

e Lessor, possibly accompanied by a general contractor;

e Federal Protective Service;

e Fire Protection Engineer; and
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Broker (if applicable).

d. Inspection and Acceptance

Conducting the inspection involves walking around the interior space, common areas, and
exterior. The Leasing Specialist or designee should make a note of all deficiencies to create a
“punch list” for further action.

The following are the types of issues to look for during
the inspection: Round 'Em Up

. Keep all inspection participants
Measurements—The final measured space must together—everyone’s notes should be

contain the minimum ANSI/BOMA office area based on the same observed evidence.
square footage required by the lease.

The overall condition of the space—Should be
clean, complete, ready to move in.

Finishes—Should be fully installed, with the specified materials, in a workmanlike manner.
Partitions, doors, and hardware—Should be the correct type.

ABAAS compliance—Entrances and ramps, restrooms, elevators. An accessibility checklist
identifies the most common specific issues that need to be considered in designs. They
involve parking, entrances, doors, elevators, drinking fountains, ramps, restrooms, and
miscellaneous other requirements. A full checklist can be found in Appendix B.
Restrooms—Should be fully equipped and stocked, with working fixtures.

Adequate light levels.

HVAC balancing.

Electrical outlets—Should be operable, the correct type, and placed properly.

Special requirements.

Security items, such as blast film.

e. Acceptance Determination

Before GSA can accept the space, it must be “substantially complete.” This means that all work
necessary for the Government’s access, occupancy, use, and enjoyment has been completed,
except for minor matters that don'’t interfere with access, occupancy, use, or enjoyment. If it is not
capable of being used for its intended purpose and delivering its intended benefits, then it is not
substantially complete and GSA may not accept the space.

Additionally, the lease requires the Lessor to provide a valid certificate of occupancy. Some
jurisdictions follow a two-phase process that involves issuing a temporary certificate of occupancy,
which is acceptable. If the local jurisdiction does not issue certificates of occupancy, the Lessor
must have a licensed fire protection engineer verify that the space meets all applicable local
codes and ordinances to provide an acceptable level of safety. It is important to understand that
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the certificate of occupancy is essential and required for GSA acceptance of the space, but it is
not in itself sufficient for that purpose. The certificate of occupancy verifies that the space meets
local legal and code requirements, but it does not verify compliance with the lease.

Documenting the Decision

GSA must document its acceptance decision with the
completed GSA form 1204, Condition Survey Report or Good Practice
similar form signed by the Lessor, client agency, and As dictated by the SFO, the Leasing

GSA. Specialist should get as-built drawings.

If the space is deemed substantially complete, the
Government accepts the space and requests a
schedule for resolving punch list items, and the Lessor
turns over keys to the client agency. The remaining
punch list items and a schedule for fixing them can be documented in an SLA, if the additional
work will go on for more than 7 days or beyond the move-in date.

If the GSA rejects the space as not substantially complete, then GSA must explain to the Lessor
what is required to reach substantial completion. The Lessor should immediately undertake
remedial action and, when the space is ready, issue a subsequent notice to inspect to the
Government.

Provide the field office with copies of all correspondence.

f. Re-inspect as Necessary

GSA does not always accept space after the first inspection. Re-inspect to determine substantial
completion, if the space was initially rejected, or to resolve all remaining punch list items.
Document the items that have been completed, the ones that are still pending, and any new
problems discovered.
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1. Overview

Once GSA determines that the space is substantially complete and accepts it, the official start
date for occupancy and paying rent must be established. GSA must help the client agency plan
and coordinate the dates for its move. Moving in the client agency’s furniture and equipment can
amount to de facto acceptance of the space.

e |ease activation—Upon acceptance of the space, the lease is activated, the client agency
occupies the space, and rent payment begins.

e Project closeout—The lease acquisition project is closed out.

e Post-occupancy deliverables—The Lessor provides a number of standard items after
occupancy.

PBS Leasing Desk Guide 2.8-1
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% 2. Lease Commencement Supplemental Lease Agreement

The following illustration shows the lease commencement and closeout phase. Each step label is
linked to the section that discusses the topic.

Lease Commencement and Closeout

e a\
Acquisition Planning/Pre-
Solicitation Requirements
. l J
e a\
Market Survey Process
. l J
e — a\
Solicitation Process
. l J
Pre-Negotiation/Negotiations
Process
. l J
e — A\ e N
Award Determination Lease commencement
Supplemental Lease Agreement
. l J N\ l J
e ] - ) e i )
Design, Tl Negotiations, and Notice Lease payment and client billing
to Proceed
. l J N\ l J
e . A\ e — N
Construction Phase Close out existing lease
. l J N\ l J
D e i
Lease Commencement and Post-occupancy deliverables
Closeout
N J N\ J

2. Lease Commencement Supplemental Lease
Agreement

The Supplemental Lease Agreement (SLA), GSA Form 276, is the _

vehicle used to change or modify an existing lease for any purpose. In PBS Milestone 14:
this case, it will be used for starting payment of the lease. A typical rent Rent Start
commencement SLA amends the lease by specifying the effective and
expiration dates of the lease, the square footage, and the actual rental rates, which are broken
down to show subcomponents such as shell and operating costs, building-specific security,
amortization of tenant improvements; and giving other rental payment information. Once
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completed and signed by all parties, the Leasing Specialist must transmit the SLA to all who are
listed to get copies on that lease.

3. Processing Lease Payment and Client Billing

The Leasing Specialist must receive a signed OA before a lease or SLA is executed. A previously
signed Pro Forma OA, with each component equal to or greater than the amount to be billed for
that component, meets this requirement. Otherwise, the Leasing Specialist must produce and
have the agency sign a new OA, reflecting the new terms, before an SLA is executed. In some
instances, PBS must act timely to protect the government’s financial interests without the benefit
of a signed OA. A clear example is the case in which PBS must execute a new lease (and move
a reluctant tenant agency) to avoid a holdover tenancy. In such cases, the approval of the
regional portfolio manager must be obtained before proceeding with the action. Refer to section
2.1.3 of the fourth edition Pricing Desk Guide for further details on the OA signature requirement.

All documents must be loaded into eLease.
At this stage, the Leasing Specialist can close out the project in STAR.

Payment information is pulled from CCR; therefore realty professionals and support contractors
must include the DUNS number for the Lessor (and for the payee, if different from the Lessor) in
the R620. For payment purposes, realty professionals and support contractors must verify that
the name of the Lessor on the R620 exactly matches either the legal name or “doing business as”
(DBA) name listed in CCR. If the R620 only contains the DBA name and CCR only contains the
legal name, payment cannot be made.[move elsewhere to pre-award section in chapter?]

Registration in CCR requires three addresses: mailing address (for correspondence); physical
address (location of the business entity, not the leased space location); and a remittance address
(required if the payee is different from the Lessor and for check payments if necessary). Realty
professionals and support contractors must verify that the Lessor’'s address shown on the R620
matches the physical address listed in CCR. Additionally, for leases where the payee differs from
the Lessor, realty professionals and support contractors must verify that the payee is also actively
registered in CCR before award and that the payee address shown on the R620 matches the
remittance address listed in CCR. The mailing address listed in CCR will be used for
correspondence such as tax form 1099s.

Additionally, if a Lessor is registered in CCR but fails to properly update information or annually
renew or reactivate an expired registration, the automated payment process will not release a
payment. Once a payment is rejected by the automated payment system, payments must be
manually generated. For Finance to make a manual payment, the R620 payee information and
EFT documentation on file must match the remittance and EFT information in CCR exactly. If the
documentation on file does not match, the Lease Contracting Officer must provide revised
documentation for Finance to make the manual payment, or the Lessor will have to renew its
information or reactivate its expired registration in CCR. Once annual registration is renewed or
reactivated, automated payments will again be generated.
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4. Close-out of Existing Lease

If the new lease replaces an existing lease, Leasing Specialists must also coordinate the
disposition of the old lease. This entails conducting a post-move inspection with your Property
Manager or designee at the previous lease location. All Government equipment and furniture
must be removed, and the space left clean, allowing for normal wear and tear. Failure to remove
all Government assets and clean the space could put GSA in a holdover position if the lease has
already expired, meaning that the previous Lessor could file a claim for additional rent payments.

If damage has occurred to the space beyond normal wear and tear, an agreement for
compensation should be arranged. This is ordinarily a lump-sum paid to the Lessor to cover the
costs of improving the space to its original state.

Document the final disposition and return of keys to the Lessor in the lease file on the condition
survey form (GSA 1204), which is signed by the Lessor. After the post-occupancy inspection,
close out the lease and complete an action for terminating the lease at expiration. The Lessor
should also be requested to sign a release of claims document (GSA Form 1142 or equivalent).

Rent Bill Management requires one of the following:

—GSA Form 1142, Release of Claims;

—GSA Form 1204, Condition Survey Report, or

—A letter indicating the keys are being returned sent certified mail, return receipt requested.

Update STAR to reflect the termination of the old lease.
If GSA has exercised its termination rights to move out before the lease expiration date, complete

an “Early Lease Termination” action. (Lease terminations are discussed in Chapter 11, Additional
Lease Actions.)

5. Post-Occupancy Deliverables

e The lease requires the Lessor to provide a number of standard items after occupancy.
Additionally, other post occupancy deliverables may be required as part of the client agency’s
special requirements. The Leasing Specialist should maintain a list of deliverables throughout
the SFO development, negotiation, award, post-award, and change order process for
reference to confirm that the Government receives all of the information that it is paying the
Lessor for.

e The SFO may include items, such as the
following, which the Lessor must provide:

e As-built drawings; As-Builts
L . ) At this point the Lessor should provide GSA with the
*  Schedule of periodic services; final as-built drawings that document the actual
construction as performed (as distinct from the initial
e Completion of LEED documentation,; construction drawings). This is an important

requirement of the lease that needs to be enforced,
as these drawings are increasingly important to our
customers.
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e Energy Star documentation;

e Recycling plan; and

e Warranties.

e Additional agency special requirements may include items such as:

o Verification of HVAC loads for specific rooms, such as 24 hour computer server rooms; and

e LEED certifications and renewals in subsequent years.

e The Leasing Specialist should remind the Lessor of post-occupancy deliverables and monitor

their delivery. If the Lessor fails to deliver any items, the Leasing Specialist should investigate
the remedies stated in the lease and enforce the terms appropriately.
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Attachments
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Procurement Summary Page

Solicitation for Offers No. X20000(X

[DATE]

City, State:

Delineated Area:

Minimum Sq. Fi. (ABOA):

Maximum Sqg. Fi. (ABOA):

Space Type:

Parking Spaces (Total):

Parking Spaces (Surface):

Parking Spaces (Structured):

Parking Spaces (Reserved):

Full Term:

Firm Term:

Option Term:

Additional Reguirements:

Lease Summary

A, Statement of Requirements.

The Government is seeking a lease for space meeting the following requirements:

Offered space must meet Government requirements for fire safety, accessibility, seismic and

sustainability standards per the terms of the Lease. A fully serviced leaze [isfis not] required.

Offered space shall not be in the [100/500] year flood plain.

B. Projected Dates.

Offers Due:

Occupancy (Estimated):

C. Government Contact.

Contracting Officer

Leasing Specialist

Broker

PBS Leasing Desk Guide
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Sample Price Negotiation Memorandum Template

TASK ORDER NO.
STAR PROJECT No. INSERT AGENCY NAME
INSERT CITY, STATE

REQUIREMENT/PURPOSE OF NEGOTIATION:

The INSERT AGENCY requires a minimum of 00,000 ANSI/BOMA square feet of office,
warehouse, parking, etc space for personnel, furnishings and equipment in INSERT CITY,
STATE. The term is for INSERT YEARS (00) years, INSERT FIRM YEARS (00) years firm.
The offered space must meet Government requirements for fire and life safety and
accessibility requirements, and must have INSERT UNIQUE REQUIREMENTS. A minimum
of 00 parking spaces must be available for Government use.

BACKGROUND:

INSERT NAME OF NATIONAL BROKER CONTRACTOR (IF APPLICABLE) received task order
from the General Services Administration, on INSERT MONTH DAY YEAR with the above space
request. An advertisement was posted in Federal Business Opportunities on INSERT MONTH
DAY YEAR and INSERT NUMBER Expressions of Interest were received. In addition to the FBO
ad posted, the local market expert surveyed the market for all viable alternatives within the
delineated area.

A market survey was conducted on INSERT MONTH DAY YEAR. INSERT NUMBER buildings
were identified that could potentially meet the requirements of the task order:

1. LIST BUILDINGS BY ADDRESS
2.

The market survey report and market survey forms are located in the Lease file.

METHOD:

Full and open competition

NEGOTIATION OBJECTIVES:

Preliminary negotiation objectives were developed at project inception, updated in response to
discussions with the Government during the Task Order and Project Orientation meetings and
subsequently finalized.

PBS Leasing Desk Guide 2.8-9
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ITEM OBJECTIVE RANGE DATA SOURCE
Shell Rental Rate [Dollar Amount]
Tenant Improvement [Dollar Amount]
Amortization Rate [Dollar Amount]
Base Cost of Service [Dollar Amount]
Base Year Taxes [Dollar Amount]
Hourly Overtime Rate [Dollar Amount]
Adjustment for Vacant Premises [Dollar Amount]
Parking [Dollar Amount]
Other [Dollar Amount]

DESCRIPTION OF ACQUISITION:

The Solicitation for Offer (SFO) Number was issued on INSERT MONTH DAY YEAR and
initial offers were due INSERT MONTH DAY YEAR. INSERT # OF OFFERS offers were
received. Initial offers are located in the Lease File.

RECORD OF NEGOTIATIONS/ SUMMARY OF NEGOTIATIONS:

Initial offers were received on INSERT MONTH DAY YEAR, reviewed and abstracted, and
deficiency letters were sent in response to these offers on INSERT MONTH DAY YEAR.

INSERT NUMBER second offers were received on INSERT MONTH DAY YEAR. Updated
negotiation objectives were prepared for each offer and negotiation sessions were held
with offerors as follows:

1. INSERT MONTH DAY YEAR and OFFEROR NAME (Identifying the name, position,
and organization of each person representing the contractor and the Government
in the negotiations): Summarize financial negotiations and discussions with
offerors which resulted in material changes to the rate proposal or lease
documents. INCLUDE items such as rental rate changes or changes to agency
special requirements or General Clauses. Do NOT include administrative or
compliance detail such as initialing pages on government forms, correction of
calculation errors, CCR registrations, or other detail unrelated to price or business
terms.
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2. INSERT MONTH DAY YEAR and OFFEROR NAME (Identifying the name, position,
and organization of each person representing the contractor and the Government
in the negotiations): Summarize financial negotiations and discussions with
offerors which resulted in material changes to the rate proposal or lease
documents. INCLUDE items such as rental rate changes or changes to agency
special requirements or General Clauses. Do NOT include administrative or
compliance detail such as initialing pages on government forms, correction of
calculation errors, CCR registrations, or other detail unrelated to price or business
terms.

3. INSERT MONTH DAY YEAR and OFFEROR NAME (ldentifying the name, position,
and organization of each person representing the contractor and the Government
in the negotiations): Summarize financial negotiations and discussions with
offerors which resulted in material changes to the rate proposal or lease
documents. INCLUDE items such as rental rate changes or changes to agency
special requirements or General Clauses. Do NOT include administrative or
compliance detail such as initialing pages on government forms, correction of
calculation errors, CCR registrations, or other detail unrelated to price or business
terms.

A follow-up letter was sent to each Offeror and additional clarifications were received
INSERT MONTH DAY YEAR. Copies of these letters can be found in the lease file.

FINAL REVISED PROPOSALS:

Indicate any offerors who withdrew prior to BAFOs, or offers deemed non-responsive to
solicitation requirements. These offers were: LIST WITHDRAWN or NON RESPONSIVE
OFFERS

Accordingly, Final Revised Proposalletters were issued to the remaining insert number Offerors on
INSERT MONTH DAY YEAR with a response date of INSERT MONTH DAY YEAR.

Please refer to the lease file for offer abstracts, correspondence and negotiation notes for each offer.

OFFER COMPARISON:

By the close of BAFO, INSERT NUMBER offers were received for this procurement. A present
value price evaluation of these offers was conducted by INSERT BROKER NAME and submitted to
COTR INSERT COTR NAME for review and approval. The results of the evaluation, ranked from
lowest to highest responsive offer, are summarized below.

1. PV of $XX.XX per ANSI/BOMA Office Area Foot: INSERT ADDRESS
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a. Summarize additional relevant considerations here, such as “Includes one year’s
free rent” or “Deemed non-responsive due to ...”

2. PV of $XX. XX per ANSI/BOMA Office Area Foot: INSERT ADDRESS

3. PV of $XX.XX per ANSI/BOMA Office Area Foot: INSERT ADDRESS

AWARD DETERMINATION (INCLUDING FAIR AND REASONABLE DETERMINATION):

With a net present value of $00.00 per USF, the offer from INSERT OFFEROR NAME at INSERT
ADDRESS is the lowest-priced, technically-responsive offer to the SFO, and as such, is the
successful Offeror. INSERT SUCCESSFUL BUILDING NAME /ADDRESS offered the shell rate
of $XX.XX per RSF / $XX.XX per ABOAF. The objective rental rate stated in the Negotiation
Objectives ranged from $XX.XX to $XX. XX per RSF. This rate compares favorably with current
market conditions, as supported by the Negotiation Objectives prepared for this procurement.
[Free text. Insert detail, mitigating circumstances, special requirements which are not customary
in the market place, premium for Build-to-Suit, etc. Insert percentage difference between
objective and negotiated rates]. The Government has determined that the successful Offeror’s
offer is fair and reasonable and that it is in the best interest of the Government to award this lease
to the successful Offeror, to meet the requirements identified in SFO Number .

Prepared By:

Name: Date

Approved By:

Contracting Officer Date
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1. Overviewd

1. Overview

The simplified lease acquisition model addresses a longstanding request from clients and the
private sector for a quick and efficient method to conduct small lease acquisitions. A lease
acquired under this acquisition method was previcusly referred to as a simplified lease acquisition
threshold (SLAT) lease or “short form” lease. Those names have now been replaced with the
term "simplified tease.” The term "SLAT" is used only in conjunction with the monetary limit of this
lease model, not for the lease model itself. This model is specifically for acquisitions with a net
annual rent at or below the current threshold of $1560,000, or the threshold as amended by the
General Services Administration Acquisition Manual (GSAM). This acquisition method applies to
a large percentage of all lease transactions by number while encompassing a small percentage of
the overall net annual rent and transacted square foctage.

Using the simplified lease acquisition process for security level 1 and level! Il leases under the
SLAT reduces the iease acquisition cycle time for small and less-complicated lease actions. It
allows Leasing Specialists and Lease Contracting Officers to spend less time working on low-risk
lease actions that have a minimal financial and square footage impact on the General Services
Administration (GSA) portfolio, while increasing productivity and permitting the appropriate focus |
on large leases with a greater financial impact. |

Success of this method assumes that GSA has received and accepted the client agency's
requirements development package and that no changes can be made to the design postaward
that could dramatically increase the time for delivering the space. In addition, it is important to use
this model and its related lease documents as they are intended, without any significant
deviations.

The simplified lease acquisition model is not appropriate for use with the following client agency
requirements:

« Ifitis determined that client agency specific requirements are best satisfied by a build to suit
or lease constriiction projection;

« If there is & need to make material changes to the existing clauses or paragraphs contained
in the simplified lease documents;

e If client agency requirements for technical or complex buildout involve high security level
factors (Interagency Security Committee 2008)".

2. Definitions (GSAM 570.102)

The term “simplified lease acquisition procedures” means the process for awarding leases at or
below the SLAT.

! Executive Order 12877, Interagency Security Committes, October 18, 1895
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% 3. Purpose (GSAM 570,201)

The term “simplified lease acquisition threshold,” or SLAT, means the simplified acquisition
threshold (see Federal Acquisition Regulation 2.101) when applied to the average annual amount
of rent for the term of the lease, including option periods and excluding the cost of services.

3. Purpose (GSAM 570.201)

The purpose of the simplified lease acquisition procedures for smaller leases is to reduce the time
involved to evaluate and award these leases, while improving efficiency and economy, when
acquiring small leasehold interests in real property. This acquisition method fs designed for
agencies that have flexibility In thelr design criteria and can accept the design and buildout of
existing space capable of meeting their program of requirements in exchange for the savings of
time and expense.

Several critical processes are outlined below that contribute to the success of the simplified lease
acquisition modsl. The following elements are important to the overall process:

+ Working with the client agency to develop a full requirements development package in
preparation for a mandatory project orientation meeting.

¢ Using a comprehensive market survey report and related protocols to identify properties that
mest the minimum reguirements of the request for lease proposatls to be solicited. The
concapt of “one and done” is an integral part of this process, as a lease can be awarded after
receipt of initial offers.

¢ Awarding a lease based on a fully serviced, firm-fixed rental rate that incorporates a "turnkey”
process—the total cost of client agency alterations determined preaward without accepting
changes postaward, based on the requirements development package provided to the
offerors. .

4, Policy (GSAM 570.202)

Leasing Specialists and Lease Contracting Officars will use simplified lease acquisition
procedures to the maximum extent practicable for actions at or below the SLAT.

5. Procedures (GSAM 570.203)

a. Acquisition Planning for Leases

Acquisition planning is required for all acquisitions; howsver, written acquisition plans are not
required for acquisitions under the SLAT. While written acquisition plans are not required, soms
form of documentation Is required. Regions have the flexibility to determine the format used and
must file a copy of the documentation in the lease file. The Lease Contracting Officer is the
approving official for leases below the SLAT; approving officials one level above the Lease
Contracting Officer must approve leases at or above the SLAT. In addition, the Head of the
Contracting Activity is the authorizing official to designate higher level approving officials for
established thresholds. Acquisition planning and market research are required to promote full
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5. Procedures (GSAM 570.203} ¢

and open competition and, in the absence of full and open competition, must obtain competition
to the maximum extent practicable.

The purpose of acquisition planning is to ensure that the Government's needs are met in the most
effective, economic, and efficient manner. Regions may use their own implementation
procedures for acquisition planning for simplified leases provided the following criteria are met:

» The designated official for acquisition planning is a Lease Contracting Officer or one level
above.

» Acgquisition planning includes identification of client agency need (documented by the client
agency-specific requirements development package). Consult with requirements and
logistics personnel to determine the type, quality, quantity, and delivery requirements.

+ Global Project Management (gPM) principles {(when applicable) involves forming a team
consisting of individuals responsible for significant aspects of the acquisition, such as
contracting, fiscal, legal, and technical personnel.

¢ Milestone schedules define points at which key decisions must be made; consult with the
Lease Confracting Officer whenever significant changes are required.

¢ Market data is required to establish the competitive range and budget estimates; identify any
budget constraints (e.g., timeout and review process for expansion actions, the addition of
new space to the Inventory related to federal construction, or client agency reimbursable
costs),

s Market challenges or contract risks ocour when changes in market conditions affect supply
and demand. Determine what efforts are planned to address market conditions and if the
simplified lease acquisition model is the appropriate acquisition vehicle.

s Knowledge gained from prior acquisitions can be used to further refine requirements and
acquisition strategies.

Technical experts and stakeholders are good sources of information when considering technical
areas (Energy Star®, sustainability, fire and life safety, seismic); market conditions {location,
transportation, parking); client agency mission (proximity to schools, colocation with cther
Government agencles); and other business areas that could impact the acquisition.

b. Market Research for Leases

Market research is best developed before the physical market survey phase of the lease
acquisifion process. Market research involves preliminary review of market rental information
within the boundaries of the defined delineated area. Before conducting the physical markst
survey, the Leasing Specialist must become familiar with the local market by telephoning local
brokers, reviewing manual or electronic listing files, and advertising (if necessary).

A cursory evaluation of market conditions can be highly detrimental to any negotiation effort or
Immediate lease award. Leasing Specialists must conduct the market research to ensure
sufficient competition to the maximum extent practicable is achieved. Even if the market research
is conducted by a broker, the Leasing Specialist must review the information to ensure locations
under consideration are assessed for their location and ability to meet GSA standards and client
agency-specific requirements. Market research must show rental costs typical of the area, as
well as cost comparisons for major or similar buildings and space at various floor levels.
Thorough market research is required in all lease acquisitions. In conducting market research,
consider using the following tools and methods:

e |dentify available buildings. Secure listings through circulars and newspaper advertisements;
consult with realtors, brokers, managers, owners, postmasters, and other Government
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officials; and perform independent observations of buildings, newspaper articles, and broker
or lessor advertisements. :

« Use malling lists. Oftentimes, regional offices maintain the names and addresses of
prospective suppliers of space for lease to the Government and appropriate listings
categorized by location, type, and guantity. Mail public notices, or solicitations for informal
proposals, to addressees having available the type and quantity of space desired to be
leased within the geographical area of acquisition. Do not purchase mailing lists from any
source without Central Office approval.

¢ Use real estate Web sites, such as CoStar®, LoopNet, and OfficeSpace.com fo review
market information,

6. Market Survey (GSAM 570.203-1)

The market survey is one of the most critical steps In an acquisition. Success of the simplified
lease acquisition mode! depends upon client agency participation and the physical inspection and
completion of a comprehensive market survey report to identify a list of properties qualified to
meet the client agency's program of requirements as outlined under the request for lease
proposals. A well-documented market survey can immediately identify a property for
consideration. Although lease acquisition alfows for contracting by negotiation, the simplified
lease acquisition model emphasizes the concept of "one and done.” GSA can award a lease after
recelving initial offers if so stated in the request for lease proposals. With few exceptions, the
market survey itself must be conducted with the client agency representatives present, and
available space must be thoroughly inspected. The Leasing Speclalist must complete a GSA
Form 2991, Lease Market Survey for Existing Building, for each buflding visited.

If a building does not meet the minimum requirements, the form must specify the reasons
{condition, price, location, inadequacy of handicapped facilities, efc.). The form must aiso
demonstrate that the buildings solicited meet the minimum requirements of the request for lease
proposals.

+ Physical inspection. Inspect all available locations to screen for minimum requirements and
acceptability under award factors; gather data concerning avaifability, quality, quantity, and
use potential, with supporting photographs; and find out the probable cost of space.

« Client agency participation. Whenever feasible, invite representatives of the client agency for
which leased space is being sought to accompany the leasing specialist on the physical
inspection. It is preferable that a client agency representative with signatory authority be
present.

Documenting the Survey

The Leasing Specialist must fully document the market survey using GSA Form 2991, Lease
Market Survey for Existing Building, to provide a uniform, orderly, and systematic record. The
form must be used for each property considered and inspected. The survey is an important part
of the documentation on which an award is based. If a client agency wishes not to solicit a
property that was viewed during the market survey and the property is able to satisfy its
requirements development package, then it is imperative that the decision not to solicit has merit.
If a property meets or could meet the requirements of the client agency, then it cannot be
excluded. Section Il of the market survey form must document the reasons for praperties
excluded from further consideration.
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Depending on the size of the acquisition, photographic documentation may be essential to give
the best evidence of existing inadequacies that may or may not be curable within the stated

delivery date.

Prepare detailed notes on each property, commenting on eating facilities, parking facilities,
proximity to public transportation, and other factors. Provide photographs of the neighborhood if
the neighborhood environment factor is significant. Note that documentation of the market survey
is used to identify acceptable properties, solicit an offer and award a lease. The market survey
forms can also be used to obtain client agency concurrence on acceptable properties.

7. Competition (GSAM 570.203-2)

a. Competition in Contracting Act

GSA operates under the Competition in Contracting Act of 1984, which requires GSA tc acquire
supplies and services, including leased space, through the use of full and open competitive
procadures. Leases that do not exceed the SLAT must seek competition as follows:

+ Solicit at least three sources to promote competition to the maximum extent practicable. For
repeated requirements of space in the same market, and if practicable, invite offers not
Included in the most recent solicitation.

+ If Leasing Specialists solicit only one source, include documentation in the lease file to
explain the lack of compstition, (e.g., the Lease Contracting Officer has determined that the
circumstances of the contract action determined that only one source is reasonably
available). '

b. Advertising and Public Notice

Advertising

Under the simplified lease acquisition model, advertising is not required for ieases under 10,000
ANSI/BOMA office area (ABOA) square feet, but the Lease Contracting Officer can post a notice
using the Federal Business Opportunities (FedBizOpps, or FBO) Web site at
www.fedbizopps.gov and the combined FBO Advertisement/Procurement Summary template.
The FedBizOpps Web site is a single Government-wide point of entry for Federal procurement
opportunities of more than $25,000.

The primary purpose of advertising and public notice is to alert and inform the public of
Government space needs and to soliclt the response of prospective suppliers of the required
space in a manner that generates maximum practicable competition.

Information in the FBO Advertisement/Procurement Summary template can be attached to the
front of the request for lease proposals and the lease itself. All lease acquisition methods require
the completion of the procurement summary page. It summarizes the statement of requirements,
provides estimated project dates, and identifies the designated Government points of contact for
the lease acquisition. The information contained in the FBO Advertisement/Procurement
Summary template can be used to summarize the lease award on FBO.

Pald advertising can be an effective tool, but it must be used with considerable judgment. No hard
and fast rules exist as to when paid advertising is appropriate; however, some variables to
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consider are the size of the community, delineated area, estimated buildout costs, and the
amount of square footage.

8. Other Than Full and Open Competition

Under simplified lease acquisition procedures, a sole-source acquisition does hot require a
written Justification for Other than Full and Open Competition (Justification) fo document and
explain the lack of competition. However, the file must be documented to explain the lack of
competition. It must be signed by a Lease Contracting Officer and added to the lease file. If the
Leasing Snecialist solicited at least three sources o promote competition and there is only one
responsible offerar, a sole-source Justification is not required. However, if the Leasing Specialist
solicited only one of three or more responsible sources, the Leasing Specialist must include
documentation in the lease file stating that the Lease Contracting Officer has determined that the
circumstances of the contract action deemed that only one responsible source is reasonably
available.

Lease extensicns and succeeding and superseding leases for the continued occupancy of leased
space at an existing building under the SLAT are considered noncompetitive contracts that
require file documentation. When the cost of a succeeding lease, a superseding leass, or an
extension for the continued occupancy of space in a building does not excesed the SLAT, the
Lease Contracting Officer must use simplified lease acquisition procedures and document the
reasons for the absence of competition in the lease file. No additional file documentation or
approvals above the lease contracting officer are required.

a. Extensions

Although some situations justify extending a lease, Lease Contracting Officers must not extend a
lease without a good business reason. Lease extensions are short-term solutions that tend to
increase the workload of leasing specialists; this workload is compounded and expanded
exponentially as leases extended in prior years expire and add tc the current year's expiring
leases. Leasing Specialists and Lease Confracting Officers are encouraged to discuss the use of
lease extensions with their supervisors.

b. Expansions

When an expansion requirement is determined t0 be within the general scope of the lease and
does not cause the lease to exceed the SLAT, document the file to explain the lack of
competition. A Justification is not required.

9. Soliciting Offers (GSAM 570.203-3)

a. Request for Lease Proposals

Under the simplified lease acquisition process, the solicitation for offers has been replaced
by the request for lease proposals (RLP). The RLP contains information on the statement
of requirements, what is expected of the prospective offeror, tachnicat eligibility and
preferences for award, how to offer, how its offer must be evaluated, and the method and
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basls of award. As discussed under 9.b., Simplified Lease Package, it also incorporates
certain solicitation provisions by reference.

The simplified lease acquisition model implements solicitation improvements by separating the
solicitation process into a newly designed request for lease proposals. The model directly
incorporates by reference all relevant G8A 3517, General Clauses.

The new simplified lease package consists of GSA Form L101-A, Simplified Request for Lease
Proposals; GSA Form L201-A, Simplified Lease; the new GSA Form 1364A, Simplified Lease
Proposal; and GSA Form 1364A-1, Simplified Lease Proposal Data, which are designed around
the particular requirements for a simplified lease acquisition. The simplified lease package is
designed to be used with no changes to the documents except as permitted by the blue text.
The streamlined or standard models must be considered when client agency-specific
requirements or market conditions result in major modifications to the simplified lease or the
market analysis indicates a lease award would exceed the Interagency Security Committee’s
criteria for security level | and leve! Il leases or result in a lease construction project.

The original GSA Form 1364, Proposal to Lease Space, has been redesigned to capture only
information required for a simplified lease proposal. Under the simplified lease acquisition
process, this document is entitled "Simplified Lease Proposal” and is designed to be
incorporated into the lease itself as exhibit A.

GSA Form 1364A-1, Simplified Lease Proposal Data, is a checklist designed to address
technical requirements as referenced in the RLP and proposed rental rate components required
to satisfy GSA pricing requirements. The form is separate from the proposal itself and
maintained in the lease file. it does not become an exhibit to the lease and may contain
proprietary information that may often be protected from release under the Freedom of
Information Act.

Both GSA Form 1364A and GSA Form 1364A-1 are to be completed by the offeror; prelease fire
and life safety documents and seismic certification forms must accompany the offer. GSA Form
3518A, Reprasentations and Certifications, remains a separate document that is critical to offeror
representation and the Central Contractor Registration (CCR) process. Upon lease award the
RLP ceases to be relevant, as it anly applies to the solicitation phase of the project. It does not
become a part of the lease itself. The RLP and other procurement documentation must be
retained as a record of the acquisition accerding to the record retention order. Instruct offerors to
review the proposed contract and be prepared to negotiate their best deal with their initial offer,
as the Lease Contracting Officer is permitted to consider the initial offers as final offers if so
stated in the RLP. Because the offeror may submit an offer by submitting executed lease
documents, there is no need for an award letter.

b. Simplified Lease Package

The Lease Contracting Officer must solicit offers by giving each prospective offeror a simplified
lease package that includes the following simplified lease documents:

Combined FBO Advertisement/Procurement Summary page
GSA Form L101-A, Simplified Request for Lease Proposals
Client agency-specific requirements development package
GSA Form 1364A, Simplified Lease Proposal

GSA Form 1364A-1, Simplified Lease Proposal Data

Fire and Life Safety form
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e GSA Form L201-A, Simplified Lease

o (GSA Form 3518A, Representations and Ceriifications

The lease includes all provisions and contract clauses required by FAR and GSAM. It also
includes all of the sustainable and Energy Star® requirements (as applicable).

As necessary, review with prospective offerors the Government's requirements, pricing
components, evaluation procedures, and instructions for submitting an offer.

Description of Requirements

The RLP states the type and amount of ABOA space and clearly defines office, storage, unique,
or parking space requirements. When there is a necessity for contiguous space, or space on a
specified number of contiguous floors, or space in a spegific type of structure is required, the RLP
must state so in clear, succinct terms.

The RLP must clearly state a specific amount of space in square feet (sq. ft.). If the Lease
Contracting Officer believes that some tolerance s necessary, a “plus or minus” factor of up to a
maximum of & percent is permissible.

Offerors must be advised that:

+ They must offer space in terms of an annual ABOA cost distinguished by the types of space,
rather than an overall monthly or per annum rate for combined types of space.

s+  GSA must make the evaluation of offered prices on the basis of the annual price per ABOA
sq. ft., including any option periods, if solicited. The Government will perform present value
price evaluation by reducing the prices per ABOA sq. ft. to a composite annual ABOA sq. ft.
price.

» The Government must pay the lessor annual rent to be computed using the per sq. ft. rental
rate for the firm term and the non-firm term (and, if applicable, corresponding per sq. ft. rental
rates for other type of space) as referenced under Section Il of GSA Form 1364A, Simplified
Lease Proposal, and the actual rentable area delivered for measurement and acceptance by
the Government.

c. Basis of Award

Simplified leases are awarded to responsible offerors based on the lowest price, technically
acceptable basis. The best value tradeoff source selection process is inappropriate for simplified
leases due to the fime Involved, the resources required, and the fact that these are low-risk
leases. In some cases, a request for final proposal revisions may be reduired. :

d. Date of Possession

The RLP must specify the delivery date for the premises—the beginning of the lease term. An
offer that does not propose to meet the delivery date may be nonresponsive to the RLP and
therefore rejected.

On occasion, the client agency has flexibility in when to move into their new space; nonetheless,
clearly state an expected occupancy date as a requirement in both the RLP and on the
procurement summary page/FedBizOpps advertisement. Either request delivery on a specific
date or within a given number of days after award. The space acquired must mest minimum fire
and life safety standards and accessibility standards stated in the most recent Architectural
Barrier Act Accessibility Standards (ABAAS), and it must be properly maintained, operated, and
obtained at a reasonable annuat rental rate.
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10. Negotiation, Evaluation, and Award (GSAM
570.203-4)

a. Negotiations

In the simplified lease approach, GSA can award a lease without negotiations, and it is at the
discretion of the Lease Contracting Officer whether to do so. This is why it is important to convey
to offerors that they must submit their best offer in the beginning, since there may be no
negotiations and it could be their final offer. The lease file must include a detailed record of the
negotiations where applicable (see subparagraph 10.c., Price Negotiation Memorandum, for more
information).

Only Lease Contracting Officers have the authority to make an award based on Initial offers and
conclude the transaction in the field.

The offeror's submittal must include GSA Form 1364A, Simplified Lease Proposal, which
becomes exhibit A to the lease, and GSA Form 1364A-1, Simplified Lease Proposal Data, which
collects data for the individual price components for office and other types of space and is a
checklist for technical requirements that may require additional documentation. The intent of GSA
Form 1364A-1 is to document pricing components unique to client agency billing, not to capture
the detailed data as in the GSA Form 1364A, and it does not become a part of the lease. Both of
these documents capture all pricing components needed to evaluate, negotiate, and award a
simplified lease. They are also both required for documenting the lease file, to demonstrate
whether the proposed prices are fair and reasonable. Although this model is designed to be
structured as a firm-fixed pricing procurement, it is still up to the Lease Contracting Officer or
Leasing Specialist to determine that all aspects of the pricing the offeror submits are in the best
interest of the Government and that the pricing is fair and reasonable. Negotiations may be
necessary where such determination cannet be made on initial pricing.

b. Evaluating the Rental Rate

Lease Contracting Officers must evaluate the rental rate to determine that the final agreed upon
price is fair and reasonable. The Lease Contracting Officer is responsible for price analysis using
market research data used to set negotiation objectives, market survey reports, available
appraisal information, or other relevant market research data.

The intent of the simplified lease acquisition model is to accelerate lease award and the delivery
of services based on initial offers. Therefore the offeror's lease proposal must include a fully
serviced, firm-fixed price rental rate that includes the cost for tenant improvements based on the
requirements development package provided in the simplified lease package, shell rate,
operating costs, and taxes. Leasing Specialists must strive to use the simplified lease documents
as designed, with little or no modification.

Price analysis does not require the evaluation of rental rate components contained in the firm-
fixed price rental rate; however, if offers fall outside the competitive range or if there is a lack of
competition, then more detailed discussions or further analysis may be required. Consideration
must be given to the evaluation of rental rate components for tenant improvements and related
interest rates and amortization period; technical requirements such as Energy Star or fire and life
safety requirements also must be addressed.
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The new GSA Form L101-A, Simplified Request for Lease Proposals, and GSA Form L201-A,
Simplified Lease, do not provide for Consumer Price Index (CPI) operating cost escalations or tax
escalations. In exceptional cases, the Lease Contracting officer has discretion {0 add a CPl and
tax escalation clause into the lease documents. Calculating annual CP) and tax escalations uses
up time and resources that could be devoted to other tasks. For these reasons, knowledge of the
market is essential when making a determination to escalate taxes and CPI. In most cases the
simplified lease must be structured without an annual increase to the rental rate. The lease
contracting officer may consider a percentage rent increase, of an annual CPI. The intent is to
relieve both parties of the administrative burden in future years (such as the burden of collecting
annual tax forms to determine the tax escalation).

Teo use the simplified |ease acquisition process, advise the client agency from the onset that no
changes are allowed to the design of the space postaward. The client agency is allowed to
make up to three minor changes in design intent drawings, but only if they do not affect the
agreed upon and accepted firm-fixed price for the tenant improvements. This restriction is to the
client agency's advantage, by containing costs to a reasonable level. Since the client agency
provided a full requirements development package before solicitation, design specifications are
not an issue postaward. Adding on requirements postaward not only drives up the costs in
reimbursable work authorizations, change order fees, and so on, but also uses up valuable
buildout time.

c¢. Price Negotiation Memorandum

The Price Negotiation Memorandum {PNM) records the rationale for the award. It relates the
history of the acquisition, including market survey results, negotiations where applicable, reasons
for the building selection, and terms of the lease agreement. It becomes a part of the lease file
and Is subject to review and approval by the Lease Contracting Officer.

d. Scoring

If a lease qualifies as a simplified lease, regardless of the years of the term, the Lease
Contracting Officer must confirm its operating lease status by reviewing and signing the Simplified
Lease Scoring Memorandum (Attachment), which states that all applicable conditions have been

" met to qualify as an operating lease. No further action on the determination of operating lease
status is required.

e. Award

Once the Leasing Specialist has identified one or more acceptable locations, he or she presents
to each offeror the simplified lease package. This package could be delivered fo offerors as early
as when the market survey has been conducted. Offerors are to submit fully signed and initialed
offer packages. After receiving and evaluating offers, the Lease Contracting Officer makes award
to the responsible offeror who presents the lowest price technically acceptable offer. The Lease
Contracting Officer executes the simplified lease documents, which are separate from the RLP
and contain all contractual and enforceable aspects of the lease. The simplified lease documents
consist of GSA Farm 1364A (exhibit A); the client agency-specific reguirements development
package and related drawings (exhibit B); floor plans (exhibit C); and GSA Form 3518A,
Representations and Certifications (exhibit D). The use of award letters has been eliminated.
Award of the lease occurs upon the execution and mailing or otherwise furnishing netification of
the execution.

The Leasing Specialist is responsibie for ascertaining that the leased premises meet the
requirements of the RLP and the lease, or that the lease includes amendments that reflect
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actions the offeror must take to correct any deficiencies. If the lease is awarded in the field, the
Lease Contracting Officer must inform unsuccessful offerors by telephone or in person of the
Government’s determination and the reasons why their space was not accepted. The Lease
Contracting Officer must follow up the oral communication in writing within a reasonable amount
of time.

f. Inspection

Whenever possible, the Lease Contracting Officer or designee performs the final inspection of
space before occupancy. The lessor Is responsible for providing a certificate of occupancy fo the
Lease Confracting Officer for Inciusion in the lease file. If the local jurisdiction follows the
International Building Code (IBC), the certificate of occupancy may substitute for the GSA fire
safety inspection. in the absence of a certificate of occupancy for an IBC jurisdiction, consult with
fire and life safety for guidance and add the documentation {o the lease file accordingly. Stamped
architectural drawings or independent verification from a licensed fire safety engineer may be
considered as an appropriate substitute.

d. Acceptance

The final step in the simplified lease acquisition process is the acceptance of the space.
Acceptance of the space s documented in a Lease Amendment in keeping with private sector
practices instead of using a supplemental lease agreement.

11. Provisions and Clauses

The following forms are used in the simplified lease acquisition process:

¢  Combined FBO Advertisement/Procurement Summary—This form summarizes the statement
of requirements, provides estimated project dates, and identifies the designated Government
points of contact for the lease acquisition and is attached to the RLP to provide the hasis for
the solicitation and can be used for the FBO advertisement (as applicable).

» (GSAForm 1364A, Simplified Lease Proposal—This form Is redesigned for use only with
simplified lease acquisitions and to become exhibit A to the lease as modified.

o  (SA Form 1364A-1, Simplified Lease Proposal Data—This form is a checklist to be
completed by the offeror to address technical requirements as referenced in the RLP. The
form is not designed to become an exhibit to the lease, but a copy must be maintained in the
lease file.

o (GSA Form 3518A, Representations and Certifications—This form is used to provide offeror
representation as an ongoing business concern and to certify basic information required for
Government access and registration in Federal databases. The form is designed to become
exhibit D to the lease.

e (SAForm L101-A, Simplified Request for Lease Proposal—This form replaces the former
solicitation for offers. It provides the statement of requirements, what is expected of the
prospective offeror, technical eligibility and preferences for award, how to offer, how the offer
must be evaluated, and the method and basis of award. The RLP also describes the process
of a GSA lease acquisition.

» GSAForm L201-A, Simplified Lease—This form is a legally binding document that applies
only to security level | or level Il space requirements. This document permanently replaces
GSAForm 3626, U.S. Government Lease for Real Property (Short Form).

PBES Leasing Desk Guide 3-11
This page last revised: 5/31/2011




CHAPTER 3: Simplified Lease Acquisition

% Attachment: Simplified Lease Scoring Memorandum

Attachment: Simplified Lease Scoring
Memorandum

Memorandum for: The File
From: Lease Contracting Officer
Subject: Lease GS-XXX-XXXXX

Determination of Operating Lease Classification for
Simplified Lease

The Government intends to procure the above lease through the use of the
Simplified Lease Acquisition Model for the period through . This
memorandum verifies that the lease has met the following conditions and can be
classified as an operating lease as further defined in OMB Circular No. A-11,
Appendix B. Having satisfied the criteria listed below, the “90 percent” scoring
calculation is not required.

o Ownership of the asset will remain with the lessor during the term of
the lease and is not transferred to the Government at, or shortly after,
the end of the lease period.

* The lease does not contain a bargain-price purchase option.

¢ The iease extension term does not exceed 75 percent of the estimated
economic life of the asset.

¢ The asset is a general-purpose asset rather than being for a special
purpose of the Government and is not built to the unique specification
of the Government as lessee.

* There is a private sector market for the asset.

The project will not be constructed on Government land.
There is no provision of Government financing and no explicit
Government guarantee of third party financing.

¢ Risks of ownership of the asset remain with the lessor unless the

Government was at fault for such losses.

GSA Lease Contracting Officer
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1, Succeeding Lease <

1. Succeeding l.ease

This section focuses on the procedures for acquiring a succeeding lease.

The succeeding lease procurement process has some marked distinctions from new and
replacing lease procurements; however, many more simifarities exist than differences. This
chapter highlights only the distinctions. Refer to Chapter 2, New or Replacing Lease, for a
comprehensive discussion of the lease procurement process and supplement that information
with the guidance in this chapter for a succeeding lease.

The authority for acquiring succeeding leases can be found in GSAM Part 570,

The procedures for succeeding leases reflect current policy. Future revisions will address
the separation of the solicitation for offers into a request for lease proposals and a lease
and address other lease reform recommendations.

The flow chart on the next page shows the process for succeeding leases. Subsequent sections
of this chapter explain these steps in more detall.

Key to flow chart acronyms:
¢« GSAM: General Services Administration Acquisition Manual.
¢ FAR: Federal Acquisition Ragulation,
¢ Justification: justification for other than full and open competition.

» SFO: solicitation for offers.
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Succeeding Lease Process

Place advariisement
conslstent with GSAM

570.106 on FedBizOpps
Web sita

Develop and oblaln
approval of Acgulsition
Pian Identifylng GSAM

570.402 fease
acquisition approach

¥ Obtaln approvel for
S Acquisition Pian and
Justificalion

p

Place advertisement
conslstent with GSAM
570.402 on FedBizOpos

e \Wab site e

Develop and obtain
approval of Justificalion
per FAR 8.3 and 508.3

Issue SFO and proceed
with discusslons with - —
current lessor

- Y

Yes

bévélop and cotaln
approvel of Juslification
per FAR 8.3 and 508.3

: focallen and -
- tupticatlon thiough
competition

Place advertissment lssue SFO and .
{optional) on nagoliate withall
FedBizOpps Web sile offeross ,J
5-2 PBS Leasing Desk Guide

This page last revised: 12/17/2010




CHAPTER 5: Succeeding'Le‘a'se, Superéedi'n"i.ease_

1. Succeeding Lease &

a. Definition

A succeeding lease secures continuing occupancy at the current premises at the end of a lease
term without a break in tenancy. To pursue a succeeding lease the Leasing Specialist must
confirm the cost advantages of staying in place by advertisement, market survey, and cost benefit
analysis. The Leasing Specialist must understand that if the advertising and financial analysis do
not support a Justification for Other Than Full and

Open Competition {Justification) under the Competition
in Contracting Act (CICA), then a new lease must be
pursued. The Leasing Speciatist must update PBS

systems with the new lease approach.

The succeeding lease establishes new terms and
conditions and results in a new lease contract. With a
replacing lease GSA seeks competitive offers to
replace an expiring lease, but a succeeding lease

action Is distinguished by:

Testing Market Interest

A notice seeking *expressions of
interest” is not a notice for a competitive
lease acquisition. It is an advertisement
whose purpose is to gauge potential -
market interest before making a le
decision. o

» No potential acceptable locations (other than the existing lessor) have been identified
through the advertisement or the market survey. This must be documented in a
Justification to negotiate directly with the current lessor, including full documentation of

efforts to locate alternative sources.

OR

+ The potential acceptable locations and the cost-benefit analysis indicate that the
Government cannot expect to recover relocation costs and duplication of costs through
competition. This must be documented in a Justification to negotiate directly with the

current lessor.

The chart helow summarizes some of the distinctions between succeeding and replacing lease
acquisitions.

,. Rep|acmg .

sources in the market may be able to satisfy the
agency requirements within the delineated area
and that relocation and duplication costs could be
recoverable over the term of the leass.

Preliminary market research indicates that multiple

o Succ@i_ng I

Preliminary market research indicates that only the
existing location is able fo satisfy the agency
requirements within the defineated area OR that
relocation and duplicafion costs could not be
recoverable over the term of the fease.

GSA advertises for interested parties to submit
their properties for consideration to be viewed on a
market survey.

GSA advertises for expressions of interest sought
and states that it will take relocation costs into
account when procuring the lease.

A physical market survey of potential properties is
conducted with the client agency personnel.

A physical market survey of potential locations
must be performed if potential properties exist or if
it is possible to recover relocation costs. Market
research data must always be gathered for a cost-
benefit analysis.

GSA seeks full and open competitive offers from
the market.

A Justification is prepared and approved,
authorizing GSA to negotiate with only the existing
lessor,

Several offers may be soliclted and received or the
existing lessor may be the only offer received.

The existing lessor will be the only offeror.
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% 1. Succeeding Lease

b. Process Rationale

As discussed under Part 1 of Chapter 2 of this Desk Guide, CICA requires agencies to promots
and seek full and open competition in soliciting offers and awarding Government contracts. CICA
recognizes seven conditions that allow exceptions to this requirement. The exception most
relevant to leasing is, "only one responsible source” and no other supplies or services “will satisfy”
agency requirements (41 U.S.C. 253(c){1)}. it is under this exception that GSA may negotiate
with the current lessor and secure a succeeding lease.

While the GSAM guidance on managing expiring leases is clear, some Leasing Specialists may
not be aware of these authorities that enable the Government to run an advertisement, conduct
market research, perform a cost-benefit analysis, and prepare a Justification to negotiate with
only the present lessor,

Leasing Specialists must know that CICA exceptions do not cover instances where other than full
and open competition is heing considered based on:

e Alack of advance planning by the client agency; or
¢ Concerns related to the amount of funds available to the agency.
This chapter discusses both simplified lease acquisition and more complex succeeding lease

actions, as well as factors that can help the Leasing Specialist decide whether fo pursue a
succeeding lease as an option.

c. Issues to Consider

General regquirements for a succeeding lease are largely the same as for a new or replacing lease
action. However, if the agency has no nesd for alterations to the existing space, requirements
may be as minimal as a request for updated paint, wall covering, and carpet.

The Leasing Specialist must conslder the following issues before declding to pursue a
succeeding lease:

¢ s the agency satisfied with the current location? Does the agency wish to pursue a
succeeding lease with the current lessor?

¢ Does the current lessor have a good record of past performance regarding heating and air
conditioning, janitorial service, maintenance, and alterations?

« Have the agency's requirements changed significantly? If so, can the existing location meet
these new requirements?

+ Can the existing building or space be altered to mest the current solicitation requirements,
with respect to standards such as fire safety, accessibility, sustainability, and security criteria?

s What is the condition of the building? (Determine based on a physical tour, if possible.)

+ s the current lessor willing to make needed improvements?
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1. Succeeding Lease &

e Wil the client agency be able to continue to perform its mission or will it have to temporarily
relocate during any work that is being performed?

¢ If needed, does the lessor have adequate swing space available to house the client agency
while work is being performed?

¢ Wil there be unusual or redundant costs associated with the swing space that would not be
encountered if the agency were to relocate instead, for example, telecommunications, data,
or physical move?

e Wil the work need to be done in phases?

o is Government-owned space available that may meet the agency’s requirements? Could a
historic or other federal building meet the requirement and better serve the Government'’s
fiscal, sustainability and stewardship goals?

These factors will help the Leasing Specialist develop a general sense of whether a succeeding
lease is desired and feasible.

d. Simplified Lease Acquisition Process

If a succeeding lease for the continued occupancy of bullding space does not exceed the
simplified lease acquisition threshald (SLAT), the Leasing Specialist may use the procedures
described in Chapter 3, Simplified Lease Acquisition. These procedures are designed {o reduce
administrative costs while improving efficiency and economy when acquiring small leasehold
interests in real property. They should be used to the maximum extent practicable for actions at
or below the SLAT.

The following sections discuss situations involving a lack of compestition and the cost-benefit
analysis.

e. Advertise

Advertisements for succesding lease actions differ from those for full and open competition as
described in subparagraph 1.a. above.

GSAM requires that all leases exceeding 10,000 ANSI/BOMA office area (ABOA) square feet be
advertised; however, it is advisable to advertise all succeeding lease projects. At a minimum the
advertisement must:

+ Indicate that the Government's lease is expiring.

¢ Describe the requirement In terms of type and quantity of space.

¢ Indicate that the Government is interested in considering alternative space if it would be
economically advantageous.

¢ Advise prospective offerors that the Government will consider the relocation costs, including
the physical move and the voice and data systems move, when deciding whether it should
relocate or pursue a sole-source acquisition.

» Provide a contact person for those interested in providing space to the Government.
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% 1. Succeeding Lease

Sample Succeeding Lease Advertisement Template

The following sample incorporates the GSAM advertising reguirements for succeeding leases.
This template should be {ailored to your particular procurement when managing succeeding lease

projects.

‘The U.S. 'Govern ent cu  building under Iease -

_:zn {cny, State], at

The Government reqwres’o ice _an
office area (ABOA) square feet. "

Mlnlmum ABOA square fest:

Other applicable requirements mclude the fotiowmg features:
« Proximity to public transportation
» Sole tenancy, if this is a requirement

¢ Parking [number of on-site, reserved spaces {structured vs. surfac:e) for ofﬂmal
Government vehlcles}

* Securlty [[o_bby, Ioadmg dock access, parking, setbacks etc, where and as appllcable}

The Government is considering alternative space if economicatty advantageous n making
this determination, the Government will consider, among other things, the avallablllty
alternate space that potentially can satisfy the Government’ '

t__s requlrements' as
likely to be incurred through relocating, such as physical move costs,
improvements and telecommunications infrastructure, ; and.non-produictive agenc
downtlme

Inte_re_sted parties should send expressions of intererst to:

Expressions of interest must be submitted to the above address by 5:00 p m. on {date} and =
must include the following information:
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» Building name and address and location of the available space within the building

« Building ownefs_h_ip_ information .

-Amount of parking available on-site and Its cost. Include whether expected rental rate
includes the cost of the required Government parking (if any).

“-'Ehé'rgy'_ ef_fiéiency and renewable energy features existing within the building

If the Leasing Specialist receives no responses for locations that can meet the requirements—for
example, the space is outside the delineated area, is too small, or does not meet other
requirements of the advertisement—then the Leasing Specialist must conduct additional market
research (described below) to confirm that no other options exist. At this point the Leasing
Specialist can begin to prepare the Justification for Other Than Fulf and Open Competition.

If viable responses are identified, then this information is captured for the cost-benefit analysis
{described below) and may be included in a potential market survey.

f. Market Survey

For purposes of abtaining a succeeding lease, the requirement for a market survey is fulfilled
through market research. The market research should generate information needed for
performing the cost-benefit analysis.

Chapter 2, Part 2 of this desk guide cutlines the critical steps in conducting a market survey. For
succeeding leases, a huilding tour of potential locations is not necessary at this stage, unless
further cost-benefit analysis points to the need for a competitive action.

Before executing a succeeding lease, the Leasing Specialist must conduct due diligence by
touring the current lease location. The Leasing Specialist cannot base review on agency or fisld
office reports regarding the space. The Leasing Specialist must tour the space to confirm that its
condition, accessibility, fire safety features, and other attributes mest current leass standards.

When the advertisement and market research identify potentially cost-effective locations, the
Leasing Specialist must conduct a market survey to evaluate the possibility that the alternatives
can meet both the agency's and GSA’s requirements.
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% 1. Succeeding Lease

Three scenarios are possible at this point:

1. No potentially acceptable locations (other than existing lessor) are identified through the
advertisement or the market survey. In this situation, a cost-benefit analysis is unnecessary,
and the Leasing Specialist should proceed with preparing a Justification to negotiate directly
with the current lessor. See Chapter 2, Part 5, under subparagraph 5.1, “Posting of
Justifications for Other Than Full and Open Competitions” for more information.

2. Potentially acceptable locations are identified, but the required subsequent cost-benefit
analysis indicates that the Government cannot expect to recover relocation costs and
duplication of costs through competition. The Leasing Specialist must capture this information
for preparing the Justification,

3. Potentially acceptable locations are identified, and the cost-benefit analysis indicates that the
Government could recover relocation costs and duplication costs through competition. Under
this scenario, the Leasing Speclalist must cancel the succesding lease project and initiate a
replacing lease project.

g. Cost-Benefit Analysis

If potentially acceptable locations are identified through the advertisement or market research, a
cost-benefit analysis becomes necessary for justifying a decision to pursue a succeeding lease
action. The critical issue in this analysts is to determine

whether the agency will recover the costs of relocation - - '

and duplication through the fower rents it may pay in You cannot skip this step!

the new [ease. Once potentially acceptable locations are
identified, the cost-benefit -analysis is a

A cost-benefit analysis must consider the following critical step in the succeeding lease

factors: process.

s The prices of other potentially available properties

o Relocation costs, including estimated costs for moving, telecommunications, and alterations
amortized over the full term of the lease

¢ Duplication of costs to the Government, (such as for tenant improvements, loss of
productivity, and disruptions)

s Other appropriate factors, such as costs to meet lease security standards in the new location
versus retrofitting the existing location to mest lease security standards

How to Establish Costs

GSA Leasing Specialists must establish the prices for other potentially available properties by
requesting each prospective offeror to provide an informational quotation for standard space for
comparison purposes. To establish these prices, GSA realty professionals must:

a, Provide a general description of the Government's needs that may be accomplished by
publishing an advertisement using the sample succeeding lease advertisement template in
subparagraph 1.e. above. A formal SFO is not required to obtain the informational quotation.
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b. Adjust the prices quoted for standard space for any special requirements. For example,
adjust prices appropriately for office space versus holding cells. This adjustment could also
be addressed in the tenant improvement budget.

¢. The Leasing Specialist must understand that most rates quoted are not fully serviced (to the
government's standards) and must be adjusted to compensate for these differences. For
example, fully serviced leases in the market might not include charges for snow removal,
grounds maintenance, or comimon area maintenance as required in the SFO.

d. For each price quote received, Leasing Specialists must document the following information:
1. Name and address of the firm solicited (the location must be within the delineated area)
2. Name of the firm’s representative providing the guote
3. Price quoted
4. Adjustments made to price
5. Description of the space and services for which the quote is provided
6. Name of the Government employee soliciting the quotation

7. Date of the quote

e. The Leasing Specialist must compare the informational quotations to the present lessor's
price, adjusted to reflect the anticipated price for a succeeding lease.

Templates

To facilitate compliance with GSAM 570.402-6, “Cost-benefit analysis,” the sample cost-benefit
analysis template appearing on the following pages incorporates the GSAM cost-benefit analysis
requirements for succeeding leases. Leasing Specialists must use this template as a guide.
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Cost-Benefit Analysis Template

] years. The full term of the
commitment, and the
)

]

Example. Acquisition of {.....JABOA Square Feel, 5-Year (Full Term) Analysis
Note: Tl allowances are calculated only on ABOA square fest.

Note: The [agerniey] will commit to a lease term of [numk CF
lease to be negotiated will be [AUH :0:,:9)] consistent with [
associated tenant improvements will be amortized over [nl

i o - ‘Present Location : +|: ‘Alternate Location -
5-year total rent/annual ABOA rate $3,072,000/%24 | $2,398,720/$18.74

New amortized tenant improvements ' $257,280 $1,137,920
Cost of physical movs." Include the following $5,029 $21,604

information in the estimate:

+ Number of people moving

» Number of cabinats or estimate 2 cabinets/person
s Number of boxes (or number of boxes per person)

» Number of existing workstations to disassembile,
move, and reassemble

» Move freestanding furniture ($/ABOA SF; # of
rooms)

o Temporary contingency storage fees per
workstation per month, if appropriate

« Furniture project management fees

« Space planning project management fees
Voice and data move.! Includes both move and $10,057 $68,974
replacement costs, since moves somstimes trigger
replacement of equipment that otherwise woutd have

been used for a longer time. Include the following
elements in the estimate:

» Purchase and install new [SDN phone system
+ Purchase new handsets
+ New volce/data ISDN line

+ Relocate existing voice/data ISDN line (including
phones In conference rooms, lines for fax machines,
etc.)

¢ Purchase and install new analog phone system
+ New voice/data analog line (fax)

+ Relocate existing voice/data analog line (fax)

¢ Purchase new switch

¢ Purchase new phones and voicemail system

¢ Purchase new LAN printer (data ling)

¢ Relocate existing LAN printer (data line)

» Purchase and install new computer equipment

510 PBS Leasing Desk Guide
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Lk Cost-benefit Ana]yS|s -
Acqwsutlon of 25 600 ANSI/BOMA Office Area (ABOA) Square Feet

5-Year (Fuil Term) Analyms
N Present Location.

“Alternate Location '.

« Relocate existing computef 'e'c';uipment
¢ Relocate computer rooms (# rooms $/ABOA SF

froom)
» Telecommunications preject management fees
Duplication of Reimbursable Work Authorization (RWA) $0 $410,702
alterations {above agency customization tler)
Temporary storage fees. Include contingency sterage $0 $0

fees per workstation per month, if appropriate

Total 5-year cost/annual ABOA rate (no escalations $3,344,366/$26.13 | $4,037,920/$31.55
included)

Full term lease savings $693,554

Estimate the costs of relocation by conducting market research, which involves:

» Reviewing PBS and Federal Acquisition Service client agency costs for recent relocation services
» Asking private companies thelr costs for recent relocalions

+ Searching for printed and on line advertisements for relocation services with quoted rates

Calling service providers for quoted rates.
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% 2. Superseding Lease

If a cost-benefit analysis fails to make a strong economic case for negotiating with only the
current lessor, the Leasing Specialist must pursue a full and open competition.

h. Justification for Other Than Full and Open Competition
(Justification)

A Justification provides the basis for the Leasing Spedialist to negotiate with a single source—in
this context, the existing lessor—without full and open competition. The leve! of approval required
increases as the dollar value escalates. The Justification template for succeeding leases Is
attached. The Justification must incorporate the cost-benefit analysis. Negotiations with the lessor
must not be conducted until the Justification is approved by the appropriate authority, The
Contracting Officer must closely coordinate with the Office of Regional Counsel on drafting the
actual Justification. The sample template in Attachment 1 is only for illustration and must not be
used without careful consideration of the facts in each case.

i. Final tips

GSA Leasing Specialists and support contractors must include the most recent SFO paragraphs
in all succeeding leases, unless waived or determined to be not applicable according to the
contract terms.

Succeeding leases must also comply with all budget scorekeeping rules and prospectus
requirements for succeeding lease actions. Chapter 11, Prospactus Level Leases, addresses
these scoring requirements in meore detalil.

Since succeeding leases normally have no alterations or improvements and, therefore, no above
standard Tenant Improvement costs, submission of a Reimbursable Work Authorization (RWA) is
usually not required. However, if the customer has requirements and an RWA is provided, the
Leasing Specialist must follow the procedures detailed in Chapter 2, Part 6.

j. Certification of Funds (Prevalidation)

The Leasing Specialist must request certification of Budget Activity 53 funds from the authorized
budget official. The certification must cover the lease period approved in the acquisition plan and
agreed to by the lessor, When funds are certified, the Budget Office will provide the Leasing
Specialist with an approved prevalidation of funding document, often referred to as a BA 53
fundcert.

2. Superseding Lease

A superseding lease Is new lease that replaces an existing lease before expiration. it is procured
following non-competitive sole-source procedures. It establishes new terms and conditions and
has a new lease contract number.

The Government considers executing a superseding lease to replace an existing lease when the
Government needs humercus or detailed modifications to a space that would cause
complications or substantially change the existing lease. The Lease Contracting Officer must
ultimately decide whether to pursue a superseding lease rather than an aiteration, extension, or
expansion of an existing lease. Additionally, the Leasing Specialist may pursue a superseding
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lease to take advantage of favorable market conditions that would result in considerable financial
savings.

The superseding lease process steps are identical to the succeeding lease process steps
described in the section above. The critical difference is that a superseding lease replaces an
existing lease before it expires.
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% Attachment 1: Sample Justification for Other Than Full and Open Competition,
Succeeding lL.ease

Attachment 1: Sample Justification for Other Than
Full and Open Competition, Succeeding Lease

UU.S. General Services Administration

GSA Region [ ]

[Name of Service Center/Division]
JUSTIFICATION FOR OTHER THAN FULL AND OPEN COMPETITION
LEASE NUMBER:

PROJECT NUMBER:

Agency Name:

1. IDENTIFICATION AND DESCRIPTION OF ACTION BEING APPROVED.

The General Services Administration currently leases [ar ace] rentable square feet
(RSF) of office space at [stree state] under lease number GS- J  ]forthe
[Agency]. The current lease explres [date]. Approval is requestad to negotiate a succeeding lease
with the Incumbent lessor without full and open competition for continued occupancy at this
leased location.

2. DESCRIPTION OF THE SUPPLIES OR SERVICES REQUIRED.

of space] rentable square feet
ssmn reqwrements the facility must be
yropriate].

gencyi] submitted a continuing need letter on [d
of office and related space. To satisfy the [:
within a walkable distance of the [

irement is for [amount of: space] RSF of space for a [years of agency Iease tern’g
year term to commence on [date]. T i
amount based on-information quotes: rece”

fise to advertisement]. The delineated area is [:dentt_

3. |DENTIFICATION OF STATUTORY AUTHORITY.

41 U.8.C. 253(c) (1): Only one responsible source and no other supplies or services will satisfy
agency requirements.

4. DEMONSTRATION THAT THE ACQUISITION REQUIRES THE USE OF THE AUTHORITY
CITED.

GSAM 570.402-5 allows for negotiation with the incumbent lessor when a cost-benefit analysis
shows that the Government cannot expect to recover relocation and duplication costs through
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Attachment 1: Sample Justification for Other Than Full and Open Competition,
Succeeding Lease ¢

Federal

competition. GSA placed an advertlsement conforming to GSA
Business Opportumtles W fedbizopps.gov) on [date adv |
received [nur f.interest received] responses. The incumbent lessor's
expression of intere ‘ 1t] RSF. The interested party
that provided the lowest cost quoted a rate of [dollar amc its expression of interest.

rent Lessor would require relocation of the entire requirement and
3] to incur move and re olicatlon costs that wouEd not be recovered

would cause [Age
through competit

or cy ‘Name] usmg the low cost quote exqegdj the cost of remalnlng at
cost-benefit analysis, the Govemment canhnot expect to recover relocation and dupllcatlon costs
through competition. Therefore, the Government intends to negotiate a succeeding lease and
remain at its current location.

5. DESCRIPTION OF EFFORTS TC SOLICIT AS MANY OFFERS AS PRACTICAL.

r.y,_,of ‘thepotentially: acceptable
jocatlon’s,,_ _d;.m'eet the Goverr itsj] In addition, an advertisement

was place |zOpps on [date of advertisement] GSA received only [number of expressions
of interest received] responses, which are:

6. DEMONSTRATION THAT THE ANTICIPATED COST WILL BE FAIR AND REASONABLE.

In accordance with Federal Acquisition Regulation (FAR) 6.303-2(a) (7), the Contracting Officer
determines by certifying this document that the anticipated cost to the Government of [dollaf
figlire)/RSF for the entire requirement is fair and reasonable.

Recent market surveys conducted by [national broker contractor n
showed the rental rate within the delineated area ranges from [identify
during market survey] per RSF.

7. DESCRIPTION OF MARKET SURVEY CONDUCTED.

r GSA] conducted a market survey
ng the incumbent;

In [date of i ‘stirvey], [national bre
that identified the following four location

PBS Leasing Desk Guide 5186
This page lasf revised: 12/17/2010




CHAPTER 5: Succeeding Lease, Superseding Lease

% Attachment 1: Sample Justification for Other Than Full and Open Competition,
Succeeding Lease

. Address ~i++ ‘Asking Full Service Rental Rate .

Figure 1: Market Survey Comparables

8. OTHER FACTS SUPPORTING USE OF OTHER THAN FULL AND OPEN COMPETITION.

Not applicable.
9. LIST OF SOURCES THAT EXPRESSED INTEREST IN THE ACQUISITION.,

10. STATEMENT OF ACTIONS TO OVERCOME BARRIERS TO COMPETITION.

Not applicable.
11. CONTRACTING OFFICER CERTIFICATION.

By signature on this Justification for Other than Full and O ition, the Contracting
Officer certifies that the award of a succeeding lease of [amo 6] RSF is in the
Government's best interest and that this Justification is accurate and complete to the best of my
knowledge and belief.

Date

[INé
12. TECHNICAL REQUIREMENTS PERSONNEL CERTIFICATION

18], Contracting Officer

[ certify that the supporting data used to form the basls of this Justification is complete and
accurate to the best of my knowledge and belief.

Date

18], Realty Specialist
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Expansions
Overview ¢

Overview

Changing agency initiatives can result in clienf agencies requesting that the General Services
Administration (GSA) expand or reduce space under a lease. When these changes occur during
the course of a lease and when it is impractical to wait until the expiration or end of the firm term,
GSA will determine if a change in square footage project on behalf of one or more agencies is the
correct solution.

A change in square footage project can be in the form of an increase or a decrease of space and
must be initiated by the client agency through normal space acquisition channels.

This chapter guides the user through the process of changing square footage during the course
of a lease. If a given subject matter is covered in detail elsewhere in this Desk Guide, the user is
referred to that chapter or appendix for comprehensive instruction rather than repeating the
information here.
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1. When Is an Expansion Considered?

New or replacing space actions may be accomplished through a lease expansion project
whenever appropriate space is available for lease in a location where GSA already teases space.
Expansion requests typically come from an agency that has a mission-related need for additional
space at a leased location. There may be cases where an expansion of an existing lease is
warranted regardless of whether the requesting agency is already housed at the location. In other
words, an expansion project is the expansion of an existing GSA lease with the lessor, not
necessarily an existing Occupancy Agreement (OA) with a client agency under a given lease.
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2. Determining the Scope of the Lease

Requests for expansion of space are handled differently depending on whether the expansion is
within the scope of the |ease or outside the scope of the lease.

An expansion is a modification of the lease contract. Whether an expansion is within the scope of
a lease is a procurement-related issue. Contracting officers must consider whether expansion
was within the scope of the competition that resulted in the award of the current contract. Factors
fo consider are the extent of the change, the performance period, the difference in cost between
the awarded lease and the lease as modified, and whether the expansion is of a nature which
potential offerors would reasonably have anticipated under the Changes clause. The standard
Changes clause for leases over the simplified lease acquisition threshold (SLAT) provides that
the Government may increase the amount of space, if the Lessor consents to the change,
thereby putting the offerors on notice that the Government may request an expansion during the
term of the lease.

For example, the expansion of a warehouse lease o provide for like warghouse space, ora
laboratory lease to provide for like laboratory space, could be considered within the scope of the
leass, regardless of the agency. The similarity of the use of the space and mission are factors
that can be taken into consideration. However, the expansion of a basic office lease to provide for
a technical iaboratory space, warehouss, or even high-end office space such as a judge’s
chambers may not be within the scope of the lease.
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3. Expansions Within the Scope of the Lease

The Lease Contracting Officer may determine, without further review by the Office of Regional
Counsel, that an expansion request is within the general scope of the lease when;

¢ The expansion request is made from the same agency component or sub-division as the
existing leass;

e Personnel to be housed in the expansion space have a mission-related need {o be co-located
with the employees in the existing space;
The expansion request is cotermincus with the existing lease term,
The expansion request is for a reascnable amount of space in comparison to the space
currently under lease; and

s The expansion request is not received immediately after the award of the lease—generally a
year after the award would be considered a reasonable amount of time.

Lease Coniracting Officers must consult with the Office of Regional Counsel before determining
that an expansion request is within the general scope of the lease If all of the criteria of this
paragraph are not met.

a. Agency Requirements

The client agency’s requirements may come to GSA documented, totally conceptual, or
somewhere in between. The Leasing Specialist must understand the agency’s needs as
described in Chapter 1, Requirements Development, and must have received verification of the
funding necessary for the changes before issuing changes to the lessor.

b. Competition

If the expansion space is within the general scops of the lease, the Leasing Specialist may
acquire the space through negotiations with the lessor without a Justification for Other Than Full
and Open Competition (Justification) (see GSAM 570.403). However, the Lease Contracting
Officer must document the file with a written determination that the expansion is within the scope
of the lease.

c. Availability of Space

Expansion projects are initiated based on the premise that expansion space exists or can he
constructed af the leased location and that it can satisfy the space need. The Leasing Specialist
must explore potential space solutions as well as determine the proposed cost of the expansion
space during an initial conversation with the lessor before initiating the project. Projected
expansion rates must be used in the cost-benefit analysis discussed below.

d. Market Research

The Leasing Specialist must assess the market value of the space, including the space bsing
expanded as well as other leases in the bullding and in buildings of similar character in the
immediate market vicinity.
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e. Documentation

The Desk Guide chapters Infroduction: General Information, Lease Authaorities, and
Responsibilities and Chapter 2, New or Replacing Lease, part 1, describe the systems required
for documenting lease actions (STAR, elLease, efc.).

PBS revises the existing OA to include the expansion space. The OA Tool blends the rates of the
existing and expansion space. The OA must continue to reflect the underlying lease contract.

f. Funding

An expansion to an existing lease is considered a new occupancy and PBS' policy and practice is
to require the lessor to provide the full tenant improvement (TI} allowance based on the client
agency's tier. (See Pricing Desk Guide (PDG) Section 2.2.1, 4™ Ed.) Whether the Tls are funded
through the rent or by a Reimbursable Work Authorization (RWA), the Leasing Specialist must
obtain a signed OA before awarding the expansion in the Supplemental Lease Agraement (SLA).
The OA must clearly indicate both the anticipated costs and method of funding. Refer to PDG for
relet space, second-generation space that already has Tls installed for a prior tenant, for
determination of the Tl allowance and lump-sum payment options.

In special circumstances, GSA may find it necessary or even advantageous to use Budget activity
54 (minor repair and alteration) funds to contract for the work directly. This option would normatly
be a last resort and the Leasing Specialist must discuss it with a regional portfolio manager and
Field Office staff. If BA 54 funding is fo be used, the Leasing Specialist must refer to the PDG for
guidance on amortization of GSA installed leasehold improvements.

d. Negotiations

The Leasing Specialist must advise the lessor that, unless specifically excluded in theSLA,
requirements and terms and conditions (other than price) in the existing lease will also be in effect
for the expansion space. These include technical requirements such as fire suppression systems,
and services such as cleaning, electricity, and maintenance. The Leasing Specialist should
advise the lessaor to account for the cost of these requirements in its proposal.

h. Award and Construction

At the conclusion of negotiations, once the lessor's proposal has been determined to be fair and
reasonable based upon market prices for comparabie space, the Leasing Specialist must update
the agency's OA with the final negotiated costs. After the agency signs the OA, the Lease
Contracting Officer must issue a Notice to Proceed to the lessor and schedule the design kickoff
meeting with the agency's and lessor's teams as soon as practical to maintain the project's
momentum.

The Leasing Specialist or the construction manager must actively manage the constriiction
process either directly or indirectly through other resources to remain on schedule and within
budget. Regularly scheduled construction inspections are critical, and the Leasing Specialist or
construction manager must compare the work to the plans and specifications, the lease, and the
SLAs to verify compliance with the Government's requirements.

i. Lease Copies and Post-Award Notifications

The Lease Contracting Officer must distribute the SLA and prepare post-award notifications as
prescribed in Desk Guide chapter 2, part 5, subparagraphs 5e and 5f.
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j. Commencement of Rent

Once GSA accepts the space as substantially complete and operationally functional, the rent
must commence immediately unless otherwise stipulated in the SLA. Commencement activities
include gathering as-built drawings, activating the lease, closing out the project, and other
procedures described in Chapter 2, New or Replacing Lease, part 8.
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4. Expansions Outside the Scope of the Lease

a. Agency Requirements

After consuitation with the Office of Regional Counsel, the Leasing Specialist may detsrmine that
acquisition of the expansion space needed is outside the general scope of the lease according to
the criteria in the paragraph?2 , “Determining the Scope of the Lease,” of this chapter and part.

Notwithstanding that the expansion is not within the scope of the lease, if the agency has a
mission-related need for the personnel to be co-located, or there are other justifiable reasons for
the expansion,, the Leasing Specialist must follow the steps in subparagraphs b and ¢ below to
determine which alternative is more cost effective and obtain approval to consolidate at the
existing location or at a new logation,

b. Market Survey and Cost-Benefit Analysis

The Leasing Specialist must conduct a market survey as described in Chapter 2, New or
Replacing Lease, part 2 to determine the availability of suitable alternative locations. If alternative
locations are available that can satisfy the total requirement, the Leasing Specialist must perform
a cost-benefit analysis to determine if it is in the Government's best interest to relocate. This
analysis must follow the cost-benefit analysis procedures as outlined in Chapter 5, Succeeding
Lease, Superseding Lease, and include the same factors, as appropriate. If the lease has
canceliation rights include the cost of the unexpired portion of the firm lease term rather than the
full lease term.

If the cost-benefit analysis supports an expansion, then the Leasing Specialist may proceed after
preparing the documentation and approval of the Justification as described in subparagraph ¢
below.

If the cost-benefit analysis doss not support an expansion at the existing location, then the
Leasing Specialist and the Regional Account Manager (RAM), as necessary, must advise the
agency and obtain ifs approval to proceed with a replacement lease for the entire requirement.
Therefore, even when expansion space s available and expansion could simplify the
procurement, the Leasing Specialist must not assume that an expansion is the only option or best
option.

c. Justifications and Documentation

If the Leasing Specialist pursues the expansion alternative and the lease is below the simplified
lease acquisition threshold (SLAT), then the lease file must include documentation that explains
the lack of competition (GSAM 570.203-2b).

However, if the Leasing Specialist pursues an expansion and the lease is above the SLAT, then
an Justification is required (GSAM 506.3).

The negotiation, award, design, construction, and commencement steps for out-of-scope
expansions are the same as the steps for in-scope expansions discussed above.

Once the physical and financial viability of an expansion has been established, the Leasing
Specialist must create the project in the appropriate system or systems and, if the expansion will
be outside the scope of the lease, prepare the Justification.
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1. Agency Requirements

When an agency notifies GSA that it intends to release space back to GSA, the Leasing
Specialist must first verify that the requestor has the authority to request the change. The Leasing
Specialist should contact the appropriate RAM for verification, if necessary, and refer requestors
to their appropriate agency officials if they are unauthorized to request changes and obfigate the
agency.

As with expansion projects, the client agency's reduced requirements may be fully documented,
totally conceptual, or somewhere in hetween. The Leasing Specialist must understand the
agency's needs and must have received verification of funding necessary for any changes before
issuing changes to the lessor. (Refer to Chapter 1, Requirements Development.) Whenever
significant changes are needed to reduce the space, GSA may provide space planning services
to the agency or contract with the lessor, as long as the agency funding is adequate and
designated for this purpose.

Whenever an agency notifies GSA that it intends to release space for which the Government
does not possess termination rights under the lease, GSA will be responsible for marketing and
backfilling the space to future tenants. All decisions should be made with this in mind.

For agency repayment obligations see Pricing Desk Guide (PGD}, 4™ Ed.,, section 5.3.4,
Repayments Upon Return of Space.
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2. Agency Rights and Obligations

Before accepting returned space from a client agency, the Leasing Specialist must ascertain
whether the agency possesses cancelation rights under its Occupancy Agreement (OA). The
Leasing Specialist should research the most current OA to determine whether it is cancslable or
non-cancelable, as well as the leass contract and SLAs to ascertain GSA's rights and obligations
toward the lessor. Whether GSA has termination rights with the lessor through the lease has no
bearing upcn the agency's right to return space to GSA. The agency's rights with GSA are
governed by the OA and national pricing policy.

Most OAs relieve an agency from the obligation to pay rent for terminated space beyond 4
months after notifying GSA in writing. The return of space to GSA must comply with the PDG.

Before the end of the 4-month notice period client agencies returning space must pay PBS the
principal balance remaining on any Tls. For additional information on lump sum payment options
for Tls, see 4™ Ed. PDG Section 2.5.10. Additionally, the client agency remains liable to pay rent
until it has completely removed all personnel and furnishings from the affected space and has
completed all work to construct new demising walls and madify building systems. In some
circumstances, accomplishing this may take much longer than 4 months. The Leasing Specialist
should advise the client agency of these facts when a longer period is anticipated.

When the agency's occupancy is governed by a noncancelable OA, GSA still has discretion over
whether to allow the client agency to terminate space. Several factors may affect GSA's decision
in this situation, including whether;

s The lease may be terminated without consequence or expense to GSA,;
s The terminating agency has agreed to cover the estimated cost obligations;

+ Another agency desires to backfill the space and agency vacating the space agress to pay
any rent differential between the backfill tenant and rent the vacating agency was paying not
including Tlis.; or

Considering the OA and lease obligations is only the first step in determining whether GSA will
accept space back from the client agency. The Lease Contracting Officer must not render a
decision on this basis alone.
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3. Marketability of Space

Just as critical as the agency’s right to return space to GSA is the marketability of the space being
returned. It is unreasonable for GSA to accept, and in turn expect a lessor to accept, space that is
not marketable. Once the Leasing Specialist determines that the agency has canceliation rights in
its OA, GSA's next responsibility is to determine the space’s marketability as defined in the 4"
Ed.Pricing Desk Guide, 5.3.2.

The following are examples of sltuations where the marketability of space is questionable :

s Small spaces, single offices, or closets;

¢ Inaccessible space at the back of the agency’s other space;

¢ Gerrymandered space that makes a fenant's layout difficult or impossible;

¢ Long, narrow spaces;

¢ Corridors; and

¢ Any other space that would be difficult to backfill as a result of the characteristics of the space
itself, not the finishes or building location.

The figure helow illustrates some of these problematic spaces.

Nonmarketable Spaces

Unusually Shaped Long, Narrow, and
Smaller Spaces Inaccessible Space Gerrymandered Space

ke b s e e e e e e e i

if an agency is the sole occupant of a building or occupies a targe block of space on multiple
floors, making partially returned space viable may mean requiring the agency to consolidate
operations on fewer floors so that the partially returned space is not comprised of numerous smalt
{but otherwise viable) spaces, which unduly limit GSA's opportunities for backfill. The agency
must bear the costs of alterations and moving necessary to perform this work.
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4. Marketability Determination

If the Lease Contracting Officer and regional asset manager determine the space is not
marketable, GSA may suggest ways to reconfigure the space to make it marketable. Once these
discussions are concluded with the agency and the
Lease Contracting Officer determines whether the
resulting space is marketable, the Leasing Specialist
must notify the agency of the decision in writing and, if
appropriate, provide a replacement OA indicating the
new reduced square footage after the work is complete. |-
If the space cannot be made marketable in a
configuration acceptable to both GSA and the client
agency, the Leasing Specialist should provide the agency.
determination that the space is not marketable to the
agency in writing, and the project may be closed out in the appropriate systems. PBS may not
refuse an agency release of space just because there may not be a sultable tenant and the space
might remain vacant.
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5. Notice to the Lessor

Before GSA can terminate space with the lessor, the Lease Contracting Officer must understand
the Government's rights and obligations under the lease. Several questions, including the
following four questions, must be answered at this point:

¢ Does GSA possess termination rights under the lease?

+ If s0, what are the notification requirements for exercising termination rights?

» s the agency terminating all or a portion of its space?

» If a portion, does GSA possess partial termination rights or full termination rights®?

The answers to these questions will help the Lease Contracting Officer determine whether to
issue notification of termination or to initiate discussions with the lessor.

a. Complete Terminations

Within Termination Rights

The simplest form of termination occurs when the client agency terminates its entire space during
the Government's terminatlon rights period. In this clrcumstance, the Lease Contracting Officer
may notify the lessor in writing as prescribed in the terms of the lease and proceed to close out
the space just as if the lease had expired. {Refer to Chapter 2, New or Replacing Lease, part 8
for closeout procedures.)

Without Termination Rights

If the lease does not grant the Government the right to terminate, or if termination rights take
effect so far in the future that allowing the iease to run its course would pose an unacceptable
financial burden to the Government, the Lease Contracting Officer should consult with a regional
asset manager to consider whether legitimate backfill opportunities exist. When looking for
hackfill opportunities consider the security level of the remaining tenants and the prospective
tenants in making the decision. When all options for backfill are exhausted the L.ease Contracting
Officer should contact the lessor to reguest the right to terminate. Most lessors will require GSA to
make some form of lump-sum payment—called a buyout—for this right. [n this circumstance, the
Lease Contracting Officer should perform an analysis to establish the present value of the
remaining term of the lease and compare it to the

lessor's buyout requirement,

Collaboration with the Office of Regional Counsel, Look for Backfill Tenants
regional asset management, regional finance staff, and Before é'g}ée,['hé tc;é bu.y'ou"t pa .r.ﬁ.é'n:l for &
the Ler?\se Coqtractjng Officer's management are . the lessor, the Lease _Qéhtra_@tir{d Officer .
essential at this point so that proper budgetary actions | g5.4d consider whether other client . - .-
are taken before agreeing to terms with the lessor. The | agencies or private Al
Lease Contracting Officer must make a judgmentasto | tenants are availab [ mitigate
whether it is more favorable to compensate the lessor GSA's financlal exp SRR
in a lump-sum payment or to continue making monthly R
rent payments. The rationale must be documented in
the file.
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The final agreement should be established through an SLA and the lease closed out after the
space is vacated in agreement with the established terms.

b. Partial Terminations

Within Termination Rights

When the client agency terminates only a portion of its S E
space {or its entire space when the agency is housed Provisions for Remaining Space. -
in a multitenant lease), where the lease provides partial : - N
termination rights, the Leasing Specialist must notify ;ﬁ;e]é‘:::r'?ﬁa??f:’:gggﬁgﬂi{;gm
the lessor in writing as provided in the leass, supply a under the lease will be subject to the -+

floor ptan that clearly delineates the space being surviving lease provisions and verify that
terminated, and request a cost proposal from the the physical space and building systems

lessor if any work will be required to subdivide the are altered accordingly. o
space. The costs must be documented in the lease i :
through an SLA. Obtain floor plans that clearly show

the remaining premises.

If there is an outstanding Tl balance after a partial release of space, the unamortized balance of
the Tl may be reamortized over the remaining space in the OA as provided in PDG, section 5.3.5.

¢. Documentation

Chapter 2, New or Replacing Leass, part 1 describes the systems required for documenting lease
actions (STAR, slLease, negotiation records, etc.).

d. Design and Lease Commencement

See Chapter 2, New or Replacing Lease, or Chapter 8, Alterations in Leased Space, for details
on design and configuration of occupied space.

If GSA excess furniture services are desired, the RAM can assist with arrangements.

See Chapter 2, New or Replacing Lease, part 8, which provides details on lease commencement
activities.
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Overview

Lease extensions are employed, if necessary, when a Government tenant is unable to vacate the
property by the time a lease expires. An extension is a negotiated agreement between the lessor
and the Government allowing the tenant agency to continue to occupy its current location for a
short term. In an extension, other terms and conditions of the lease originally agreed upon remain
unchanged, unless otherwise stated in the lease extension document via Lease Amendment.

Extensions are a critical tool and a valid option for avoiding a holdover occupancy (see Chapter
10, Lease Holdover). They can perform an important function in filling a short-term gap, by
allowing continued occupancy if a lease is near expiration and no other viable options are
available.

It is important not to rely upon extensions as standard, everyday practice. They pose several
problems and concerns and the Leasing Specialist must approach them as a lease action of last
resort.

Extensions are undesirable because of several disadvantageous market factors:

e Extensions limit the negotiating power of the Government to secure favorable contract terms,
rents, or other conditions.

e Typically, agreements with shorter terms carry higher rental costs.

e Lessors may not want or even be able to accept the terms sought by the Government, due to
prior commitments for the space.

e Lessors may have trouble securing financing with the lack of a long-term agreement.

1. Policy

a. General Requirements

If the value of a lease extension exceeds the Simplified Lease Acquisition Threshold (SLAT), a
justification for other than full and open competition is required.

For extension values below the SLAT, the Lease Contracting Officer may use the Simplified
Lease procedures and document the file accordingly. The Lease Contracting Officer’s
documentation must be updated to reflect the SLAT procedures for extensions. See Chapter 3,
Simplified Lease Acquisition, for more background on these procedures.

b. When To Seek an Extension

The Lease Contracting Officer may enter into a contract without providing for full and open
competition when the property or services needed by the agency are available from only one
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% 2. Requirements Development

responsible source, no other type of property or services will satisfy the needs of the agency, and
the action is supported by a Justification for Other Than Full and Open Competition (Justification).
The following are examples where this would apply to an extension:

e The agency occupying the leased space is scheduled to move into other federally controlled
space, but encounters unexpected delays in preparing the new space for occupancy.

e The Government encounters unexpected delays outside of its control in acquiring
replacement space.

e The Government is consolidating various agencies and the Lease Contracting Officer needs
to extend the terms of some leases to establish a common expiration date.

e The agency occupying the space has encountered delays in planning for a potential
relocation to other federally controlled space due to documented organizational, financial, or
other uncertainties.

2. Requirements Development

a. Determine Need for Extension

In order to negotiate acceptable extension terms, the Lease Contracting Officer needs to know
the status of the long-term replacing action that will deliver future space for the client agency—
that is, when the future space will be available for occupancy. This factor could drive the
requirement for a short-term extension to serve as an interim solution between a client agency’s
current requirement (the expiring lease) and its future long-term requirements.

The Leasing Specialist must arrange a lease extension of adequate length to protect the
Government’s occupancy, yet also negotiate extension terms effectively with the current lessor to
limit duplicated rents and other costs.

b. Administrative Requirements

Create a Project

Request a project number for budgetary and tracking purposes. A separate project number is
needed to track every lease extension, regardless of its length.

Obtain Signed Occupancy Agreement from Client Agency

Prepare a revised draft Occupancy Agreement (OA) reflecting the revised lease terms. Agency
signature of the OA is not required when the rental rate terms of the expiring lease and extension
are identical.

Deferred Maintenance Issues

Consult with the Lease Administration Manager on space issues that can be addressed during
the extension period, such as deferred maintenance items identified during inspections.
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Draft Extension Schedule

Prepare a milestone schedule for the extension action in eLease.

c. In-House versus Broker

Lease extensions are conducted in-house only, unless the region has provided a justification that
clearly identifies the need to use a broker. The National Program Manager must make an
exception before the Region may use a broker for extensions unless the long-term housing
solution for that agency is being tasked to the broker. In that case a broker may also be tasked
with the extension project.

3. Acquisition Planning

a. Prepare Acquisition Plan

A lease extension requires an acquisition plan. See chapter 2 for more details.

b. Review Existing Lease File

The Leasing Specialist must review and ascertain significant elements of the existing lease file
and contract terms.

e Determine the Lease Amendment number for the extension Lease Amendment.

e Look for Tenant Improvement (T1) Rates—Amortized Tl rates included in the initial lease will
likely expire. The extension rate must not include these rates.

e Confirm that ownership information is correct and that the Form 3518, Representations and
Certifications, is current—Verify that the owner’'s name and address in the lease is correct
and current. Verify this information against the Central Contractor Registration (CCR). If the
property has changed hands, or there was a name change, a lease assumption (novation)
agreement or a change of name agreement is necessary. Updates to the lessor’'s address
can be made via the extension Lease Amendment or in a separate Lease Amendment.

c. Develop Negotiation Objectives

Short-term extensions can require the Government to pay a premium rate because of both their
short term and the usual inclusion of termination rights. If there were no rate adjustments during
the prior term, negotiating an extension may present an opportunity for a rate adjustment (for
GSA or the lessor). Prepare your negotiation objectives with these factors in mind.

4. Market Analysis

Analyze the market to determine a potential rate for the extension term. Conditions in the current
market will assist in determining a fair and reasonable rate for the Government. These can be
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established using CoStar and other market data tools, as well as leases recently awarded in the
delineated area. Because rates vary across different markets and neighborhoods, a precise
market study is necessary for preparing to negotiate a fair and reasonable rental rate.

The negotiated rental rate for the extension must exclude a tenant improvement allowance, since
the allowance would have been recovered under the initial term of the lease. As such, the short-
term extension might be less than the rental rate for the prior expired term. Nevertheless, in a
very aggressive market the rental rate could be higher than average due to the short-term nature
of the extension. Always make certain that the rental rate is within the market range, preferably
no higher than the average rental rate, and that it is considered fair and reasonable.

5. Justification

a. Justification Approval Thresholds

If the value of a lease extension will not exceed the simplified lease acquisition threshold the
lease contracting officer may use the Simplified Lease procedures and explain the absence of
competition in the file. See Desk Guide chapter 2, part 1 for Justification and approval
requirements for leases that exceed the SLAT.

b. Developing the Justification

The Lease Contracting Officer must document the Justification in writing, certify its accuracy and
completeness, and obtain the required approvals.

The Justification must provide a sound rationale for securing an extension. The following are
some of the factors that the justification could cite, as appropriate:

e Financial or other advantages of avoiding a lease holdover (this does not require a cost
benefit analysis) and

o Alack of potential lessors interested in providing space under a short-term lease,

Because Justifications for projects above the SLAT require approval above the Lease Contracting
Officer level, sufficient time must be allowed for obtaining these approvals.

c. Posting the Justification

The Justification must be posted on the Federal Business Opportunities (FedBizOpps) website
after awarding the lease extension. Information exempt for public disclosure must be redacted.
See Chapter 2, Part 5, Section 5.f, “Post-Award Notifications,” for more information.
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6. Negotiation and Award

a. Request for Offer and Negotiation

A request for an offer for a lease extension can be made via phone, email, or formal letter to the
lessor. Negotiations must not commence until after the acquisition plan and justification have
been approved.

b. Scoring—Operating Versus Capital Lease

The Lease Contracting Officer must include a memorandum in the file (see Attachment 1 to this
chapter) verifying that the lease for the extension period remains an operating lease as defined in
Appendix B of OMB Circular No. A-11 (2008). If the memorandum verifies that, for scoring
purposes, the extension is for a term not more than 5 years, the rent to be paid under the
extension is below the prospectus threshold amount applicable at the award date of the extension,
and the extension meets the following criteria, a “90 percent” scoring calculation is not required
to make an operating lease determination. The memorandum must indicate:

1. Ownership of the asset will remain with the lessor during the term of the lease and is not
transferred to the Government at, or shortly after, the end of the lease period.

2. The lease does not contain a bargain-price purchase option.

3. The lease extension term does not exceed 75 percent of the estimated economic life of
the asset.

4. The asset is a general-purpose asset rather than being for a special purpose of the
Government and is not built to the unique specification of the Government as lessee.

5. There is a private sector market for the asset.
6. The project will not be constructed on Government land.

7. There is no provision of Government financing and no explicit Government guarantee of
third party financing.

8. Risks of ownership of the asset remain with the lessor unless the Government was at
fault for such losses.

If any of the above criteria are not met, Leasing Specialists and Lease Contracting Officers must
refer to the latest GSA scoring policy.

c. Price Negotiation Memorandum

The Lease Contracting Officer must document the background of the lease and explain the
purpose of the extension in a Price Negotiation Memorandum (PNM). Because the extension is a
sole-source acquisition, this document focuses on negotiations with the existing lessor, as
opposed to the multiple offerors that the PNM for a new lease might discuss. It must capture the
progression and final outcome of negotiations with the lessor, and the business rationale leading
up to the final recommended decision. Its content must otherwise meet the same requirements as
described in Chapter 2, Part 5, Section 3.c, “Price Negotiation Memorandum (PNM).”
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d. Certification of Funds (Prevalidation)

The Leasing Specialist must request certification of Budget Activity 53 funds from the authorized
budget official. The certification must cover the extension period approved in the acquisition plan
and agreed to by the lessor. When funds are certified, the Budget Office will provide the Leasing
Specialist with an approved prevalidation of funding document, often referred to as a BA 53
fundcert.

e. Execute Lease Amendment

The Leasing Specialist must prepare the Lease Amendment reflecting the results of the final
negotiation, including revised lease expiration date, any changes to the rental rates, operating
expense base, termination rights, or any other terms which have been amended.

After review and approval by the Lease Contracting Officer, the Leasing Specialist must send two
copies of the Lease Amendment to the lessor for signature. Once the Lease Amendments are
returned by the lessor, the Leasing Specialist must check the documents to confirm that all pages
are initialed with no new changes. The Lease Contracting Officer must execute both copies of the
Lease Amendment and return one signed copy to the lessor for its records. The date of
Government execution must be recorded in the upper right corner of the document.

Lease Amendments for extensions include three dates: the beginning and end dates of the lease
contract term and the date of signature.

The Lease Contracting Officer must submit the required documents for processing lease
payments. Upon completion of processing, the Lease Contracting Officer must notify the Project
Manager and Lease Administration Manager of the completed action and place the original
executed lease in the lease file. The Lease Contracting Officer must provide copies to local and
headquarters representatives of the client agency, the GSA field office, Federal Protective
Service, and other appropriate team members.
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Attachment 1: Determination of Operating Lease Classification for Lease
Extension ¢

Attachment 1: Determination of Operating Lease
Classification for Lease Extension

Date:

Memorandum for: The File

From: Contracting Officer
Subject: Lease GS-XXX-XXXXX

Determination of Operating Lease Classification for Lease Extension

The Government intends to extend the above lease through for the period
through . This memorandum verifies, for consistency with scoring policy, that the
lease term does not exceed 5 years and has met the following conditions and, therefore, can be
classified as an operating lease as further defined in OMB Circular No. A-11, Appendix B. Having
satisfied the criteria listed below, the “90 percent” scoring calculation is not required.

1. Ownership of the asset will remain with the lessor during the term of the lease and is not
transferred to the Government at, or shortly after, the end of the lease period.

The lease does not contain a bargain-price purchase option.

3. The lease extension term does not exceed 75 percent of the estimated economic life of
the asset.

4. The asset is a general-purpose asset rather than being for a special purpose of the
Government and is not built to the unique specification of the Government as lessee.

5. There is a private sector market for the asset.
6. The project will not be constructed on Government land.

There is no provision of Government financing and no explicit Government guarantee of
third party financing.

8. Risks of ownership of the asset remain with the lessor unless the Government was at
fault for such losses.

The rent to be paid under the extension is below the prospectus threshold amount applicable at
the award date of the extension.

GSA Contracting Officer
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1. Overview

Alterations as discussed in this chapter of the desk guide are post occupancy layout modifications
requested by an agency during the fease term. The intended result is for the space to better
support the agency's mission and evolving long-term needs.

The Generat Services Administration’s (GSA) procedures for securing leasehold alterations are

described in GSAM 570.5. The reader should understand that this policy gives the Lease
Contracting Officer latitude to make discretionary decisions in the Government's best interest.

a. Reasons for Alterations
The most common reasons for alterations in leased space include:

» Installing or replacing equipment;
¢ Using new or modified layouts;
+ Accommodating requirements for additional facilities (such as conference rooms); or

¢ Changing mission-related requirements (such as security enhancements).

b. Procurement Responsibility

The Leasing Specialist and Lease Contracting Officer

Typlcally, the Leasing Specialist {LS) and Lease Contracting Officer {LCO) are responsible for
procuring alterations of any size as long as those alterations are being performed directly by the
lesser, The Leasing Specialist or Lease Contracting Officer are not authorized to conduct
competitive procurements for alterations with anyone other than the lessor (ses table 8.1). They
must use a Lease Amendment as the contractual

document for this work.

The Property Manager

Property Managers who have been delegated Contracting Note:

Offlcers Representative authority by the Lease Contracting

Officer may procure alterations up to $150,000 depending Even when designated as
upon the level of their contracting officer's warrant. Unlike a Contracting Officer

the alterations process followed by the Leass Contracting Representative (COR), if
Officer, Property Managers are authorized to procure the . “the Property manager =~ .
alteration directly with the lessor or through other vendors | - .contracts for an alteration, = -

using a competitive process, using GSA Form 300, Order

- they must have theirown ..~
for Supplies and Services, as the contractual document. cti ers

~Contracting Officer's.

The Client Agency Official
Occasionally, the Lease Contracting Officer will delegate

Contracting Officers Representative authority to a client
agency official to procure minor alterations from the lessar,
for an amount up to $150,000. The authorized official, who will procure these alterations with the

PBS Leasing Desk Guide 8-1
This page last revised: &31/2011




CHAPTER 8: Alterations in Leased Sp'ace

% 1. Overview

lessor using a purchase order request or another agency approved form, must have a contracting
officer's warrant at the appropriate level.

Contract Specialist and Contracting Officer (GS-1102)

On rare occasions, the existing lessor cannot or will not perfarm the alteration and this work must
be procured from an alternate source by a contracting officer from the GS-1102 series. The
contracting officer must procure this work through a competitive process or through other
procurement vehicles such as the 8(a) program or firms on GSA schedules. The lessor may still
compete for the work in a full and open competitive procurement.

The Lessor's Role

Although leases do not give lessors a right of first refusal to perform alterations, it is typically
haneficial to allow lessors to perform the work. In most cases, lessors offer the lowest risk option
for performing alterations hecause of their knowledge of their buildings and systems. Using an
outside vendor could result in lability to the Government as a result of any damage or poor
workmanship on the part of that vendor. The Office of Regional Counsel should be consulted to
address the potential liability when procuring alterations from a source other than the Lessor.

Note: This chapter does not address the steps required for a Property Manager, client agency

official or Contract Specialist to contract for alterations using a GSA Form 300.

id-Offi

Froperty Manag
" ‘ i

”How Big?: Alteration
procuremant size

Any dollar ameunt

Any dollar amount

At oriess than $150,000

At or less than $150,000

With whom? Directly Direct with lessor only Competitive with Direct with lessor or Direct with lessor only
with lessor or others contractors or other competitive with others

procurement vehicle

such as 8(a) or firms on

GSA schedule
Using what? Lease Amendment GSA Form 300 GSA Form 300 GSA Form 300 or other
Lease Amendment; cllent agency form

GSA Form 340, Order
for Supplies or
Services; or other
approved form

Excaptions/Notes

1. CO only gets involved
if lessor does nof
perform alterations and
the alterations must be
secured from an
alternate source.

2. The SOW must be
provided by the client
agency.

1. LCO must have
delegated Contracting
Officer's Representative
(COR) authority to
Property Manager

2. Property Manager
must provide copies of
GSA Form 300 to
LSACO for the lease file

¢. Government’s Contractual Right to Perform Alterations

GSA’s unilateral right to perform alterations in space under lease is prescribed in several places

throughout the standard lease contract:
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s  General Clauses, Paragraph 19: Alterations
¢ General Clausss, Paragraph 33: Proposals for Adjustment

e (General Clauses, Paragraph 34: Changes

The Government, not the lessor, has the right to decide who will perform the alterations.

d. Effect of Alterations on Leases

Operating and Maintenance Costs

Certain buildouts can affect both the operating and maintenance costs of the space. For example,
construction of a computer room with dedicated 24-hour heating, ventilation, and air conditioning
may increase utility consumption or require special filters. The addition of equipment that requires
periodic maintenance will add costs of maintenance for the lessor unless the government will
perform such maintenance. Under such circumstances, the lessor may request an equitable
adjustment as a result of an alteration. Even if the alteration was procured using a GSA Form 300,
the Leasing Specialist may still have to prepare a Lease Amendment to make the iessor “whole”
on these adjusted costs. While it is the lessor’s responsibility under the lease to make a timely
claim for equitable adjustment, the Leasing Specialist must
always be aware of these potential effects when procuring
alterations. The Leasing Specialist or Lease Contracting
Officer must be careful to prescribe in the Lease Reminder: If the

Amendment who will perform the maintenance. Leasing SpecialistLease

Contracting Officer

Method of Funding Alterations agrees to an equitable
Unlike the initial tenant improvement (T1), which is funded - adjustment in the .
primarily through an amortization in the rental rate, S ooperating expenses Paid

= through the rent; revise .. -

leasehold alterations are primarily funded through
the Qccupancy.

reimbursable work authorizations (RWAs). RWA funding is
discussed further in this chapter, as well as in Chapter 2,
Part 8, "Design, Tl Negotiations, and Notice to Proceed”,
under the heading "T1 Overage.” Detailed RWA guidance is
provided on the RWA Guidance and Policy web page at
hitp:fphsportal.pbs.gsa.gov.7777/portal/page?_pagsid=82,
5507628 _dad=portal&_schema=PORTAL

Joint use space alterations in a multi-tenanted leased building are funded by GSA in accordance
with the Pricing Desk Guide 4™ edition available at

hitp:/ipbsportal.pbs.gsa.gov.7777/partalipage?_pageid=84,701041&_dad=portal&_schema=POR
TAL

Lease Amendments and Other Contractual Forms

Lease Amendments are used to document the lease terms or conditions for most standard
alteration procurements. Table 8-1 summarizes the exceptions to this process. One best practice
to consider is to prepare Lease Amendments for all alterations, even those procured separately
by purchase order. Preparing a Lease Amendment will provide a historical record within the lease
file if there are future restoration or equitable adjustment claims by the lessor.
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Section 106 Compliance for Alterations in Historic Buildings

Work that may alter historic spaces, materials or site characteristics is subject to National Historic
Preservation Act Section 106 review, coordinated by GSA’s Regional Historic Preservation
Officer (RHPO). Contact the RHPO in early planning for requests potentially affecting historic
properties to identify and address preservation issues the project may raise.

2. The Standard Alterations Process

The following steps typically apply to standard alteration procurements (see LS/LCO standard
approach column of Table 8-1).

a. Requirements and Scope Development Phase

Alterations Request

The client agency first submits an alterations request to GSA by letter or email and must include a
scope of work (SOW). This request may or may not include a GSA Form 2857, Reimbursable
Work Authorization (RWA).

Refining/Developing SOW

Next GSA must work with the client agency in developing or refining the scope of work as
necessary. Depending upon the alteration required, the scope of work can contain, for example,
one or more of the following: a narrative, floor plans, equipment specifications, contractor
qualifications, and security clearance procedures.

The level of detail in the scope of work will vary based on the procurement process. More detailed
SOWs will be needed if a solicitation for alternative sources is required.

Section 106 Consultation

Federal Management Regulation (FMR) 102-78, Historic Preservation, and GSA ADM1020.2,
Procedures for Historic Properties, outline requirements and procedures for compliance with
Section 106 of the National Historic Preservation Act. Every effort should be made to avoid, or if
unavoidable, to minimize, adverse effects on historically significant spaces, materials, and
character-defining architectural features, in accordance with the Secretary of the Interior's
Standards for Rehabilitation. Depending on the magnitude of the request, additional review for
compliance with the National Environmental Protection Act or coordination with local development
plans may bhe required. Agencies in historic properties should coordinate with GSA’s Regional
Historic Preservation Officer early in scope development to ensure that Section 106 requirements
are met prior to committing funds to a specific solution or approach that may affect historic
materials or spaces.

Scope Determination

General Services Administration Acquisition Manual (GSAM) 570.502-1 outlines different
justification and approval procedures, depending on whether the alterations are considered {0 be
within the general scope of the lease. To assist in determining whether the requested alterafions
are within the scope of the original tease or out of scope requirements the Leasing Contracting
Officer must;
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¢ Decide whether the work is fairly and reasonably part of the lease requirement originally
contracted for; and

e Evaluate the intended purpose of the alterations along with the estimated cost compared to
the current use of the space.

The cost of the alterations relative to the lease value is not necessarily an indicator of whether
they are within or outside the scope. The Leasing Specialist must understand that although most

alterations will fall within the scope of the lease, common sense must be applied to the scope
determination and the criteria listed above.

In-Scope Requirements

If the alterations are within the scope of the original lease, they may be performed by the lessor
without a Justification for Other than Full and Open Competition (Justification) if:

¢ The lessor is willing to perform the alterations at a fair and reasonable price; and
+ |tisin the Government's interest to acquire the alterations from the lessor.

As a best practice recommended under this scenario, the Leasing Specialist or Property Manager
should create a memorandum to the file to document the scope determination.

Out-of-Scope Requirements

If the alterations are outside the scope of the original leass, the Leasing Specialist or Property
Manager is authorized to proceed with one of the following options:

¢ If the alteration cost will exceed the simpilified lease acquisition threshold, prepare a
Justification and execute a contract with the lessor;

¢ [f the alteration cost will exceed the micro-purchase threshold, as defined in FAR 2.101 but
fall below the simplified lease acquisition threshold, use simplified acquisition procedures and
explain the absence of competition in the file; or

¢« Work with 2 GS-1102 Contracting Officer to procure the alterations from an alternative vendor.

b. Preproposal and Proposal Phase

Preproposal Actions

Acquisition Plan

The first step in this phase s to create an acquisition plan. The Leasing Specialist must adjust the
current acquisition plan template so that it is geared toward space alterations, not lease
acquisition. The plan must address relevant issues, milestones, risks, such as:

« How to decide whether the price is fair and reasonable;

» The Independent Government Estimate (IGE), competitive bidding, cost and pricing data, etc.,;

¢ The time remaining in the lease term;
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Note: Before contracting for major alterations when the remaining tease term is cancelable,
consideration must be given to:

o Early exercise of any existing renewal option;

o Cancellation of the lease and procuring new space,

o Acquiring a succeeding lease; or

o Acquiring a superseding lease before contracting for major alterations.

The Leasing Specialist should consider alternatives that include the cost of alterations
amortized completely or partially over an appropriate succeeding lease term, as well as
offers for a succeeding lease with the Government paying the alterations by negotiated lump
sum, and then make a comparison of all alternatives, taking into account the client agencies’
operating needs and all of the cosis associated with each alternative. The lease contract file
must reflect the rationale in support of the chosen alternative.

This strategic thought process may also be employed for alterations regardless of scope.
¢ The operating rent effect, if any;
» The schedule effect (if part of larger project);

o Other client-specific issues {such as the Department of Defense 1-year funding requirement);
and

s The client regulatory requirements that support the alteration project.

Obtain Independent Government Estimate

The Leasing Specialist or Property Manager must obtain an Independent Government Estimate
(IGE) to serve as the basis for analyzing and negotiating the lessor’s cost proposal. The IGE can
be created from any of the following sources:

* (GSA project engineers;

¢+ Cost estimators;

¢ Estimating contractors;

» Field office personnel {if the alteration is $150,000 or less); or

o The Client agency (although agency estimates may not be detailed enough to be used for
nagotiation purposes). e e e
Tip:
If the estimate for the alteration is $150,000 or less, the
alterations may be requested by a local GSA field office Sometimes the RWA money
or the authorized client agency official. ~comes first. However, the RWA
cannot be accepted untif the .- .

If the estimate is more than $150,000 but less than the
prospectus threshold (more than $1,395,000 for Fiscal
Year 2011), then the alterations must be requested by
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the client agency's authorized ordering officlal.

If the estimate exceeds the prospectus threshold (more than $1,395,000 for Fiscal Year 2011),
the Leasing Specialist or Property Manager must consult with Portfolic Management and the
Office of Regional Counsel before proceeding with the project. Additional information for
alterations that exceed the prospectus threshold ¢an be found on the PBS Insite Office of
Portfolic Management Capital Allocation Division (PT) web page

[htto://pbsportal. pbs.gsa.gov.7777/portal/page?_pageid=84,1483708_dad=portal&_schema=PO
RTAL]

Request RWA From Agency

The RWA request must include the amount of the IGE plus additional overhead fees generated
from the RWA calculator

(hitp://pbsportal.pbs.gsa.gov:7777/pls/portal/PORTAL. wwv_media.show?p_id=7234260&p_settin
gsselid=389648p_settingssiteid=0&p_siteid=80&p_type=basetexi&p_textid=7234261). These
fees typically include a 4 percent GSA project management fee, as well as an RWA overhead fee
and contingency (if not already included in the estimate).

Project Manager Accepts RWA

The Project Manager's signature on the RWA indicates acceptance. Once it is signed, the
responsible GSA associate (usually the regional RWA Manager) then sends the RWA to the
budget analyst. The budget analyst then assigns an RWA number and rsturns a copy of the RWA
to the client agency with a cover letter. The budget analyst alsoreturns a copy of the cover letter
and a copy of the RWA to the Project Manager, who forwards them to the Leasing Specialist or
Property Manager.

Proposal Actions

Issue Request for Proposal

The Lease Contracting Officer must send the lessor a letter requesting pricing for the work. The
letter must reference requirements in GSAM 552.270-13, Proposals for Adjustment, for
structuring the price proposal. Include in the letter (as attachments) all requirements information
from the client agency.

Receive and Evaluate Proposal from Lessor

When GSA receives the proposal from the lessor, it must be evaluated fo determine whether it
mesets the Government's requirements. To analyze price or cost, compare the proposed cost to
the IGE and any applicable audit. The profit resulting from the proposal should also be assessed,
if possible.

The breakdown of costs (labor and material) must be reviewed, as well as any required designs
and drawings.
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c. Negotiations, Contract Preparation, and Award Phases

Price Negotiations

The negotiated price must be fair for both the Government and lessor and provide the lessor with
incentive for efficient and economical performance This requires sound judgment and a
willingness fo make a reasonable compromise when .

necessary. Before negotiating, it is important to set goals.
These can include individual line item negotiating goals (for
example, drywall, plumbing, and finishes), as well as total
pricing goals, so that a determination of falr and reasonable
pricing can be made. The negotiations must be documented
in the contract fife (see Chapter 2, Part 5, Award
Determination, paragraph 3 ¢, Price Negotiation
Memorandum).

'ﬁj’.-T-i.?.'*; Ba‘_?_k'_fifi

L contracting for -
-sa[terauon_s re!ated_ to

_tdterm aiterat:on

Contract Preparation :
uired. by an agency

Confirm Funding

The Leasing Specialist can confirm funding for the
alterations through discussions with the local budget
analysts in your region. The budget analysts will need
specific confract information such as the lease and Lease
Amendment number, building number, lessor name, and
negotialed contract costs. The Leasing Specialist must
obtain a Pegasus Document Number (PDN} from the budget analyst to confirm funding. The
Lease Contracting Officer must never rely on the RWA alone, as other intervening factors may
have affected the balance remaining on the RWA.

Draft Contract

A Lease Amendment is the contract vehicle for alterations. The Lease Amendment must
incorporate the scope of work, negotiated price the Government will pay for the alterations, time
frames to complete work, invoicing instructions, drawings, any increase in operating or
maintenance costs, and restoration language. General conditions are also added io the Lease
Amendment to ensure successful performance and protection of the Government's interests.

Award

Lease Amendment as Obligating Document (Preferred Method)

To process this award, the Leasing Specialist must send the lessor two copies of the Lease
Amendment for signature. The lessor then refurns hoth copies to the Government. The Lease
Contracting Officer executes the Lease Amendment and retfurns one copy to the lessor along with
a transmittal letter authorizing the lessor to proceed with work. The Leasing Specialist must then
send a copy of the Lease Amendment (the obligating document) to the budget analyst within 5
days of execution.

Contract Award and Obligation (Notice To Proceed Method)

In rare circumstances, it may be necessary to unilaterally issue a Notice to Proceed (NTP)
before executing a Lease Amendment (or other contractual agreement). Under this process, the
Lease Contracting Officer sends a letter with NTP language {o the lessor {the NTP must include a
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PDN and invoicing instructions}, and this letter becomes the obligating document. The Leasing
Specialist must send a copy of the NTP to the Budget Office within 5 days of signing the letter.
For contractual continuity, the Lease Contracting Officer must also prepare the Lease
Amendment for the lessor’s signature that incorporates the scope of work, using the effective
date of the NTP letter as the effective date of the Lease Amendment (ideally, this occurs
simultanaously, with the Lease Amendments for signature accompanying the NTP). The lessor
returns both copies signed by the Lessor to the Government, and the Lease Contracting Officer
signs the Lease Amendment {returning cne copy to the lessor). The Leasing Spacialist must then
send a copy of the executed Lease Amendment to the Budget Offlce as soon as practical.

d. Post-Notice To Proceed Phase

Designation of Contracting Officer’'s Representative

Only the Lease Contracting Officer is authorized to designate a Contracting Officer's
Representative (COR) to assist with monitoring lessor performance and conducting progress
inspections. The COR has specific but limited authority. For example, the Contracting Officer's
Representative may never:

¢« Execute a contract or contract modification;

¢ Obligate Government funds;

» Make final decisions that may be subject to appeal; or
¢ Terminate a lessor's right to proceed.

A sample letter designating a COR is attached at the end of this chapter. The enumerated
responsibilities are to be determined by the Lease Contracting Officer.

Monitoring Performance

Progress reports and construction meetings are the primary tools for monitoring performance
{and actual conduct of the work). This is important to verify that the lessor is fulfifling his or her
obligations, Other monitering tools include reviewing shop drawings and conducting progress
inspections. If performance issues are found, the Leasing Specialist or Property Manager must
take appropriate action to enforce any contract requirements that are not being met.

Progress Inspections

To document progress inspections, the Leasing Specialist or buildings manager must keep a
running list of items that vary from contract requirements.

Any defects or omissions must be captured in the progress inspection and listed for the lessor to
correct. The Leasing Specialist or Lease Contracting Officer is responsibie for making sure that
the lessor corrects all defects and omissions. Emphasize to the lessor that no interim lists given
to the lessor during any portion of the work schedule should be considered a final inspection.

Final Inspection

It is recommended that the Leasing Specialist confirm that GSA does not make final payment for
alterations until the work is inspected by a qualified Government employee or independent
Government contractor (see GSA Form 184, Construction Progress Report, ar GSA Form 220,
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% 3. Administrative Best Practices

Inspaction Report for Work Under Contract, for this documentation). The Leasing Spacialist must
also verify that this inspection confirmed that the alteration was completed in a satisfactory
manner, In many cases, the GSA project manager will conduct a final inspection alone and will
follow up with a joint final inspection with the end user.

Acceptance and Payment

Acceptance of contract work is final and conclusive except for issues involving the warranty,
latent defects, gross mistakes, or fraud. Acceptance establishes that the lessor's work meets the
contract requirements or is substantially complete. Once the work is accepted, payment is
authorized using GSA Form 3025, Receiving Report, and sent to GSA’s Budget Office.

3. Administrative Best Practices

The following additional best practices apply to post occupancy aiterations.

s Project number—Always create a project number for an alteration. Even if no Rent Bill
Management action is occurring, creating a project number allows your supervisor to assess
your workload acctirately.

* Project documentation—It's advantageous to create a separate folder for documenting
alteration activities, Confractual documents must be kept in the original lease contract file.

+ lLease Amendments—Fully executed Lease Amendments are required for all alterations
procured by a Lease Contracting Officer. Except for the exigent circumstances as noted
under “Award" the Leasing Specialist must prepare a fully executed Lease Amendment
before the Lease Contracting Officer issues the NTP for an alteration; consider preparing
Lease Amendments for even those procured separately by purchase order to provide a
historical record within the lease file, in the event of future restoration or egutitable adjustment
claims by the lessor.

+ Key players and their roles—The Leasing Specialist should seek to understand the key
players and their roles in this transaction. Leasing Specialist colleagues and subject matter
experts can help identify who is doing what.

GSA must always first approach the lessor to request a proposal for alterations, since aiterations
usually reguire tying into the building’s existing electrical, mechanical, plumbing, or fire protection
systems. Using alternative sources for alterations could negate the lessor's responsibility for
maintaining these systems, especially in instances of negligence or damage on the part of the
Government or the Government's contractor.
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ATTACHMENT: Sample Letter Appointing Contracting Officer's Representative &'

ATTACHMENT: Sample Letter Appointing
Contracting Officer’s Representative

Dear [Name}:

This letter formalizes your appointment as the Confracting Officer's Representative (COR) for the

lease listed below:

[Address 2]
[Address 3]

[City], [State], [Zip code]

[Building Name]
[Address 1]

[Address 2]

[Address 3]

[City], [Stats], [Zip code]
[Telephone]

[Facsimite]

[Email]

Location Agency Lessor Contact
[Building Name] [Agency Name] [Name]
[Address 1] [Agency Contact] [Building Name]

[Address 1]

[Addrass 2]

[Address 3]

[City], [State], [Zip cods]
Telephong]

[Facsimile]

[Email)

A copy of the lease has previously been sent to you. [Or a copy of the lease is attached.]

The responsibilities of the COR are to ensure that the lessor complies with the scopse of the lease

as written and include the following:

1. Perform day-to-day management of leased space, including building maintenance and
operating matters relating to the building's services, ulilities, equipment and other matters

more specifically set forth in the FMR and GSA orders;

2. Inspect and accept work which the lessor may do under the lease contract and

madifications, subject to the limitations of your authority;

3. Inspect and accept services which the lessor is obligated to provide under the lease

contract;
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% ATTACHMENT: Sample Letfer Appointing Contracting Officer's Representative

4. Advise the Contracting Officer as difficulties or situations arise which may disrupt or
hinder performance;
5. Issue cure letters under established procedures when delivery of routine services does
not conform to lease requirements; specifically, you are authorized to enforce
(a) Day-to-day delivery of services and utilities necessary to maintain efficient operation
of the facility,
(b) Periodic services (i.e., window washing, cyclical painting, snow removal, pest control,
etc.); and
{c) Routine maintenance.

With the exception of Item 5 above, you may delegate these responsibilities to your staff as you
think necessary. |

This appointment as COR is effective on the date above and shall remain in effect until it is
rescinded in writing. Should your agency have any questions or requests regarding your

delegation, please contact me at [Number].

Sincersly,

INamej

[Title]
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1, Overview &

1. Overview

A renewal option allows the Government o continue a lease upon specified terms and conditions,
including lease term and rent. Evaluated lease renewal opticns allow the Government to continue
occupancy for an additional pericd without conducting a competitive procurement.

Renewal options ¢an be valuable assets in times of increasing market rents or when increased
demand results in limited vacancies. The right to renew must be provided in the lease.

This chapter outlines the required actions the Leasing Specialist or Lease Contracting Officer
must take to obtain, evaluate, and exercise a renewal option.

2. Renewal Option Definition

a. Definition

An option is a unilateral right in a contract by which, for a specified time, the Government may
elect to purchase additional supplies or services called for by the contract, or may elect to extend
the term of the contract. General Services Administration (GSA) leases may contain options
called “renewal options,” which provide the following:

¢ Aunilateral right for the Government to extend the contract; T 5 ”
e A specified term for which the contract is renewed (usually Timel, cise of Option .-
defined in years), Once the ti iod for exercising a
o A specified price at which the contract is renewed; and oplion has passed, the optionisno .
e . . . longer viable. .
* A specified time period to exercise the option. ' :

Renewal options are frequently used in the private industry as a way of encouraging existing
tenants to remain in the current space without requiring the parties to enter into a lengthy,
protracted renegotiation process. '

Lease renswal options are especially valuable to the Government when they have been
evaluated and included in the lease and there is a continuing need for the space. GSA may
include renewal options in leases when doing so is considerad in the Government’s best interest.

As noted ahove, the Leasing Specialist or Lease Contracting Officer must provide the lessor
written notice, usually 80 to 180 days before term expiration, to exercise a renewal option. if the
Government fails to timely exercise an optlion, the right will be lost.
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3. Steps for Exercising an Evaluated Option ¢

Caution: Prospectus-Level Options

If the net annual rent for the option period exceeds the prospectus threshold and the option was
not covered by an earlier prospectus, matching prospectus resolutions must be received before
executing the options. To exercise options for prospectus-level leases, see Desk Guide Chapter
11, Prospectus-Level Leases, and in all cases, consult with the Capital Allocation Division.

b. Difference Between Evaluated and Unevaluated Options

Renewal options fall into two categories; evaluated and unevaluated, and the procedures for
exercising these options are fundamentally different, depending upon which type of option exists
under the lease contract. Competition is the key fo understanding the differences, Evaluated
options are competed in the original procurement. Unevaluated options are not part of the original
competition, and compaetitive procedures must be followed before an unevaluated option Is
exercised. )

Evaluated Option

An evaluated option exists when the solicitation for the original competitive procurement required
a renewal option as part of the offer submission, and the option was considered in the price
evaluation for the lease award. Evaluation of the option must be clearly documented in the
original lease project file's price negotiation memorandum (PNM}.

Written notice to the lessor of the exercise of the option is typically set at 90 to 180 days before
term expiration, but will vary from fease to lease.

If an on option was required in the original procurement, it must have been evaluated for all
offerors as part of the present value analysis (PVA) to have become a part of the lease.

Unevaluated Option

An unevaluated option is a renewal option that exists in the lease, but was not required under the
solicitation and was not considered in the price evaluation for the lease award.

What to Do If Offered an Unrequested Renewal Cption

Attempt to negotiate a hetter price.

Do not include the option in the PVA.

Do not include the option in the evaluation and selection of the awardee.

Clearly state in the PNM that the option was not included in the PVA.

Include the option in the scoring calculation if award is recommended te that offeror.
Include the option in the lease if the rate Is favorable.

3. Steps for Exercising an Evaluated Option

IMPORTANT: The Leasing Specialist or Lease Contracting Officer must be aware of the required .
notification period to exercise the option as established under the lease and allow sufficient time
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to complete the following steps before providing the required notice to the lessar, This is
especially crucial if prospectus approval s requlired to exercise the option.

a. Confirm Continuing Need

The Leasing Specialist must confirm the client agency’s continuing need for space and whether
any additional improvements, alterations, or upgrades are needed. The Leasing Specialist must
also confirm whether cyclical paint and carpet replacement are due under the lease. If agency
space revisions or improvements are needed beyond those required under the lease, the Leasing
Specialist must obtain a reimbursable work authorization from the client agency to cover those
costs. '

b. Confirm Prior Evaluation

To confirm whether the option was evaluated, the Leasing Specialist must review the orlginal
lease file to determine whether offerors were required to submit a renewal option and whether the
option was included under the original present value analysis of offers. The PNM is a good place
to confirm information. if the PNM is silent on this, or if there are no PVA spreadsheets in the file
indicating the renewal rate, the Leasing Specialist must presume that the option was not
evaluated.

¢. Consider Past Performance

The Leasing Specialist must confirm that the lessor has performed acceptably during the Initial
term of the lease and that there are no outstanding lease administration issues. The field office
and tenant satisfaction surveys are good resources for this verification. The Leasing Specialist
must check the Inventory Reporting Information System database to confirm that there are no
outstanding fire safsty dsficiencies in the current space and contact the Federal Protective
Service to confirm the security level and any security concerns with the present location.

The Leasing Specialist must also check the Central Contractor Registration {CCR) fo determine
whether registrations are current and review the Excluded Parties Listing System (EPLS) to
confirm that the lessor has not been placed on the debarred bidders list.

d. Document National Environmental Policy Act Compliance

Automatic Categorical Exclusion

The PBS NEPA Desk Guide provides that National Environmental Policy Act (NEPA) compliance
for the exercise of renewal options is to be accomplished by an automatic Categorical Exclusion
{CATEX) and does not require completion of a checklist or an environmental assessment.

Floodplain Check

Before exercising the option, the Leasing Specialist must perform a flocdplain check similar to
that described in Desk Guide chapter 2, part 2, paragraph 3, Prepare for Market Survey. If the
current location is within the 100-year floodplain-(or 500-year floadplain for a critical action), then -
the option must not be exerclsed unless it is determined that there is no practicable alternative
and that the eight-step process has been followed.
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e. Determine Scoring Classification

If a lease agreement contains an evaluated option to renew that can be exercised without further
congressional action (prospectus), it is presumed that the option will be exercised. The option
should have been included in the original scoring analysis for the lease. The Leasing Specialist
must check the lease file to determine if the option was scored.

For example, if an approved prospectus stipulates a term of 20 years and the proposed lease
deal is structured as 10 years firm with two 5-year options, the 90-percent scoring calculation
must reflect a 20-year lease term.

However, if a lease has an approved prospectus for a term of 10 years, but the lessor offers a 10-
year firm lease with twe 5-year options, the 90-percent scoring calculation needs to reflect only a
10-year lease term. The two 5-year options cannot be exercised without a new prospectus,
assuming that they are above the prospectus threshold, and therefore the options do not need to
be included in the calculation at the time of the analysis.

All options that are included in the lease agreement for leases below the statutory prospectus
level that do not require prospectus approval to exercise must be included in the lease term for
the 80-percent scoring calculation. If such options are not factored into the base lease’s original
90-percent scoring calculation, the scoring requirements as defined in Appendix F must be
applied before an option can be exercised.

f. Do Not Advertise

Per GSAM 517.207, there is no requirement to advertise (synops:ze} an evaluated renewal option
before exercising it, regardless of square footage involved.

d. Perform Market Analysis

The Lease Contracting Officer must review and document current market information to
determine whether the rent rate is fair and reasonable. The option rate must be compared with
prevailing rent rates for comparable space in the same market. The standard full market survey
process involving touring all available propertiss, filling out market survey forms, and preparing
the market survey report is not required.

If the rates are determined to be above-market based on the market analysis, then the option
must not be exercised unless the Contracting Officer can determine the price to be fair and
reasonable through some other means. If the option Is not exercised, the Lease Contracting
Officer may either compete the requirement or seek a succeeding lease.

h. Make Fair and Reasonable Price Determination

¢ The Lease Contracting Officer must establish that:

o Fufilling the Government's requirement, through exercise of the option presents the best
value considering price and other factors,

o The renewal price is competitive with market rates based on a market analysis and other
applicable considerations indicating that the renewal price is fair and reasonable with
prevailing rent rates for comparable space.
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o Funds are available.

"o The requirement covered by the option fulfills an existing Government need.

¢ The Lease Contracting Officer must document the contract file with a written determination
that the option is exercised per the terms of the option and conforms to the procedural
requirements for exercising the option.

i. Prepare Occupancy Agreement

The Leasing Specialist must prepare and transmit to the agency a new version of the existing
Occupancy Agreement (OA) reflecting the rates for the option period. A signed QA is required
hefore exercising the option,

j- Prepare Acquisition Plan

Leasing Specialists must prepare and process acquisition plans before executing renewal options.

k. Other than Full and Open Competition

A Justification for Other than Full and Open Competition (Justification) is not required because
the option was competed as part of the initial procurement.

l. Confirm Funds Availability

Tha Lease Contracting Officer must confirm that Budget Activity 53 leasing funds are available by
obtaining a prevalidation of funds from the budget office.

m. Provide Notice to Lessor

A renewal option provided for in a lease contract represents a unilateral right of the Government,
meaning that the lessor's agreement or signature is not necessary {o exercise and effect the
option. However, it is critical that the Government provide written notice to the lessor exerclsing
the option, This written notice must be timely according fo the terms of the lease for the option
terms to be enforceable. It is good practice to send renewal notices via certified mail, return
receipt requested, or through an overnight delivery service.

Along with the notice, the Lease Contracting Officer must include a Lease Amendment, to be
signed hy both the lessor and Lease Contracting Officer, codifying the extended lease term and
the new annual rent, A Lease Amendment is adminisirative In nature and not necessary for the
renewal to take effect but is necessary as a record of the contract action and for Rent Bifl
Management (RBM) and payment processes. Timely written notification is sufficient to exercise
an option.

n. Process the Action

Process the lease payment and client billing as outlined in Desk Guide chapter 2, part 8,
paragraph 3.
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o. Distribute l.ease Amendment

The Leasing Specialist must place the original executed Lease Amendment in the lease file, scan
into eLease, and provide copies to local and headquarters representatives of the client agency,
the GSA field office, Federal Protective Service (FPS), and other team members so that they can
provide any new alterations and continue providing security, supporting services, and utility
contracts.

4. Steps for Exercising an Unevaluated Option

The process for executing an unevaluated renewal option is similar to the succeeding lease
process in Desk Guide Chapter 5, Succeedmg Lease, Superseding Lease, because either full
and open competition or a Justification is required to continue occupancy.

An advertisement in FedBizOpps a cost benefit analysis, and a Justification are required for
unevaluated options, in addition to all of the steps detalfed above in paragraph 3 for evaluated
options.

a. Advertisement (Federal Business Opportunities Synopsis)

All unevaluated options over 10,000 ANSI-BOMA Office Area square feet must be advertised
before exercising the option. Depending on the procurement approach, such advertisements may
be written either as a notice of intent (for an other-than-full-and-open procurement) or as a
“sources sought” (for a competitive procurement) to provide adequate fransparency to the market.

b. Cost — Benefit Analysis

Leasing Specialists must follow the process, as applicable, in Desk Guide chapter 5, paragraph
1g, Cost-Benefit Analysis.

c¢. Other than Full and Open Competition

A Justification is required before negotiating and awarding an unevaluated option. (See GSAM
570.402 and Desk Guide chapter 8). The Justification must follow the criteria used to justify a sole
source succeeding lease, including the costs and benefits of remaining at the current location
compared to pursuing a competitive procurement,
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1. Understanding Holdovers, Standstill
Agreements, and Condemnation

a. Holdover Definition

A holdover is a tenancy that is created when the tenant continuas to occupy the premises beyond
the expiration date of the lease term. Holdover tenancies often lead to friction between the
landlord and the Government. The Government has no contractual right to occupy the premises.
The Government seeks continued occupancy while the tenant agency is completing its long term
requirements or seeking time fo mova in an orderly fashion to ancther location. The landlord
views the holdover fenancy as a financial loss, with the landlord believing itis entitled to a
substantial rent increase during the holdover plus consequential damages. The landlord will
believe a rent increase is justified because;

+ Shorter tenancies create economic uncertainty when compared to a long term lease.

s Identifying suitable new tenants can be problematic if the landlord cannot determine
when the premises will be available for occupancy.

» The landlord may already have another tenant ready to take the space.

s The holdover may reduce the marketability of the property to prospective buyers or
prevent the owner from selling quickly.

¢ The holdover causes problems for the landlord with regard to refinancing.

Therefore, holdovers should be avoided.

b. Avoiding Holdovers
Lease Contracting Officers should be able to avoid holdovers by:
o  Submitting requirements request letters to client agencies 18 months to 3 years before
lease expiration (Iime depending upon size of lease and whether a prospectus approval
Is required).
o Negotiating timely extenslons to existing leases.
¢ Timely awarding and diligently managing follow-on leases.
If a holdover is not avoided, signing interim standstill agreements may mitigate the impacts.

c. If the Landlord Will Not Extend the Term of the Existing Lease

When a new lease or extension agreement has not been reached and the existing confract is
within 120 days of expiration, Lease Contracting Officers —
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¢ Should inform senior regicnal leadership who may offer guidance to assist in reaching an
agreement, thus avoiding a potential holdover or condemnation.

¢  Must contact the Office of Regional Counsel to review available options, including
entering into a standstill agreement with the lessor or condemning the leasehold interest.

d. Standstill Agreement Definition

A standstilt agreement (see Attachment 1) is an agreement that preserves the status quo
between the lessor and the Government. When the procurement for an expiring lease cannot be
completed before the end of its term and a holdover is imminent, a standstill agreement should be
considered with the lessor to maintain the Government tenancy and rent payments until a new or
succeeding lease can be executed. The standstill agreement is a temporary measure entered

-into instead of a holdover or condemnation and is intended to buy time for the lease acquisition
process to run its course. The agreement is not infended to imply that the incumbent will be the
successful offeror for a new lease or that the parties will necessarily execute an extension or
succeeding lease.

Under a standstill agreement:

¢ The terms and conditions of the expiring lease remain in full force and effect, except as
otherwise amended by the standstill agreement.

e The parties agree to negotiate, actively and in good faith, an extension or succeeding
lease, as appropriate, for the premises.

+ The Government agrees not to condemn the premises by the power of eminent domain
and will not file a Declaration of Taking during the term of the standstill agreement.

o The lessor agrees not to file an inverse condemnation or breach of lease action during
the term of the standstill agreement.

¢ The Government agrees to continue to pay rent at the then-current rental rate stated in
the lease and to comply with all other terms and conditions of the lease, except as
otherwise amended by the standstill agreement.
* The lessor agrees not to do the following:
o Undertake to evict the Government from the premises;

o Interfere with the use or occupancy of the premises by the Government;

o Interrupt the building operations, services, and utilities as provided under the
expiring lease,

o Market the space to potential tenants if the Government is planning fo remain in
the premises; and

o Threaten to do any of the acts described above.

The parties enter into the standstill agreement for the following reasons:
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¢ They wish to avoid a holdover.
U 'They wish to avoid a condemnation or inverse-taking lawsuit.

¢ The Government does not want its operations, services, or tenancy interrupted or
disturbed.

¢ They believe it will facilitate negotiations.

e They wish to preserve the sfalus quo pending the completion of a lease acquisition
procedure that could result in a mutually acceptable long-term lease or extension.

e. Condemnation Definition

Condemnation is the sovereign power of the Federal Government, authorized by the Fifth
Amendment to the U.S. Constitution, to take private property, such as leasehold estates, for
puhblic purposes upon the payment of “just compensation.”

f. Information Needed To Support Request for Condemnation

The U.S. Department of Justice in Washington, DC, makes the final decision on whether to file a
condemnation action. Before that decision is made, GSA submits various documents in support
of its request. See Attachment 2, Checkiist for Leasehold Condemnation, for a detailed
description of the documents and other supporting information that may be required.

2. Rental Payments During Holdovers

a. Rental Payment Policy

It is GSA policy, where the Federal Government occupies space after expiration of a lease and
before execution of a succeeding lease or new lease, to continue to make monthly rental
payments at the then-current rental rate stated in the expired lease.

b. Prospectus-Level Holdovers

The lease contract for all prospectus-level holdovers resulting from delays in congressional
approval will continue at the rental rate stated in the expired lease, subject to the approval of the
regional Office of Portfolio Management and the Office of Regional Counsel.

When lease expiration will occur within 6 to 12 months and Lease Contracting Officers and
regional managers anticipate a holdover lease pending prospectus approval, the Leasing
Specialist and Lease Contracting Officer must initiate discussions with the Office of Regional
Counsel and the regional Office of Portfolio Management to assess available options to avert the
holdover and, concurrently, notify the national Office of Portfolioc Management.
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% 2. Rental Payments During Hokdovers

c. Execution of a Succeeding Lease or an Extension Is Required

For alt holdover leases, rental payments will be adjusted to the new negotiated amount
retroactive to the agreed-upon effective date of the succeeding lease or extension only after
execution by the Government of a succeeding lease or an extension.
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Attachment 1: Sample Standstill Agreement

STANDSTILL AGREEMENT

THIS STANDSTILL AGREEMENT (hereinafter "Agreement") is made by and
between Limited Partnership (hereinafter
"Lessor™), whose address is and the United.
States of America (hereinafter "Government"), acting by and through the Administrator

-of General Services” anthorized representatives (hereinafter "GSA") whose address is

RECITALS

1. The Lessor owns cettain improved real property located at
, (hereinafter " Premises"). The Government currently
occupies approximately square feet of office and related
space on the floot(s) of the Premises pursuant to Lease No,
(hereinafter "Lease"), as amended. The Lease expires on

. The Government has not obtained alternative space for its
tenants presently occupying the Premises and the Lessor and the Government
(hereinafter collectively the “Parties” and each individually a “Party™) have not
consummated a lease extension agreement fo date.

2. The Parties do not want an unnecessary condemnation lawsuit and the Government
does not want its operations, services, or tenancy interrupted or disturbed. Neither
Party wants a lease holdover and the Parties prefer their negotiations to end with a
lease extension at a monthly rental rate to be retroactively effective from

3. By this Agreement the Parties seek to preserve the status quo pending the completion
of a leasehold acquisition procedure that could result in a mutually acceptable lease
extension, and by the terms of which the Government could continue to lease the
Premises from the Lessor,

4. The Parties believe this Agreement will facilitate settlement negotiations. As
evidenced by their signatures to this Agreement, the Parties agree that no right,
action, or claim either Party may otherwise have against the other Party will be
prejudiced or waived by this Agreement.

NOW THEREFORE, in consideration of the foregoing recitals and the mutual
covenants set forth herein, the adequacy of which is hereby acknowledged by the
undersigned, the Parties agree as follows:
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% Attachment 1; Sample Standstill Agreement

During the term of this Agreement:

1.

The Parties agree to negotiate, actively and in good faith, a lease extension for the
Premises.

The Government will not condemn the Premises by the power of eminent domain,
and will not file a Declaration of Taking with respect to the Premises.

The Lessor will not initiate an "inverse condemnation” or breach of lease action in
any United States Court or fribunal with respect to the Premises.

The Lessor will not:
A. Undertake to evict the Government from the Premises;
B. Interfere with the use or occupancy of the Premises by the Government;

C. Interrupt the operations, building services, or utilities of the Government from
what they were while the lease was in effect;

D. Market the space to potential tenants if the Government is planning to remain in
the premises; or

E. Threaten to do any of the acts referenced in A, B, C, or D above.

Each Party agrees not to take any action to alter its position to the detriment of the
other Party in any condemnation type action arising out of these facts.

At all times after this Agreement beconies effective:

6.

The Government will receive full credit for money paid to Lessor during the term of
this Agreement in accordance with Lease No. whether there is a
lease extension, other legal action, or settlement.

Neither Party will seek or accept severance damages or attorney' s fees from the other
Party for the period this Agreement is in effect.

In the event that a lease extension, with respect to the Premises, is not executed by the
Parties during the course of this Agreement, or that this Agreement is otherwise
terminated, then any legal proceeding arising therefrom is stipulated by the Parties to
be deemed to have commenced on
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9.

10.

11.

12.

13.

14.

Termination of Agreement: The Parties agree that all terms and conditions of the
Lease will remain in full force and effect during the term of this Agreement. This
Agreement will terminate on the carlier of , or on the date a
lease extension agreement is signed by the Parties. This termination provision may
be amended to extend the termination date of this Agreement by the mutual written
consent of the Parties.

Successors in Interest; All of the terms, covenants, and provisions herein contained
will bind and inure to the benefit of the Parties, their heirs , executors, administrators,
personal representatives, successors, trustees, receivers, and assigns as applicable,
except as otherwise provided herein,

Merger Clause: All prior understandings and agreements with respect to the subject
matter of this Agreement, written or oral, are merged into this Agreement. This
Agreement represents the final agreement between the Parties with respect to such
subject matter, and may not be superseded, except by a separate written agreement
signed and agreed to by the Parties.

Amendments: Neither this Agreement, nor any terms hereof, may be changed,
waived, discharged or terminated orally, but only by an instrument in writing signed
by the Party against whom the enforcement of a change, waiver, discharge, or
termination is sought.

Construction: Any provision contained in this Agreement that is prohibited or
unenforceable will be ineffective to the extent of such prohibition or enforceability
without invalidating the remaining provisions hereof. A waiver by a Party of any
right, covenant, condition, or remedy in any instance hereunder will not operate as a
waiver of such right, covenant, condition, or remedy in any other instance, and waiver
by a Party of any breach of the terms hereof will not be a waiver of any additional or
subsequent breach. This Agreement will be governed by, and construed in
accordance with, the laws of the United States of America.

Counterparts: This Agreement may be executed in photocopied counterparts that,
when taken together, will constitute a single agreement,

15. Effective Date: This Agreement is effective and enforceable only after having been
first signed by the Lessor, and second, accepted and signed by the Government.
PBS Leasing Desk Guide 10-7
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IN WITNESS WHEREQF, the Parties have executed this Agreement as of

LESSOR

Limited Partnership

Signature:
Printed Name:
Title:

Date:

UNITED STATES OF AMERICA,
acting by and through the
Administrator of General Services
and authorized representatives

Signature:
Printed Name:
Title:

Date:

10-8 PBS Leasing Desk Guide
This page last revised: 2/15/2011




‘-CHAPTER 10: Lease Holdovers, Standstill Agreements, and
S ' Condemnations

Attachment 2: Checklist for Leasehold Condemnation <%

Attachment 2: Checklist for Leasehold
Condemnation

1. Lease Contracting Officer’'s Memorandum

¢ Explain the basic facts of the lease, such as the name of the lessor, name of the
customer agency, location of the space, use of the space (e.g., office, laboratory), the
date of award, term of the lease, amount of square footage, amount of rent, purpose of
the extenslon, and other pertinent facts, such as whether the lease is full service or triple
net.

o Describe efforts to negotiate an extension of the expiring lease term. Please be as
specific as possible.

+ State the term of the ieasehold condemnation extension needed. This is often difficult to
project; however, the Lease Contracting Officer must use reasonable judgment in this
area.

2, Adequate Title Evidence

In the condemnation action, the Government is required to provide notice to all affected parties.
One of the best ways to learn the names of the interested parties is to request a litigation
guarantes from the title insurance company that only the identified parties have an interest in the
property. if the space is not located in a jurisdiction where title insurance is commonly obtained,
please work closely with the applicable GSA Office of Regional Counsesl to develop an alternative.

The amount of the litigation guarantee must be the appraised fair market value leasehold rent for
the term of the lease.

3. Appraisal Report

An appraisal report is required to determine the amount of "just compensation” required to
support the filing of a condemnation action. The appraised rental rate may be higher or lower
than the existing rental rate. Plaase note that this is a long lead item and typically takes a
minimum of 60 days to complete. The appraisal report must be self-contained and comply with
the Uniform Standards of Professional Appraisal Practice and the Uniform Appraisal Standards
for Federal Land Acquisition, commaonly referred to as the Yeflow Book. The Lease Confracting
Officer must work closely with the regional appraisers, the Office of Regional Counsel and the
U.8. Department of Justice to formulate instructions for the appraisal.

4. Rent for the Entire Term

Generally, a check in the amount of the net present value of the rent for the entire leasehold term
to be condemned as of the date of the taking must be deposited with the United States District
Court upon filing of a Declaration of Taking. However, in some cases it may be possible to pay
monthly at a fixed rental rate. [f that is the preference of either the Government or the lessor,
consult with the Office of Regional Counsel. Often issues arise as {o whether to include operating
expenses and real estate taxes in the rent calculation that are fact-specific and require artfui
drafting of the estate in the Declaration of Taking. Consuit with your Office of Regional Counsel
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on these issues. Advance arrangements must be made with the Office of Finance, which

typically needs approximately 2 weeks to generate a check. Some time can be saved if the Court
Clerk can accept wire transfers (not all do). See, Attachment 3, Condemnation Package (SF
1034) Sample and Greater Southwest Finance Center Guidelines for Submissions of Payment
Package for Condemnation of Private Property or Leasehold Properties, for additional information.

The check must be made payable to the proper party as identified by the U.S. Department of
Justice.

Upan filing a Declaration of Taking and depositing the just compensation with the Clerk of the
appropriate U.S. District Court, title to the leasehold estate for the spegcified term vests in the
United States. Please note, however, that an order for possession also is required from the Court
when we are not already in the premises.

5. National Environmental Policy Act

Lease extensions and succeeding leases are generally considered Automatic Categorical
Exclusions. See NEPA Desk Guide, Chapter 5, Categorical Exclusions. In most instances, the
Lease Contracting Officer will be able to prepare a memorandum determining that the
condemnation of the existing leasehold qualifies for an Automatic Categorical Exclusion,

6. National Historic Preservation Act

The Lease Contracting Officer must provide evidence of compliance with Section 108 of the
National Historic Preservation Act, if applicable. The Lease Contracting Officer must consuit with
the Regional Historic Preservation Officer to determine whether further action fs required.

7. Appropriation Act Identification

Identify the appropriation act applying to the project and the acquisition, as well as the source of
funds for the “just compensation.” Depending on the amount of the total deposit (which can reach
large sums very guickly}, special funding arrangements may be necessary.

8. Detailed Description of the Leasehold Interest

GSA must carefully detail the interest that is being taken; this is particularly so when the Federal
Government is not the sole tenant in the building. The description must include, if feasible, the
following:

o Description of agency-occupied floors in the building, including square footage on each
floor, and total square footage occupied.

¢ |If the leased premises are located within a building that is part of a multi-building complex,
then describe the location of the building in which the leased space is located within the
overall office complex.

e Description of all the common areas within the building and the complex used by the
agency, including the restrooms used by the agency (and their location within the
building), any storage areas, parking facilities, loading docks, maintenance closets,
rooftop space for satellite dishes, and any other common area facilities and their
locations within the building. The description must cover all mechanical, operational,
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security, and HVAC equipment, and everything else necessary for the Government's
occupancy.

¢ Plans depicting the leased premises must be included that are sufficiently neat and
legible to be attached to the pleadings.

9. Continued Operations

iMake arrangements with the lessor, if possible, for continued services {(e.g., janitorial, utilities) in
the leased premises commencing with the date of taking. In the event that the spaceisina
multitenant building and the utilities are not separately metered, then consult further with the GSA
Office of Regional Counsel.

10. Keep Your Management in the Loop

Brief the Regional Commissioner of PBS and other senior management of PBS regarding the
propesed condemnation. Keep them informed throughout the entire condemnation process.
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Attachment 3: Condemnation Payment Package
(SF 1034) Sample and Guidelines

10-12 PBS Leasing Desk Guide
This page last revised: 2/16/2011




‘CHAPTER 10: Lease Hoid_oy_ers Standstlll Agreements, and
B 'Condemnations

Attachment 3: Condemnation Payment Package (SF 1034) Sample and Guidefines <&

b y 0 |
S One 1600 PUBLIC VOUCHER FOR PURCHASES AND OUTRERT
Degutractof P by SERVICES OTHER THAN PERSONAL !
U5, DEFATTIENT, BUREAT, O ESTAGUSTINENT AND LOCATION | DATE VOUCHER FEPAFED SCFEBE NG, ;
Ganeral Services Administration 111008
Public Bulding Senvios (1158 appropriats division) CONTAAGT KUMEER AND DATE AT BY
address
address REGUESTTION TOMBER AWD DATE
[ APPENDIX SAMPLE FORM 1- REGULAR ADDRESS FIEED -1
o ’ [ATETIVOICE RECEVED |
s Cledof the Courl, U.8. Distiet Gourt :
AD 123 A Strest
ADDRESS  Any Towm, Any Stals, Any Zip
| TIN 12.3458789 ]
o : WEGHT & ERTAIE T B UVBEA
[ DATEOF ARTCES CSEAVICES BUAN-]  UNIT PRCE AT
DELIVER' fs—»adea:‘m mma;n oestrpet or r;z'ers.’szm/ Y =0T R i

Semple:  Declaratlen of Taking
{anter & biis? dasciiption of (he purpase for payment)

H the payment is to be processed via EFT or Wire
that information can be enterad hera.

Usa. cendirmaSin gtbetisf B rivostay) [Payes must NOT vaa the space helow) ] OTAL
AYBENT: APPROVED FOR : EXCHANGE RATE K

FROVISTONAL . =% =3100 | =

COMPETE  [BY 2 .

PARTIAL

FRAL Ammzent vedfad; comeet far §160.660.00

FROGRESS [ TITLE ISkratums or bitak)

ADVANCE
Fursuant o avthonty vestad fnme, [ eartfy that this vouchsr Is comect and proper for poyment, P
DATE SIGRED_ Signature of Wanan!ec! COnh-acHng_Oi‘ﬂcar Pilnled name, Yitle, phont number

Date] (Abthozed Certitylng Offcer] 2 (Thoie)

ACCOUNTING CLASSEFICATEON -

[CHECR NUMBER ON filama of Bk

FAYEE 3

T Wran stalad i) Forsign acveiey, rsed rama of curenay.
2 It 3he pitty 1 cory and azharty b Boprove are combirad Iy tha pttes, bns Syatue oy B
rocessany SRornies B Bptrouing eTFoee wil 5350 By ha sace soevided, rer Ha offeial e,
2 Vyhen 3 vourkar Ie seesipted [ the name of & strpiy of HoErelion, 8 R £f tha pernen witSng TITLE
B GUTRETY & CVFOE G, nwe’lulme&m"fhw‘-ehmlw.mlw For eanmple;

St Doo oty
revicea ocsen teba TN TEAG-O0-000 2254
PRVAGY ACT STATERENT

Tra Fioomabon moguestad o iy 1 b e fied under tha previcons of 31 U.8.C. B2b and 820, for tha purposs of disbuleng Fadans mongy,
Th infonmation regueeted I 1o kontly the perdaular tradiod 2nd 08 #n0uids 1o be pad, FaLM 12 honish s Inferraton will Birdar Sschargs

of £ paprant ollizatan,
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T TR,
Revect Ouvoer 1687 PUBLIC VOUCHER FOR PURCHASES AND
Db ety SERVICES OTHER THAN PERSONAL
U5, DEPARTMENT, BUREAL, G ESTABLISIOAENT AND LOCATION DATE VOUCHER PREPARED SCREDBRENG. |
G | Services A atlon 10005
Publle Bullding Service { Use appropriate divislon) ) COMTRAGT KUMBER AND DAYE PADEY T
cddress .
address RECHASITION NUMBER ANO DATE |
i E_ APPENDIX BAMPLE FORM 2- CARE OF ADDRESS _vI
: paveg  Corkofthe Court, US, Distct Court ATE TWOICE HECEVED
HANE o Jane Doa, GSA, PBS .
AND 123 Horth $tre£t, Roem 1 COUNT TERNS
ADDRESS  Any City, Any Slate, Any Zip :
E‘_" HR-RASHTED __j FANEED ACCOUNT HUMBER -

H.PPED FROM 10 ) WEGHT OVERNMENT A1 NUNEER

»

A DANE | RNy | tonar coucption e tambasof et ar m,,pp,, auan. | UNIT PRICE AMOUNT
for T
OF ORDER. _ [ORSERVICE| _ sctectsls snd obisr Information deamed pocsssany) TY ["cost | FR ]

Sample:  Diclaration of Teking
(enter a brief deseriplion of the purpose for paymem}

1f the paymant Is to be processed via §FT ' !
or WIRE, that Info can be gntered here.

oy consiaten ehuethl i Feponsar) {Payes must NOT use the space halew} TOTAL
PAYNENT: AFPROVED FOR RATE
ATESONAL -t §h.00 | DIFERENCES
COMMETE [BY 2
PARTEAL
RNAL Amount verFad; comsed for $100,000.00
PROGRESS THLE ) fShrange or kitlas)
B ADVANCE

Pursuant to sutharty vested In me, | cestily shat tds voucher [x cogect and proper for payment.

DATE SIGNED Signatwrs of Warranted Cenlracting Offiesr MMMM
— [Dete! {Aidhaked Certiiying Dot} 2
ACCOUNTING CLASSIFICATION

(EHECKWFZ&E ON e of back)

PAYFE 3

T W st b1 [oGga By, s rams ¢F eutaney, FER
2 e #503Y Bottly pd pabedty i Bired ¥ ova PEsAY, = L ]
nodassany; oRatA D tha pperndng £MEce WAL KON I T mpace peyided, orar His of6ete e, -
3 Yihen 2 voucher b seoeited In e rame of 8 GoMpay &4 CopREon, The rata of tha peon widng T
£ Cumpany OF Sorparate R, A3 vl A8 tha Lansdy by which bo siant, st sspaar, For exampias
“Jzhn Doa Company por Aot ) .
Praveas adtion Lazhls, NSN 2850-00-900-2234
PRIVACY AGT STATEAENT

The IFfesrasion regiestad on T foon b reguced Lrder The grovisiors of 31 WS, B2 and e, §or the Rurposs of cEsburying Federtd mardy,
Tra kdornaton raguested I 1o Kevely tha parfodar orndter and e smounts £ 8 pad. Falr o dumlsh Ut inforradion wi hirder Esduwge
ot e pepran chbgao
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Attachment 3: Condemnation Payment Package (SF 1034) Sample and Guidelines g

Greater Southwest Finance Center
Guidslines for Submission of Payment Package for
Condemnation of Private Property or Leasshiold Properties

Condemnation Is the exercise by the Govsrnment of its constitutional power to take
private property for publlc purposes. Through condemnation of leaseheld propenies
authorized by 40 U.8.C. 257, GSA acqulras the right fo use and occupy space ina
building that the Government does not own or fease, The following are the Finance
Guidelines for submiiting a payment package for the payment of a condemnation,

1. Standard Form (SF) 1034, Public Vousher for Purchases and Services Other than
Personal,

The SF 1034 is the primary paymen! documeant which acts as an involce. This
form can be found In the Document Library, Standard and Optional Federal
Forms accessed from the GSA Insite webpags at www.flnange.gsa.gov under

the CFO tab.

Required fields:
= Payee name
» Payae Federal Taxpayer ldentification Number
»  Addross :
Note: if the check is to be express mailed fo an address ;
other than the payee, provide that information as a ¢/
address line
A brief deseription of the purpose for the payment
Dollar amount
Aceounting classification information for proper posting
Tha signhature, printed name and phone number of a warranted

contracting officer

2. Supporting documentation which should accompany the SF1034:

s A copy of the Declaration of Taking signed by the Reglonal Administrator

» Banking Information if a wire or EFT payment has been approved as method of
payment.

» Concurrenca of the Regional Counss! for the Declaration of Taking (which could
be a congurrénce signature on the SF 1034}

3. The completed package may be malled or faxed to the PBS Direct Payments
Group (7BCPD) at the Greater Southwest Finance Center. The express mall
address is 819 Taylor Street, Room 5C08, Fort Worth, TX ?6102 The fax number is

817-978-3931.
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% Attzchment 3: Condemnation Payment Package (SF 1034) Sample and Guidelines

4. Three to five business days must be allowed for the processing of the payment once
the package has been received and reviewed for accuracy by the Finance Office.
All progessing dates are contingent upon the aceuracy of {he payment documents

provided.

« Ifthers is not a current vendor In the vendor table, Finance will submit a
request for a new vendlor cods. This can take 24-48 hours,

Once the vendor code is established, the following payment options are
avallable:

« I no special handling Is required and the payment can be processed as a
ragular EFT paymsnt, the funds will be deposited within 2 business days
after the Pegasys payment document Is processed through the regular
complated match process.

+ If no speclal handling Is required and the payment Is to be processed by
check and sent by regutar mail, the Pegasys payment document is
pracessed thraugh the reguiar completed match process and mailed
vithin 2 business days. De!lvery time is contingent upon lecal postal
senvice.

» Iffhe payment is to be issued as a check and express mailed to the
recipient, the payment rust be processed Info the system manually.
Treasury will be nolified that special handiing of this check Is required.
The cut-off for Accounts Payable to process & manual check payment is
11 a.m. CST. The check will be processad and express mailed by
Treasuryin 1-2 businass days.

« If awire transfer is requested, the payment must be processed into the
system manually. In order for Treasury to process the wire on the same
day of the requested pay date, the payment must be processed into
Pegasys by 11 a.m. CST. The name of the bank, the ABA routing
number for wira transfers, the reciplent’s bank account number, and a
valld phone number for the bank must be provided for wire transfer
requests.

For additional information regarding Condemnations, refer to:

« PBS Financial Management Handbook; PBS Accounting Procedures
Chapter 8, Budget Activity 53 — Rental of Space, Part 5, item 15(c), 34, b
hitp:/finsite.phs.gsa.qov/piiba 53.asp#ld

+ General Services Administration Guidebook [, Acqulisition of Real

Property, Chaplers 3 and 6.
hitp:fipbsbortal.obs gsa.qov: 777 Fiporialipage? pageid=80, 111883& dad

=pertal&_schema=PORTAL
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1. Introduction

This chapter of the Leasing Desk Guide, issued jointly by the General Services Administration
(GSA) Public Buildings Service (PBS) Office of Real Estate Acquisition and Office of Real
Property Asset Management, replaces PBS’ October 31, 2007, memorandum entitied "Updated
Lease Prospectus Guidance," and provides guidance relating to the laws, regulations, and
poficies impacting GSA's Capital Investment and Leasing Program (CILP) for leases. This
chapter includes information on GSA’s statutory authority, the method for calculating whether a
lease exceeds the prospectus threshold, definitions of key terms, and several fundamentals of
lease prospectuses and related matters. Information on alterations in leased space also is
provided.

All members of a project team involved in delivering a lease must have knowledge of these
fundamentals and requirements.

GSA’'s Capital Allocation Division (PTAB) is available to consult on project-specific issues and
questions.

2. Statutory Authority

40 1).8.C. § 585(a} authorizes the Administrator of General Services (Administrator) to enter info
lease agreements for real property for a term not to exceed 20 years to accommodate a Federal
agency in a building or improvement that is in existence or being erected to accommodate the
Federal agency and authcrizes the Administrator to assign and reassign space to Federal
agencies.

40 U.S.C. § 3307(a)(1) and (2) impose a limit on Congress's ability to appropriate funds for GSA
to lease space or {0 alter leased space, if the expenditure exceads threshold dollar amounts as
adjusted annually according to 40 U.S.C. § 3307(h). The statute provides that appropriations may
only be made if the Committes on Environment and Public Works of the Senate and the
Committee on Transportation and Infrastructure of the House of Representatives {Committees or
authorizing Committees) adopt resolutions approving the amount and purpose of the
appropriation. The doflar amount of the limitation is commonly referred to as the prospectus
threshold. The Administrator is required to submit & prospectus for any proposed project
exceeding ghe prospectus threshold to the Committees for their consideration in adopting the
resolutions

Please note, however, that since this is a self-imposed limitation by Congress on its ability to
appropriate funds, Congress may choose to ignore this provision and may appropriate funds to
GSA for these purposes without consideration of a prospectus or adoption of a resolution.
Congress, through annual appropriations acts, authorizes a lump sum to GSA for the rental of
space. GSA may obligate against the lump sum for any and alt leases for the fiscal year.

' 3SA first sends the proposed prospectus to the Offica of Management and Budget (OMB) for review and clearance
before submission to the Committees.
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As a matter of strict interpretation of fiscal law, GSA may obligate funds for any lease regardless
of whether the Committees have adopted resolutions approving the project. Note that GSA's
annual appropriations act has historically provided “that funds available to the General Services
Administration shall not be available for expenses of any...acquisition project for which a
prospectus, If required by the Public Buildings Act of 1959, has not been approved...." The Office
of General Counsel has long opined that this limitation constitutes a legislative veto that violates
the separation of powers provisions of the U.S. Constitution consistent with the seminal U.S.
Supreme Court case of Immigration and Naturalization Service v. Chada, 462 U.S. 919 (1983),
and, therefore, is not a legal limitation on the use of the funds appropriated.

The relationship between GSA and its authorizing Committees is paramount. The Committees
expect that GSA will not award any projects over the threshold unless approved, and, as a matter
of comity, GSA honors that expectation. GSA's policy is to not enter into leases above the
prospectus threshold unless the Committees adopt resolutions approving the project. Committee
approval Is commonly referred to throughout this and other chapters of the Desk Guide as the
"required prospectus approval," "prospectus authority," or "required prospectus authorization" for
the lease project. GSA requires resolutions approving prospectuses as a matter of policy. GSA is
required by law to submit the prospectus, but the approval process is a limitation on
appropriations and not a limitation on GSA's leasing authority.

Note: The above discussion represents a legal analysis of the mechanics behind the prospectus
submission process. This analysis is not a license to diverge from the prospectus process,
unless instructed to do so by PTAB and the Office of General Counsel.

Projects over the prospectus threshold must be consistent with the terms of the adopted
resolutions, the 20-year maximum lease authority, and the lease scoring requirements as defined
in OMB Circular A-11, Appendix B. See Desk Guide Appendix F, Determination of Operating or
Capital Lease Classification for Budget Scoring. Occasionally, the Senate and House resolutions
have slight inconsistencies. In such cases, it is GSA's policy to conform to the most restrictive
language in the adopted resolutions. If Leasing Specialists receive conflicting resolutions, they
must obtain instructions from PTAB before continuing with the lease.

It is permissible to procure a lease for a firm term of 20 years with options that extend the term
beyond 20 years. These options may only be exercised at a later date so that at no time will the
lease term exceed 20 years. If the net annual rent for the option period exceeds the prospectus
threshold, resolutions must be received before executing the options.

3. Prospectus-Level Lease Types

Various prospectus-level lease types are defined below. The prospectus request must reference
one of these types when categorizing a lease in the description section of the prospectus. From a
procurement standpoint, these definitions may differ from definitions in other chapters of the Desk
Guide.

Replacement lease is a lease with new terims, conditions, and lease number that replaces an
existing leasehold interest after the expiration of the lease in place. The current lessor, or any
prospective offeror, can make an offer to provide the space.

Succeeding lease— A non-competitive (Sole Source) lease acquisition secured to cover
continued occupancy of the current premises at the end of a lease term without a break in
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tenancy. It establishes new terms and conditions and has a new lease contract number. Such a
lease is generally used where acceptable new locations are not identified or are identified, buta
Cost-Benefit analysis indicates that an award to an offeror other than the current lessor will result
in substantial relocation costs or duplication of costs to the Government, and the Government
cannot expect to recover such costs through competition.

Superseding lease is a new lease that replaces an existing lease before expiration of the
existing lease. It is procured following noncompetitive sole source procedures. It establishes new
terms and conditions and has a new lease number. The Government may consider executing a
superseding lease to replace an existing lease when the Government needs to make substantial
space alterations or other material changes to the terms and conditions of the existing lease, or
where market rates have changed substantially.

Interim lease is a lease at a current location procured to bridge the gap between a current lease
and some other long-term solution, be it relocation to Government-owned space or secme future
lease at the same or some other location. Interim leases include short-term renewal options and
lease extensions.

New lease is a lease intended to meet a new requirement for a client agency. The client agency

may be currently located in existing leased space, Government-owned space, non-GSA-
controlted space, or in no space at all.

4. Prospectus Requirement

A lease action requires a prospectus when the total space requirements included in the lease
agreement will result in a net annual rent’ (total annual rent minus operating expenses paid
directly to the lessor) that exceeds the current prospectus threshold. The prospectus threshold
applied to a particular lease procurement is the prospectus threshold in effect during the fiscal
year of the lease award, not the fiscal year when the lease term begins or the fiscal year when
the prospectus request is submitted to OMB and the Committees. The threshold amount sets the
minimum net annual rent for which a prospectus is required.

GSA adjusts the thresholds for submitting lease and lease alteration prospectuses annually as
authorized by 40 U.S.C. § 3307(h). This adjustment is based on the Building Cost Index of the
Engineering News-Record published by the McGraw-Hill Companies. When GSA submits its
CILP (generally in the |ate winter or spring), It notifies Congress of the adjusted annual
prospectus threshold amount for the specific fiscal year applicable to the CILP under
consideration.

The following table shows prospectus thresholds for the CILP fiscal program years 2009 through
2012. This information is onllne for GSA employees at the PTAB Web site or in the Annual CILP
Planning Call at GSA CILP.?

? Net annual rent — to determine net annual rent, subtract only operating expenses paid directly to the lessor from the
total annual rent due under the Lease Agreement. See subparagraph 4.a, Delermining Whether a Prospectus Is Required.

% Access to the Annual CILP Call Web site is available through 1BM Lotus Quickr with valid login credentials. Users must
log In using thelr GSA emalil address and their GSA Identity password (same as Project Information Porial login) to be
directed to the CILP Call Web site.
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Fiscal Year’
Prospeclus threshold for: FY 2008 FY 2010 FY 2011 FY 2012°
Construction, repair and alteration, lease $2,660,000 $2,790,000 $2,790,000 $2,790,000

Alterations in leased space $1,330,000 $1,395,000 $1,395,000 $1,395,000

Any proposed lease action that results in an estimated net annual rent that falls within
10 percent of the annual prospectus threshold warrants special attention. Before GSA
executes any lease action that falls within 10 percent of the threshold, GSA's Leasing

Speclalists must obtaln approval from PTAB,

Caution: Seeking prospectus authority out-of-cycle to "rescue” a procurement that exceeds the
threshold takes more time and explanation than getting the authority in advance. All prospectuses
must be reviewed by GSA Cenfral Office, cleared by OMB, and approved by the Committees.
The Committees’ review schedule is not completely predictable, and husiness meetings are rarely
held to address emergency submittals. Failure to plan on GSA’s part is not an emergency
requiring Committee action,

a. Determining Whether a Prospectus Is Required

A lease prospectus is required when the total space requirements of an agency {or several
agencies) or buildout needs for functional office space will result in a lease with a net annual rent
exceeding the prospectus threshold that applies to the fiscal year of lease award.

To determine net rent, Leasing Specialists and the regional Office of Portfolioc Management must
subtract only operating expenses paid directly to the lessor from the total annual rent due under
the lease agreement. Annual rent under the terms of the lease consists of two components: base
rent and operating expenses. As illustrated in GSA’s Lease Asset Business Plans, net rent is the
amount of consideration for use of the land and buildings or portions of the bulldings, and
operating expenses include costs for services such as heat, electricity, water, and Janitorial
services. Real estate taxes are a component of net rent and must be included in the
proposed rent that s being compared to the prospectus threshold. All costs that are
amortized and paid to the lessor through the lease agreement, such as initial space alterations up
to the tenant allowance limit (general plus customization), are included in the average annual rent,
In addition, the cost of any GSA lump sum payments made to reduce the rent are amortized and
included in the average annual rent calculation for purposes of determining whether a prospectus
is required. GSA does not submit a prospectus request for initial tenant space alterations funded
by an agency reimbursable work authorization (RWA).* Leasing Specialists and the regional

4 As to whether client agency funding that GSA intends to accept and use is legaliy available for the intended purpose of
the RWA work, appropriations available to agencies fo fund necessary expenses, including maintenance or operating
expenses, also are expressly made available by Congress fo pay GSA for expenses of renovating and aitering buildings
and facilities under GSA’s control, even if the funds are In an amount equal to or in excess of GSA’s statutory prospectus
threshold. This authorization is set forth annually in GSA’s appropriations act. For example, Public Law 111-117, Div. C,
Title Vil, General Provisions—Government-wide, Section 705, provides:

Appropriations available fo any depariment or agency during the current fisca! year for nacessary
expenses, including maintenance or operating expenses, shall also be avallable for payment to the
General Services Administration for charges for space and services and those expenses of
renovation and alteration of buildings and facilities which constitute public improvements performed in
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Office of Portfolic Management must not include the PBS fee in the maximum proposed rental
rate, as this is an internal governmental transfer payment and is not paid to the lessor. This fee
also must be excluded from the fully serviced rate for scoring purposes.

If the sum of the base rent components multiplied by the rentable square feet (RSF) in the
proposed lease equals or exceeds the annual prospectus threshold, the regional Office of
Portfolio Management must submit a prospectus. Although the net rent determines if a
prospectus must be submitted, the actual prospectus request must reflect the cost of a fully
serviced lease; therefore, the regional Office of Portfolio Management must add back the
operating expenses when calculating the proposed total annual cost and maximum rental rate per
RSF. The total annual cost consists of what GSA pays to a lessor, plus any other costs outside
the lease (such as for electricity) that the Government pays directly to the provider of that service,
and is assumed to cover the cost of a fully serviced lease. If the Government were to pay for
operating expenses separately outside the lease agreement, those costs must be added to the
prospectus amount. The authorization must reflect the anticipated total annual cost of the lease,
including any other costs paid to service providers of the type that would normally be included in
a lease agreement (not personal property). Operating costs under the term of the lease are
allowed to escalate from year to year.

If official Government parking is required and can be provided within the prospectus rental rate,
no breakout of parking cost is required. If the agency requires a number of official parking spaces
above what is in the prospectus rent, then the proposed total annual cost of parking must be
identified as a separate line item in the prospectus description. For scoring purposes, the annual
parking cost must be divided by the total RSF requirement and added to the prospectus rental
rate per RSF to confirm operating lease treatment. For agencies with high security requirements
that require control over all parking spaces, the regional Office of Portfolio Management and the
Leasing Specialist should consult with PTAB,

If the lease agreement calls for a stepped rent or a change in the base rent, GSA must calculate
a "levelized” net rent to determine whether a prospectus is needed. To levelize the rent, the
regional Office of Portfolio Management, in consultation with the Leasing Specialist, must:

1. Calculate the present value of the stream of annual net rental payments (annual rent minus
operating expenses) using the OMB-provided discount rate consistent with the lease term,®
and

2. Amortize the resulting present value over the term of the lease using the same discount rate
used to calculate the present value stream. This will yield an annual payment that is the same
for each year over the entire term of the lease—a levelized net rent.

accordance with the Public Buildings Act of 1958 (73 Stat. 479), the Public Buildings Amendments of
1972 (86 Staf, 216), or other applicable law.

Based on the above-quoted provision (and assuming the same or a substanfially similar provision continues to appear in
future annual GSA appropriations acts), client agency appropriations for necessary expenses, including operation and
maintenance funding, would be available to fund repair and alteration expenses incurred by GSA in connection with
agency RWA work in buildings and facilities under GSA's control. Accordingly, it is not necessary for a client agency to
certify that its RWA funds for these purposes are exempt from the requirements of 40 U.8.C, § 3307, (GSA's
Reimbursable Work Authorization National Policy Document issued June 21, 2010)

5 OMB specifies annually which discount rate to apply to levelized calculations, and this rate changas annually. The [atest
rates can be found at OMB Circular A-94, Appendix G, updated December 2010, on the OMB Web site.

PBS Leasing Desk Guide 11-5
This page fast revised: 8/2/2011




Chapter 11: Prospectus-Level Leases

% 4. Prospectus Requirerment

A simplified spreadsheet for levelizing rent is available online at the Capital Allocation Division
Web site.

b. When to Determine Whether a Prospectus Is Required

The Leasing Specialist must determine at several points in the lease procurement process
whether a prospectus is required:

1. Aninitial determination is made as soon as client agency requirements are received.

2. If the initial determination is that the procurement is below the prospectus threshold, that
determination should be reevaluated whenever there are significant changes in real estate
market conditions or client agency requirements that could alter the initial determination.
Check for these conditions several times throughout the procurement process.

3. Before signing the lease, verify that the proposed net annual rent remains below the
prospectus threshold,

4. Before amending the lease, verify that the proposed net annual rent remains befow the
prospectus threshold Any Lease Amendment that would modify the cost per square foot,
total annual cost, lease term, or amount of leased space, or any other material change to the
original lease agreement, requires a reevaluation of the lease and consultation with the
regional Office of Portfolio Management to ascertain that:

o The existing lease, initially below prospectus level, remains below the prospectus
threshold;

o Any modification, regardless of whether the original leasing action is above or below the
prospectus threshold, does not introduce a scoring problem;® and

o The existing lease, if initially above prospectus level, still complies with the terms of the
prospectus and the Commiftees' resolutions,

If a Lease Amendment pushes a below-prospectus lease beyond the prospectus threshold, orif a
Lease Amendment causes a prospectus-level lease to exceed the parameters of the resolution,
the Leasing Specialist must consult with PTAB, who will contact the Office of Regional Counsel,
before taking any further action. GSA may need fo seek approval of an amended prospectus.

If a modification to the lease is initiated before the client agency begins occupancy, include any
additional costs and change in square footage in the evaluation of the applicable prospectus
threshold and confirm operating stafus. If a modification to the lease is initiated after occupancy,
the Lease Contracting Officer and the regional Office of Portfolio Management must consider the
materiality and timeframes invoived before the execution of the Lease Amendment. The key to
determining the next step is to define whether the changes to the lease were foreseeable hefore
occupancy or were fruly independent modifications to the tease raised by the client agency after
occupancy. If the changes were foreseeable before occupancy, then a new prospectus would be
necessary. if the changes were due to unforeseen circumstances, then a new prospectus may
not be necessary. For example, if immediately after occupancy an agency were to receive a new
mission authorization that requires additional personnel and expansion space is required, a new

® See additional information on scoring under paragraph 11, Scering Risks.
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prospectus would not be necessary. The Lease Contracting Officer must document the lease file
and consult with PTAB before executing any medification to the lease and follow competition
requirements in procuring the additional space. See Desk Guide Chapter 6, Change in Square
Footage - Expansion and Reduction, for guidance.

¢. When to Submit a Prospectus

Project submittals for the lease prospectus program must take into account a projection of how
much time the region needs to acquire the space consistent with the requirement and project
schedule.

Certain project scenarios warrant a longer lead time for preparing, submitting, and executing
complex lease proposals. If the region has any question about the time needed for submitting the
prospectus, the regional Office of Partfolio Management must consult with PTAB and be prepared
to provide a brief description of the proposed project (such as, square footage required, proposed
rental rate per RSF, proposed total annual cost), a discussion of the agency's current housing
situation, and a justification for why the project is being requested for a particular fiscal year.

d. Submittal Requirements

Instructions for preparing and submitting a prospectus and the required supporting documents
are provided in the Annual CILP Planning Calt at GSA CILP.

e. ldentify Congressional Districts and Delineated Areas in the
Prospectus

In each lease prospectus, GSA must correctly identify the appropriate congressional districts
affected by the proposed action. The identified district or districts must be contained in whole or in
part within the delineated area specified in the prospectus narrative. If the delineated area is the
central business district (CBDY), for instance, then the header must include the congressional
district or districts that the CBD covers.

The congressional district used for succeeding/superseding lease projects must be the district
where the project building is located.

The submitted prospectus must include a map identifying the delineated area or the specific
building location. The body of the prospectus must include a narrative description of the
delineated area and the names of the streets marking the northern, eastern, southern, and
western boundaries of the area. Use of summary information is permitted when boundary streets
or highways are numerous, complex, and difficuit to follow. If the delineated area is in an
underdeveloped area where street names are not available, include a map that clearly identifies
the delineated area and indicates nearby points of reference, such as landmarks or monuments.

For lease extensions, superseding leases, and lease renewal options, the body of the prospectus
must include the correct street address for the project building. The delineated area identified in
the prospectus narrative must maich the area specified in the heading.

When the procurement process begins, the delineated area in the request for lease proposal or
solicitation for offers must be identical to the delineated area in the prospectus. Historically,
GSA's annual appropriation act requires that GSA’s authorizing and appropriations committees
be notified of any changes to the delineated area. For example, Public Law 111-117, Div. C, Title
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V, Financial Services and General Government Appropriations Act, 2010, Section 515, states the
following:

In any case in which the Committee on Transportation and Infrastructure of the House of
Representatives and the Committee on Environment and Public Works of the Senate
adopt a resolution granting iease authority pursuant fo a prospectus transmitted to
Congress by the Administrator of the General Services Administration under 40 U.S.C.
3307, the Administrator shall ensure that the delineated area of procurement is identical fo
the delineated area included in the prospectus for all lease agreements, except that, if the
Administrator determines that the delineated area of the procurement should not be
identical to the delineated area included in the prospectus, the Administrator shall provide
an explanatory statement to each of such committees and the Committees on
Appropriations of the House of Representatives and the Senate before exercising any
lease authority provided in the resolution.”

f. Milestones

The Annual CILP Planning Call at GSA CILF always identifies the schedule for regional
submission of lease prospectuses to Central Office. The table below shows a generic timeframe
for lease prospectus milestones and submissicns. Fiscal year dates and deadlines will appear in
the Annual CILP Planning Call or be sent by the Capital Allocation Division with separate
guidance to the regions. Direct any questions about the status of a lease prospectus that cannot
be answered at the regional level to the Capital Allocation Division.

a2 Qa3 Q4 Ql Q2 a3 Q4

Lease Prospectuses Submitted to Central Office
PTAB Review

Transmittal to OMB

CO Circulation and Signature

Transmittal to Congress

Resolutions

, { Upon recelptof matehing resolutions, GSA
i canaward the lease, i

Upon transmittal to Congress, GSA can
advertise for the requirement

ER i H
H i H

i HI

GSA must give OMB and our authorizing Committees sufficient time to review and approve
prospectus-level projects. For this reason, when working with client agencies, it is critical that
regional employees not wait until the last minute to initiate and submit a prospectus. OMB and
Congress will rarely act on prospectus emergencies.

7 This language appears on an annual basis and, in any communication fo Congress to modify the delineated area, you
must reference the latest statutory citation.
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5. Prospectus-Level Lease Construction

Requirements that may result in lease construction need sufficient lead time to allow for space
under the new lease to be available for occupancy by the time the existing lease expires, so such
project submissions must be consistent with the time frame required for delivering the space and
verifying the availability of client agency funding.

Any project where lease construction is the potential housing solution warrants special
attention, and these projects must be discussed with PTAB hefore submitting the proposed lease
prospectus. Leasing Specialists and Contracting Officers must not seek or promise to deliver a
lease construction solution that excludes existing buildings in a market that meet the needs of the
client agency.

If no viable solution for housing the agency or agencies other than lease construction is identified
and GSA believes that a lease construction proposal consistent with a market rent rate is possible,
then GSA may select a site with an assignable option that can be made available to a
competitively selected developer. GSA is permitted to undertake a general market analysis fo
determine the availability of space in the market as part of the requirements
development/determination of the options phase.

Site selection and design of iease construction projects are also subject to location policies, the

National Environmentat Policy Act, and Section 106 of the National Historic Preservation Act, all
as detailed in Chapter 14.

6. Advertising

Leasing Specialists may advertise for a prospectus-level requirement only after the prospectus
has cleared OMB and has been submitted by GSA to the Committees. Broad market surveys not
tied to a specific project can be used to establish the overall availability of space or sites. Such
surveys might be instrumental in developing a prospectus and may be undertaken during
requirements development.

After GSA has submitted the prospectus to the Commitiees, the Leasing Specialist may pursue

the procurement to the peint of lease award. However, the iease cannot be awarded until GSA
has received the adopted resolutions approving the project from the Committees.

7. Adopted Resolutions

As a matter of GSA policy, a prospectus-level lease project must receive adopted resolutions
approving the project from the Committees. Once the resolutions are adopted by the Committees,
GSA may enter into a lease agreement. Once all resolutions are received, the Lease Contracting
Officer may award the lease, provided that the necessary client agency funding is available for
moves, furniture, information technology, RWAs, etc., and the terms and conditions of the lease
are consistent with the Committees’ resolutions.

PBS Leasing Desk Guide 11-9
This page fast revised: 9/2/2011




'Chapter 11: Prospectus-Level Leases

% 8. Conformity With the Committees’ Resolutions

8. Conformity With the Committees’ Resolutions

After receiving offers from prospective lessors for a prospectus-level requirement, but before
awarding the lease, the Lease Contracting Officer must review the offers to verify that they
comply with the resolutions and confirm the following:

+ The total RSF in an offer does not exceed the maximum in the resolutions. Any proposed
housing plan change requires consultation with PTAB and subsequent notification to the
Committees.

o There is no tradeoff of square footage for rental rate and vice versa even if the total
annual cost remains within the total amount in the adopted resolutions. The RSF cited in
a single prospectus may be used to lease space in more than one bulilding. However, the
maximum RSF, the maximum rental rate per RSF, and the total annual cost may not be
exceeded.

o There are no major changes fo the housing plan. Minor changes to the housing plan are
permissible. For example, if a lease has been awarded and the agency is unable to
occupy all or part of the space under the lease, the Administrator has the authority to
assign and reassign space {o another agency, consistent with the terms of the lease.

o The following situations are not permitted; if special circumstances require deviation from
this policy, the regional Office of Portfolio Management must contact PTAB:

o A prospectus project is approved for agency X, which determines before
award that it no longer requires the space. It is not permissible to use the
Committees’ resolutions obtainad for agency X to lease space for agency Y.

o Resolutions are adopted for 200,000 RSF in a particular city. However, if
hefore lease award only 150,000 RSF is needed to satisfy the requirement
{thus creating a surplus of 50,000 square feet), it is not permissible to use the
50,000 square foot surplus to acquire space for another agency need or for
any requirement not clearly identified in the prospectus.

* The offer does not exceed the maximum rental rate per RSF in the adopted resolutions. if a
lease procurement is delayed beyond the projected effective date of the lease that was stated
in the prospectus, the regional Office of Portfolio Management, in coordination with the
Leasing Specialist, is permitted to escalate the authorized maximum proposed rental rate per
RSF from the originally projected fiscal year effective date to a revised fiscal year effective
date. This escalation must be calculated only if a delay forces the |lease effective date to slip
info a future fiscal year. The award date cannot be used as the starting date for such
escalation unless the fiscal year of the award and the fiscal year of the effective date are the
same. For example, if a lease is projected to be awarded in FY 2011 and effective in FY 2012,
but, due to slippages in schedule, does not take effect until FY 2013, 1 year of escalation at
the rate identified in the prospectus (FY 12 to FY 13) is permitted, not two (FY 11 to FY 13).
Leasing Specialists must use the appropriate escalation rate, as stated in the footnote of the
prospectus, 1o escalate the rent rate.

¢ The offer does not exceed the total annual cost stipulated in the adopted resolutions.
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o If the annual rent over the term of the lease is constant (not a stepped rent), compare
the first year with the approved total annual cost in the prospectus. The first year rent
cannot exceed the total annual cost in the resolutions.

o If the proposed rent is a stepped rent, to determine whether an offer exceeds the
total annual cost stipulated in the resolutions, the Leasing Specialist must levelize the
rent and calculate the per square foot cost to confirm that it does not exceed the
maximum per-square-foot rent in the resolutions. Instructions for levelizing rent are
under subparagraph 4.a, Determining Whether a Prospectus 1s Required. The
levelized net rent plus the first-year operating expenses cannot exceed the total
annual cost in the resolutions.

s The offer does not include a lease term that exceeds the term cited in the adopted resolutions.

Leasing of parking spaces must comply with the terms and conditions of the adopted resolutions.
If there are any variations from the resolutions, the Leasing Specialist must consulf with PTAB.

The Leasing Specialist must discuss any proposed change to a prospectus-level lease with the
regional Office of Portfolioc Management before any lease award takes place. Changes to a
prospectus-level lease may require notification to our authorizing Committees, or an amended
prospectus.

9. Postaward Monitoring

Any postaward Lease Amendment that would modify the cost per square foot, total annual cost,
lease term, amount of space under lease, operating lease status, or any other material change to,
buf not accounted for in, a prospectus-level! lease requires an evaluation by the regional Office of
Portfolio Management and consultation with PTAB before any action can be taken. The Leasing
Specialist must obtain the concurrence of the regional Office of Portfolio Management and
document that concurrence.

10. Interim Leasing

The following provision has generally been included in lease prospectuses submitted to OMB and
the Committees:

Approval of this prospectus will constitute authority to provide an interim lease, if
necessary, before the execution of the new lease.

Beginning with the FY 2012 lease prospectus submissions, GSA will use the following provision:
GSA will execute such interim leasing actions as are necessary to ensure continued
housing of the client agency prior to the effective date of the new lease. Itis in the best
interest of the Government to avert the financial risk of holdover tenancy.

The Comimnittees’ resolutions approving a prospectus typically include a blanket approval of
interim leases without specifying the amount of space, rental rate, or lease term. The Committees’
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resoltitions include the provision: “Approval of this prospectus aiso constitutes authority to
execute an interim lease for all tenants, if necessary, prior to the execution of the new lease.”

Interim [easing is required when the current lease expires before the effective date of the new or
replacement lease. Interim Jeasing allows short-term extensions (generally 3 years or less) to
prospectus-level leases that expire befere the effective date of the new lease. The interim lease is
intended to avoid holdover occupancies. The interim leasing provision does not allow prolonged
occupancy at the current location, but rather only enough time for an agency to occupy the space
acquired under the new or replacement lease. Continued occupancy of current space after lease
expiration and absent a standstill agreement, lease extension, or short-term lease constitutes a
lease holdover. Holdover tenancy subjects the Government to financial rigk, including potential
penalties for continued occupancy of space without the lessor’s agreement. Rent payments are
still due during the period of holdover tenancy and are made without regard to the current interim
leasing provision for prospectus-level leases not yet approved by the Committees. See Desk
Guide Chapter 10, Lease Holdovers, Standstill Agreements, and Condemnations, for more
information on lease holdovers.

Appropriations are made for the current fiscal year for which payments are due through the rental
of space budget activity within GSA’s Federal Buildings Fund. These funds are legally available
for the payment of rent, regardiess of the nature of the lease agreement. The proposed interim
leasing provision serves to put our Committees on notice of GSA's intent to enter into interim
leases, where necessary, even if our Committees have not acted on the underlying prospectus.
The proposed language clarifies that GSA intends to use its legal authority to enter into interim
lease agreements to avert the financial risk of holdover tenancies.

Using interim leasing authority does not reduce the term of the lease approved in the adopted
resolutions. For example, if agency X occupies space under a lease that is set to expire in 2010
and the Committees have adopted resolutions for a new 10-year lease with an anticipated
effective date of FY 2010 but, due fo unforeseen circumstances, the new leased space will not be
ready for occupancy until 2012, GSA may enter into an interim lease for agency X until the new
leased space is ready. The 2 years spent do not count against the 10 years of the new lease. If
the space is ready for occupancy in 2012, the new lease may be for a term of 10 years, or until
2022,

While there is no prescribed rental rate for inferim leasing, the Leasing Specialist and Lease

Contracting Officer must try to secure an interim rate at an existing focation consistent with either
the current rental rate or otherwise consistent with market rents in the area.

11. Scoring Risks

All prospectus-level leases must be evaluated against ali of the criteria in OMB Circular A-11,
Appendix B, to distinguish capital leases from operating leases. All prospectus-level leases with a
term of more than 5 years must include a 80 percent scoring analysis upon receipt of client
requirements as part of the submission of the prospectus package to Central Office and again
before awarding the lease.
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No lease, whether below or at prospectus level, may be awarded without a completed
determination of operating lease treatment.® Leasing Specialists and Lease Contracting Officers
must refer to the latest GSA scoring policy for specific guidance on prospectus-level lease
construction and the exercise of options and expansions to prospectus-level leases. See Desk
Guide, Appendix F, Determination of Operating or Capital Lease Classification for Budget Scoring,
for more information on lease scoring.

12. Prospectuses for Alterations in Leased Space

40 U.S.C. § 3307(a)(3) requires a prospsctus for all post-occupancy alterations in leased space
when the estimated total project cost—regardiess of whether payment for the alterations is made
using GSA lump-sum funds or amortized in the rent—exceeds the annually adjusted threshold
amount for aiteration projects in buildings under lease to GSA (which, as of FY 2012, is
$1,395,000).

Government initial space alteration expenditures for a new leass are not governed by the
prospectus threshold for alterations in leased space. However, GSA must not use such
expenditures inappropriately to buy down the rent to avoid submitting a lease prospectus,
Therefore, according to PBS' pricing policy, absent a deviation an agency may not pay a lump
sum for shell and first-generation general tenant allowance elements. This Is because the pricing
policy requires GSA to deliver basic functional space without the agency lump-sum payments. If
GSA cannot deliver basic functional space below the prospectus dollar limitation, a prospectus
will be required. If GSA does receive a lump sum payment from a client agency for the buildout
that would otherwise be provided by GSA, that payment must be reflected in the calculation to
determine whether a prospectus must be submitted.

9 While svery lease must be evaluated to determine operating lease treatment, a project may go forward as a capital
lease if an informed decision is made to do so and GSA is prepared for the budget consequences. Approval must be
obtalned from the Commissioner with OMB concurrence to proceed with a capital lease.
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Overview

This chapter provides guidance to GSA personnel involved in source selection for competitive
negotiated lease acquisitions. As used in this chapter, the term “source selection” means the
processes and techniques for selecting a source or sources outlined in Part 570 of the General
Services Administration Acquisition Manual. As explained below, these include both the lowest
priced technically acceptable (LPTA) process and the tradeoff process.

The objective of source selection is to select the proposal that represents the best value. GSA
Leasing Specialists can obtain best value in negotiated acquisitions by using any one of several
source selection approaches, or a combination of approaches. The best value continuum is an
array of source selection approaches that the Government may use to reflect the relative
importance of cost or price. In acquisitions with clearly defined requirements and low performance
risk, the Government may attain best value by using cost or price as a dominant factor in source
selection. In acquisitions with less definitive requirements, development work, or greater
performance risk, factors other than cost or price may play a dominant role.

The LPTA source selection process is appropriate when the contracting office expects the best
value to result from selecting the technically acceptable proposal with the lowest evaluated price.
Proposals are evaluated for acceptability but not ranked using non-cost/price factors. All
evaluation factors, except price, are evaluated on a go/no-go (pass/fail) basis. Offerors with
acceptable technical proposals are on an equal footing, and the Source Selection Authority (SSA)
makes final selection based on low price. With this approach, the contracting office cannot make
cost-technical tradeoffs. This approach is appropriate when price is properly the deciding factor,
once the contracting office determines the technical acceptability of proposals.

The tradeoff process is appropriate when it is in the best interest of the Government to consider
award to other than the lowest priced offeror or other than the highest technically rated offeror.
Price and other factors specified in the solicitation are evaluated with the goal of selecting the
proposal that offers the best value to the Government. The objective is to select the proposal that
offers the most for the money, not necessarily the lowest price. This process permits tradeoffs
among cost or price and non-cost factors (including past performance) and allows the
Government to accept proposals other than just the lowest priced one.

Historically, GSA has relied most heavily on the lowest priced technically acceptable source
selection process. GSA would describe in detail the Government’s requirements of acceptability,
including desired quality levels, as mandatory minimums and then use price or overall cost as the
sole criterion in deciding the award between competing offerors who met the minimum technical
criteria. Although price or cost is an important consideration in any award, it need not be the sole
deciding factor, or even the dominant factor. In many cases, over-dependence on price or cost as
the sole determining factor does not generate leases that satisfy the Government’s needs for
quality.

Under negotiated contracting procedures, the Federal Acquisition Regulation (FAR) allows the
Government to engage in a tradeoff source selection technique that both:

e Evaluates the quality of goods and services (including technical and management
capability and the offeror’s past experience), and

e Allows the Government to consider evaluated quality relative to the evaluated price or
cost to determine which offer provides the best value.
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This chapter provides guidance on using source selection procedures and advice on how to apply
various source selection techniques. The objective is to decide on an appropriate source
selection technique that will produce the best value.
A primary objective of GSA is to provide quality space for its customer agencies in a timely
manner. The procedures for evaluating award factors in conjunction with the best value concept
apply specifically to the factors to be addressed in the “Other Factors” paragraph of the Request
for Lease Proposal (RLP).
General
FAR Part 15 prescribes policies and procedures for selecting a source or sources in competitive
negotiated acquisitions. The procedures apply to negotiated acquisitions that base source
selection on either the:

a. Tradeoff process,

b. Lowest price technically acceptable source selection process (LPTA), or

c. A combination of both.

Objectives of source selection.

The goal of source selection is to select the proposal (or proposals) that represent(s) the best
value to the Government (FAR 15.302). Objectives in support of this goal include:

a. Proposals are solicited and evaluated, and the selection decision made, with minimum
complexity and maximum efficiency and effectiveness.

b. An impartial but thorough evaluation of each offeror’s proposal and related capabilities
provides the Source Selection Authority (SSA) appropriate information to make an
objective determination.

c. The source selection process provides sufficient flexibility to accommodate the
procurement objectives. The process assures that the source selection approach and
procedures are compatible with program requirements, risks and conditions.

d. The process limits proposal and Government evaluation expenses to that reasonably
necessary to achieve a sound source selection.

e. The process ensures a balanced appraisal of all significant factors by using qualified
personnel in appropriate functional areas and allows exchanges with industry before
and after receipt of proposals.

13-2 PBS Leasing Desk Guide
This page last revised: 9/27/2011



CHAPTER 13: Source Selection

GSA

1. Lease Acquisition with the Tradeoff Process ¢

Source Selection Strategy (Plan).

a. The purpose of the Source Selection Strategy is to:

(1) Specify the Government’s approach for soliciting and evaluating proposals;

(2) Describe the source selection organizational structure; and

(3) Designate the person(s) who will perform the evaluation.

b. Neither statutes nor regulations provide detailed source selection procedures for
conducting a competitive negotiated acquisition. The contracting agency has the freedom, with
certain limitations, to structure the RLP and selection process in a manner that ensures award of
the contract to the competitor whose offer represents the best value to the Government. To
accomplish this, the agency must:

(1) Prepare a source selection strategy.

(2) Identify evaluation factors and significant sub factors tailored to the acquisition. The
factors that will affect contract award and their relative importance must be identified in the
Request for Lease Proposal (RLP).

c. In developing the source selection strategy and Request for Lease Proposal, the
contracting office has the option to use a variety of approaches for selecting the source. The
Source Selection Authority (SSA) chooses the approach and the procedures to apply, drawing on
advice of contracting, legal, program and technical personnel as necessary. The Source
Selection Authority determines which approach to use based on:

(1) The nature of the lease being acquired,

(2) The size and complexity of the acquisition involved,

(3) Delivery requirements, and

(4) Market forces.

1. Lease Acquisition with the Tradeoff Process

The tradeoff process for evaluating lease offers provides lease procurement offices with the tools
and flexibility necessary to achieve GSA'’s quality objectives. The tradeoff process is a method of
source selection that enables the Government to make trade-offs between price and other
technical factors. It is designed to produce a more comprehensive evaluation of each offeror’s proposal
than would be the case using the lowest priced technically acceptable process in which additional
factors are not addressed. More importantly, through the use of award factors, GSA can select
an offer that provides the best value to the Government, without necessarily providing the lowest
price.

Using the tradeoff process allows for greater consideration of an agency’s mission and needs. It
permits the Government to take advantage of factors unique to the local real estate market that
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represent additional value to the agency. This is accomplished by using technical award factors that
address an item or attribute not required for minimum acceptance but still contribute to an
agency’s ability to meet mission objectives.

When the tradeoff process of source selection is utilized, all judgments must be made with a
considerable amount of discretion and deliberation. The only limit on the Government's decision
to sacrifice cost or price for technical considerations is that such decision must be rational and
consistent with the evaluation factors contained in the Request for Lease Proposal. Technical
scores are simply guides for decision-making. Source selection officials are responsible for
deciding whether technical advantages indicated by the scores are worth the additional cost that
might be associated with a high scoring proposal.

The goal of the tradeoff process in source selection is to make an impatrtial, equitable, and
comprehensive evaluation of competitive proposals so that GSA selects the proposal that best
satisfies the Government’s needs with due consideration to performance, price or cost, and other
pertinent factors.

GENERAL OUTLINE OF SOURCE SELECTION PROCESSES AND
TECHNIQUES

Source selection processes and techniques.

a. The best value continuum is an array of source selection approaches that the Government
may use to reflect the relative importance of cost or price. In acquisitions with clearly defined
requirements and low performance risk, the Government may attain best value by using cost or
price as a dominant factor in source selection. In acquisitions with less definitive requirements,
development work, or greater performance risk, non-cost/price factors may play a dominant role
(FAR 15.101).

b. The source selection process is used to obtain best value in negotiated acquisitions using
either or a combination of source selection approaches:

(1) Lowest priced technically acceptable (LPTA) process.
(2) Tradeoff process.

Lowest priced technically acceptable process (FAR 15.101-2).

a. The lowest priced technically acceptable source selection process is appropriate when the
contracting office expects the best value to result from selecting the technically acceptable
proposal with the lowest evaluated price. Proposals are evaluated for acceptability but not ranked
using the non-cost/price factors. All evaluation factors, except price, are evaluated on a go, no/go
(or pass/fail) basis. Offerors with acceptable technical proposals are on an equal footing and the
Source Selection Authority (SSA) makes final selection based on the low price. With this
approach, the contracting office cannot make cost/technical tradeoffs. This approach is
appropriate when price is properly the deciding factor once the contracting office determines the
technical acceptability of proposals.

b. When using the lowest priced technically acceptable approach:
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(1) The RLP must set forth the evaluation (go or no go) factors and significant sub
factors that establish acceptability; and

(2) The RLP must specify that award will be made on the basis of the lowest evaluated
price of proposals meeting or exceeding the acceptability standards for non-cost/price factors.

c. If past performance is a factor, the RLP must describe the approach for evaluating past
performance where there is no relevant history or it is unavailable. If an offeror has no relevant
past performance, that offeror may not be assigned either a favorable or unfavorable rating.

Such offeror receives a “neutral’ evaluation regarding this factor. If the lease contracting officer
(LCO) determines past performance is not an appropriate evaluation factor, he or she must
document the file in accordance with FAR 15.304(c)(3). If a small business's past performance is
not acceptable, but its technical proposal is otherwise acceptable, the contracting officer must
refer the matter to the Small Business Administration (SBA) for a Certificate of Competency (COC)
determination. When past performance is included as an evaluation factor in a lowest price
technically acceptable source selection, it is evaluated only as acceptable (i.e., go or pass) or not
acceptable (i.e., no-go or fail, with a referral to SBA for a COC for small business concerns). Do
not perform any comparative assessment.

d. Under this approach, tradeoffs are not permitted.

e. Exchanges with offerors may occur as described in FAR 15.306. They may include either
technical or price issues, or both as appropriate.

f. The Lease Contracting Officer may award upon initial proposal to the technically
acceptable, responsible lowest price offeror or establish a competitive range and conduct
discussions as appropriate. After discussions and receipt of final proposal revisions, the
contracting officer makes award to the technically acceptable, responsible, lowest price offeror.

g. The Lease Contracting Officer should normally establish a competitive range and conduct
discussions if either:

(1) The number of acceptable technical proposals on initial submission does not assure
adequate price competition (see FAR 15.403-1(c)(1).

(2) The price evaluation of technically acceptable proposals identifies significant price
issues, or

(3) Other reasons determined appropriate by the contracting officer.

In accordance with FAR 15.503(a), the Lease Contracting Officer is required to notify the offeror
when its proposal is excluded from the competitive range or otherwise eliminated from the
competition. This constitutes a pre-award notice. The pre-award notice must state the basis for
the determination and that a proposal revision will not be considered. See Chapter 2 for
information on notifications and debriefings.

Tradeoff process.

a The tradeoff process is appropriate when it is in the best interest of the Government to
consider award to other than the lowest priced offeror or other than the highest technically rated
offeror. Price and other factors specified in the RLP are evaluated with the goal of selecting the
proposal that offers best value to the Government. The objective is to select the proposal that
offers the most for the money, not necessarily the proposal with the lowest price. This process
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permits tradeoffs among cost or price and non-cost factors (including past performance) and
allows the Government to accept other than the lowest priced proposal (see FAR 15.101-1).

b. When using this approach (see FAR 15.101-1(b)):

(1) The Request for Lease Proposal (RLP) must clearly state all evaluation factors and
significant sub factors that will affect contract award and their relative importance.

(2) Ata minimum, the RLP must state whether all evaluation factors other than cost or
price, when combined are:

(a) Significantly more important than cost or price.

(b) Approximately equal to cost or price.

(c) Significantly less important than cost or price.
c. Past performance must always be included as an evaluation factor in negotiated competitive
acquisitions expected to exceed the simplified acquisition threshold, unless the LCO documents
the reason that it is not appropriate (see FAR 15.304(c)). It should be included in the RLP as a

factor against which the relative rankings of the offerors will be compared. Also, the RLP should
describe the general approach for evaluating past performance information (see FAR 15.305(a)

(2)). The approach should allow GSA to distinguish levels of quality of performance (e.g.,
excellent, good, fair, and poor), as opposed to simply determining acceptability. (See OFPP’s
“Best Practices for Collecting and Using Current and Past Performance Information” at
http://www.whitehouse.gov/omb/best_practice_re_past_perf/). It shall provide offerors an

opportunity to identify past or current contracts (including
Federal, state, and local government and private) for
efforts similar to the Government requirement.

d. Based on the initial evaluation results of all offerors
against the evaluation criteria, a source for award may be
selected without discussions or the Lease Contracting
Officer can establish a competitive range and hold
discussion in accordance with FAR 15.306(d).

e. If the Lease Contracting Officer establishes a
competitive range, he or she must conduct discussions
with all offerors in the competitive range and request final
proposal revisions. Appropriate personnel evaluate the
final revisions on the basis of criteria established in the
RLP. The Lease Contracting Officer is required to promptly
notify an offeror in writing when its proposal is excluded
from the competitive range or otherwise eliminated from
the competition. See Chapter 2 for information on
notifications and debriefings.

f. The Source Selection Authority's decision must be
based on a comparative assessment of proposals against
all source selection criteria in the RLP. , The selected
proposal represents the proposal that offers the best value
to the Government in terms of cost and other factors

Note: The basic version of
the solicitation provision
at GSAM 552.270-1
states that Government
intends to evaluate
proposals and award a
lease after conducting
discussions with offerors
whose proposals have
been determined to be in
the competitive range.
Alternate Il assumes
discussions will not be
held. The LCO must
affirmatively change the
Request for Lease
Proposal to use the
Alternate Il. Using the
basic provision is
recommended for leasing
procurements.
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identified in the RLP. The Source Selection Authority must fully document the rationale for
selecting the successful offeror including discussion of any tradeoffs considered.

g. This approach provides the Source Selection Authority with the greatest amount of
flexibility to select the offeror whose performance is expected to best meet the stated
Government requirements. The tradeoff process provides the opportunity for value analysis or
cost/technical tradeoffs. It does not require that award be made to the offeror submitting the
lowest price, although the Source Selection Authority may ultimately decide that the lowest priced
offer represents the best value. If award is made at a higher price, the source selection decision
must document the value analysis that justifies the expenditure of the additional funds, which may
include a qualitative comparison of the technical differences between the proposals to determine
whether the successful offeror's technical superiority justifies any price premium. While the
Source Selection Authority should tailor the explanation to the size and complexity of the
acquisition, it must be adequate to explain the basis for the contract award decision.

h. This approach is most appropriate where successful performance depends significantly on
the technical expertise of the contractor.

7. Combining Approaches. When using the tradeoff process or lowest priced technically
acceptable approach, a go, no/go evaluation may apply to some of the evaluation factors or sub
factors identified in the RLP. Factors evaluated as go, no-go may serve as discriminators. This
applies to factors that have no further relevance in the selection process if rated “adequate.” For
example, in some procurements, a rating of adequate on the "management"” factor may meet
GSA's need; stronger performance would offer no additional value. In this case, an “adequate”
rating becomes a minimum requirement for selection, and failure to meet the minimum is cause
for rejection of the proposal as technically unacceptable. Proposal evaluators and the Source
Selection Authority may then focus on the evaluation factors and sub factors where relatively
greater technical merit may add value to the proposal.

8. Oral Presentations. The Government may use oral presentations as a technique to substitute
for, or augment, written information. See FAR Part 15.102 for information on the use, timing and
restrictions of oral presentations.

9. GSA-specific techniques. GSA often needs to adapt FAR processes to its unique missions
and responsibilities. For example:

a. Some GSA acquisitions are subject to direct guidance from oversight bodies such as
Congress, GAO, or OMB. For example, Congress may direct a contracting action with
respect to a specific lease. The acquisition team’s responsibilities include the integration
of the acquisition rules with any rulings or guidance from oversight bodies.

b. GSA has certain responsibilities in some situations of particular importance to the
nation. For example, in a disaster declaration, GSA is responsible for providing space for
FEMA and other agencies involved in the response. GSA offices involved in such
specific situations have standard operating procedures e.g., a class justification for other
than full and open competition in an acquisition for building space due to urgent and
compelling circumstances — that are fit to their unique responsibilities. Other unique
situations - e.g., security-related incidents — also have standard GSA approaches that
conform to those requirements.

In each case, the acquisition team adapts standard processes to the specific circumstances.
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Using award factors in conjunction with the tradeoff process is most appropriate on large-dollar-
value, unique, or highly complex acquisitions. The tradeoff

process should also be the preferred method of procurement

when new construction is contemplated. It permits the

Government to evaluate such things as technical excellence, Note: Chapter 14 of the
management capability, personnel qualifications, and past Leasing Desk Guide
performance. The tradeoff process is generally discouraged requires consultation
for leasing actions of less than 10,000 square feet. However, with the Regional Chief
there may be instances where the presence of a particular Architect to determine
characteristic of a location or building would significantly how best to incorporate
enhance the mission of the agency. Design Excellence in
Leasing for each
Knowledge of market conditions is essential when making a specific lease
decision to use the tradeoff process. Source selection construction project.

procedures are most effective in a highly competitive market.

The greater the competition, the more effective the

procedures. Competition will increase the likelihood that a

representative pool of the market capable of responding to the specific requirements highlighted in
the Request for Lease Proposal (RLP) will be received.

It is also necessary to consider how the technical factors associated with a particular requirement
relate to market conditions. If the market within the delineated area offers varying levels of quality
and the agency has special requirements not routinely available, then using the tradeoff approach
can be beneficial in selecting a location offering the greatest value to the Government. If a
desired requirement or level of quality is readily available, then the necessary elements should be
identified as a minimum requirement in the RLP, and the more conventional “lowest price
technically acceptable” procedure should be used.

Although direct agency involvement in the selection process is not required, the overall approach
usually requires increased involvement by the agency, particularly in the determination of award
factors. Using the tradeoff process often appears more desirable to the agency, because it permits
the agency greater input and influence on the selection decision. This is especially true if the
agency is permitted to have a representative on the evaluation team.

However, it should be understood that other equally important factors must be considered before
deciding to use this process. First and foremost is the fact that a best value procurement often
requires the use of many personnel from both GSA and the client agency for extended periods,
especially on larger projects. It should not be used unless sufficient time for the procurement is
available and individual participation by all persons involved can be assured.

Even when implemented properly, these procedures can be very complex and difficult. It is strongly
recommended that personnel experienced in the use of source selection be utilized whenever
possible. When that is not practical, greater participation and/or monitoring of the procurement by
the Lease Contracting Officer (LCO) is essential.

Note: Use of the tradeoff process increases the probability for protest due to the nature of the
process. Protests typically focus on the Government’s evaluation processes and steps leading to
contract award. The Leasing Specialist and the Lease Contracting Officer should thoroughly review
the regulations and guidelines applicable to source selection before using the tradeoff process. It
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should be noted that more protests are sustained by GAO because required procedures are not
followed than because of poor judgment on the part of the selection official. If any doubts remain
concerning the use of source selection procedures for a particular space action, they should be
resolved before proceeding.

GSA and the agency must first determine the advantages of the tradeoff process as it relates to
a specific requirement. An informed decision to use the tradeoff process cannot be made until
an agency'’s requirements have been fully developed. If it is then determined that a requirement
can be adequately satisfied using an lowest priced technically acceptable procurement, then the
tradeoff process should not be used. It should be reserved for actions requiring the evaluation
of factors other than price, such as:

a. satisfactory and successful prior experience of the offeror, contractor, and management
firm, or other key personnel particularly in lease construction actions similar in size and
scope to the particular procurement;

b. past performance

C. management capability

d. personnel qualifications

e. technical excellence

f. unique structural, electrical, and architectural features;

g. proximity to specific locations or services (such as an airport, mass transit, courthouse,
interstates, other agencies);

h. building quality and neighborhood; and/or
i. space layout flexibility and efficiency.

The decision to use the tradeoff process should be a mutual agreement by the client agency and
GSA with consideration to the availability of time and proper resources, and the ability to identity
relevant and measurable evaluation factors. Although it is best to obtain agency acceptance
whenever possible, the Lease Contracting Officer must ultimately decide which method is in the
best interests of the Government.

3. Source Selection Organization in Best Value
Tradeoff Procurements

Source selection organizations typically consist of a Source Selection Authority and a Source
Selection Evaluation Board (SSEB) composed of a chairperson, technical evaluation voting
members, a client agency representative, the Lease Contracting Officer, and a nonvoting secretary
and legal advisor. The Lease Contracting Officer is designated as the Source Selection Authority
unless the Regional Commissioner appoints another individual for a particular acquisition or group
of acquisitions.
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The size and composition of the Source Selection Evaluation Board (SSEB) will vary depending
on the acquisition’s requirements. In streamlined, less complex source selections, the team may
consist of one or more technical evaluators and with the contracting officer serving as the Source
Selection Authority. In complex source selections, a more formal structure may be appropriate,
consisting of individuals from various functional disciplines. Whether the team is large or small, it
should be structured to ensure teamwork, unity of purpose, and appropriate open communication
among the team members throughout the process. This will facilitate a comprehensive evaluation
and selection of the best value proposal.

Tailoring an Organizational Structure.

a. Typically Source Selection Evaluation Board consists of technical evaluators, called the
technical evaluation panel or team, and the contracting officer, who evaluates price or
cost and also serves as the Source Selection Authority (SSA). If the contracting officer
requires support in the price or cost evaluation, a cost/price evaluation panel may also be
established.

b. Larger, more complex acquisitions using the tradeoff process may require a more formal
organization. For such an acquisition, the HCA may designate a Source Selection
Authority at a management level above the contracting officer. The acquisition may
require a number of technical members, a cost or price evaluation team, and significant
support from the legal advisor. In such cases, the evaluation teams and advisory
members are organized into a Source Selection Evaluation Board (SSEB) that reports to
the Source Selection Authority. The Source Selection Evaluation Board typically includes:

i. A Chairperson.

ii. Technical members. The number of technical members appointed depends on the
circumstances of the particular procurement (e.g., types of expertise needed and
number of proposals anticipated).

iii. A non-voting secretary (may be a contracted position; see paragraph 8.b).

iv. A non-voting legal advisor. Counsel's review and assistance is particularly
recommended for procurements involving tradeoffs (see FAR 15.101-1) and for
the preparation for debriefings. Responses to source selection protests must be
coordinated with appropriate GSA Counsel.

Non-voting experts or advisors who are not Federal employees may also be included,
when necessary, and if approved in writing by the Source Selection Authority.

Acquisitions may include client agency voting representatives on the Source Selection Evaluation
Board, and may have non-voting and special-purpose representatives as well. It is not unusual
for a client agency to request agency legal and senior management reviews of large, complex, or
mission-critical acquisitions.

The size of the SSEB depends on the number of proposals anticipated and types of expertise
needed for evaluation. For most GSA procurements, experience indicates that boards with more
than five members become difficult to manage. However, it is recognized that the larger, more
complex procurements may require additional personnel.
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The Source Selection Evaluation Board voting and non-voting members are usually selected by
the Lease Contracting Officer and the chairman (normally the Leasing Specialist assigned to the
project) for approval by the Source Selection Authority. Technical members are selected based on
their area of expertise (design and construction, building management and security, etc.). Only
government employees should be appointed to serve on the Source Selection Evaluation
Board.

Contractors may be used only in an advisory capacity and are not permitted to be part of the
decision making process. If the services of non-Government personnel are required, the written
approval of the Source Selection Authority shall be obtained, and the requirements of FAR 37.2
and GSAM 537.2 shall be met in regard to the use of advisory and assistance services. Before
granting such approval, the Source Selection Authority shall evaluate and act on information
regarding potential or actual conflicts of interest for these individuals. Each offeror shall be notified
that non-Government personnel may be used in the evaluation process. Each of the non-
government personnel shall be required to sign a Conflict of Interest and Non-Disclosure
Agreement, as well as a statement that any and all information received shall not be used in any
way for personal use or gain nor divulged to another party prior to, during or after award of the
contract. Also see GSAM 515.305-70 and 537.2 on use of outside evaluators.

Primary responsibilities of the Source Selection Evaluation Board are to assist the Lease
Contracting Officer in developing the source selection plan, and for evaluating proposals in
accordance with the source selection plan and the RLP. The board is also responsible for preparing
all evaluation reports including those prepared for signature of the Source Selection Authority, such
as the recommended final selection decision.

Source Selection Authority

The Source Selection Authority (SSA) has overall responsibility for seeing that the source selection
process is properly and efficiently conducted and for ensuring that an impartial and sound
selection decision is made. Additionally, while the SSA is not a member of the board and does not
participate in the scoring or evaluation of offers, the Source Selection Authority:

a. Reviews and approves the source selection plan before the release of the RLP.

b. Appoints the other members of the SSEB or evaluation panel. Establishes the evaluation
team, with support from legal, logistics, technical and other areas of expertise to provide for
comprehensive evaluation of offers.

c. Reviews and approves the schedule for actions required.

d. Is responsible for consistency among the solicitation requirements, notices to offerors,
proposal preparation instructions, evaluation factors and sub factors, solicitation provisions or
contract clauses, and data requirements.

e. Provides other participants with appropriate guidance and special instructions necessary
for conducting the evaluation and selection process, including approving the evaluation factors
and weights assigned.

f. Evaluates proposals based solely on the factors and sub factors contained in the RLP.

g. Considers the recommendations of advisory boards or panels.
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h.

Selects the source or sources whose proposal represents the best value to the

Government.

Considers and approves any competitive range determination made by the LCO (in those

instances where the SSA is not the LCO).

J-
k.

Avoids, mitigates or neutralizes conflicts of interest, or the appearance thereof.
Avoids premature or unauthorized disclosure of source selection information.

Conducts the source selection process in accordance with applicable laws and
regulations.

Selects the successful offeror and is responsible for the final, documented source
selection decision (see next paragraph and FAR 15.308)

Makes the final determination of the offeror selected for award. In making a selection,
the SSA is not bound by the findings of the SSEB. The SSA is limited only in that his/her
selection must be consistent with evaluation factors/sub factors in the RLP and must
meet all legal and procedural requirements of the evaluation process. The final decision,
which will be an integrated assessment based on the entire evaluation process will be
executed by the SSA. The LCO will then make the award and conduct post-award
debriefings of the unsuccessful offerors(s), if requested.

The Lease Contracting Officer:

a. Acts as business advisor to the Source Selection Evaluation Board (SSEB).

b. Prepares, with assistance from the responsible program or technical personnel, the
source selection plan.

c. Prepares, with the assistance of program or technical personnel, the Request for Lease
Proposal.

d. Briefs SSEB members on the sensitivity of the evaluation process, the prohibition against
unauthorized disclosure of information, and the requirements pertaining to conflicts of
interest. Obtains the required Conflict of Interest and Non-Disclosure Statements from alll
Source Selection Evaluation Board members, and other acquisition team members, as
necessary.

e. Prepares synopses of proposed contract actions, including posting on the
Governmentwide Point of Entry (FedBizOpps).

f. Issues the Request for Lease Proposal (RLP), any amendments to the RLP, and receives
proposals

g. Safeguards classified or other sensitive materials, including all proposals and
amendments.

h. Conducts or coordinates cost or price analysis and documents the results.

i. Determines the competitive range.

13-12 PBS Leasing Desk Guide

This page last revised: 9/27/2011



CHAPTER 13: Source Selection

3. Source Selection Organization in Best Vaue Tradeoff Procurements

q.

Promptly notifies all offerors eliminated from the competition in accordance with FAR
15.503.

Determines contractor responsibility in accordance with FAR 9.1.

Conducts or controls all written and oral discussions, presentations and negotiations with
offerors.

Requests proposal revisions:

Prepares required pre- and post-negotiation business clearances/approvals and prepares
the award documents;

Takes all necessary contractual actions and awards contract.

Debriefs unsuccessful offerors pursuant to FAR parts15.505 (pre-award) and 15.506
(post-award).

Maintains the official file documentation.

The Source Selection Evaluation Board or Evaluation Panel(s). The Source Selection

Evaluation Board (SSEB) or evaluation panel(s), as appropriate:

a. Consists of voting and non-voting members, as identified in the source selection plan. All
voting members shall be Federal Employees. Non-federal employees may serve as
technical experts or advisors provided that the requirements of FAR 37.2 and GSAM
537.2 are met in regard to the use of advisory and assistance services.

i) Voting members, including:

= A GSA senior official who has program or technical responsibility over the
proposed project. This individual will normally serve as the Chairperson.

= Qualified subject matter technical personnel who are competent in the
program/technical field involved.

= If feasible, at least one or two member(s) from organizations other than the
responsible program office. When appropriate, members from other Departments
or federal agencies may serve as voting members; however, the number of such
members should not “dilute” the technical expertise of the SSEB.

i) Non-voting members and advisors may include:

= Arepresentative from the Office of General Counsel. Each Board should have a
legal advisor.

= The CO or designated representative. Whether the CO is/is not a member,
he/she may attend all Source Selection Evaluation Board meetings.

= An individual experienced in pricing practices.

= A secretary.

= Other Federal and non-Federal experts/ advisors

b. Size of the Board. Generally, the size of the Board is commensurate with the size and
complexity of the acquisition. On less complex procurements, the Board should normally
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consist of no less than three voting members, including the Chairperson. This assures
that more than one technical expert will conduct the evaluation to provide an objective,
unbiased assessment. However, one person, if properly qualified, can conduct the
evaluation of technical proposals, including past performance.

On more complex procurement activities the Board should normally consist of no less
than five, and no more than seven voting members, including the Chairperson. One
should consider selecting an odd number of members to facilitate the selection process
and aid in reaching consensus The Source Selection Authority may approve exceptions
to the recommended number of voting members for complex procurements when
necessary, including consideration of the qualified human resources available.

All voting members shall have equal status on the SSEB.

Source Selection Evaluation Board duties typically includes:

= Evaluation of each proposal, and each proposal revision, against the factors and sub
factors of the Request for Lease Proposal.

= Preparation of evaluation reports for the Source Selection Authority.
= Briefing to Source Selection Authority, as requested.

= Preparation of documents to assist the Lease Contracting Officer in negotiations, and
pre or post award debriefings.

The Source Selection Evaluation Board (SSEB) Chairperson. The Source Selection

Evaluation Board chairperson:

a. Schedules and conducts Source Selection Evaluation Board meetings and deliberations,
including Source Selection Evaluation Board training.

b. Supervises, plans, and directs execution of Source Selection Evaluation Board activities.

c. Familiarizes all Source Selection Evaluation Board members with SSEB procedures, and
the solicitation requirements, including evaluation factors and sub factors.

d. Completes Source Selection Evaluation Board responsibilities within the timeframe
prescribed in the source selection plan. Along with the contracting officer, briefs the
Source Selection Authority regularly throughout the process in order that the Source
Selection Authority may be familiar with the acquisition.

e. Regquires that each evaluator thoroughly documents his/her evaluation of proposals.

f. Requires that proper control of the proposals is maintained throughout the evaluation
process.

g. Requires that the Source Selection Evaluation Board reports accurately reflect the
activities, findings, and evaluations of the SSEB.

h. Requires that all Source Selection Evaluation Board members affirm their agreement with
the SSEB report.
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i. Summarizes the raw evaluation data.

j- Assists the Lease Contracting Officer with exchanges with offerors (FAR 15.306), as
requested.

k. Assists the Lease Contracting Officer in debriefings, as requested.
Changes in Source Selection Evaluation Board Membership. The Source Selection Authority

must approve any changes in source selection organization membership. The Source Selection
Authority should confirm changes in the same way that he or she established the organization.

Role of Advisors.

a. If necessary, the Source Selection Authority may appoint outside advisors with a special
expertise essential to the selection process, but not available on the Source Selection
Evaluation Board. Advisors are non-voting subject matter experts who may be
Government employees or experts outside the agency where the complexity of the
requirement calls for technical expertise that is not available within GSA or other Federal
agencies. The Source Selection Authority may use a letter similar to the one used to
establish the board to appoint advisors. Advisors must also complete the Conflict of
Interest Acknowledgement and Nondisclosure Agreement. Since advisors are utilized in
discrete areas, they do not have access to information concerning overall board activities.
Advisors must not attend board meetings unless specifically requested by the Source
Selection Evaluation Board Chairperson.

b. Use of Non-Government Personnel: Unless they are not readily available, experts and
advisors shall be federal Government employees. If the services of non-Government
personnel are required, the written approval of the Source Selection Authority shall be
obtained, and the requirements of FAR 37.2 and GSAM 537.2 shall be met in regard to
the use of advisory and assistance services. Before granting such approval, the Source
Selection Authority shall evaluate and act on information regarding potential or actual
conflicts of interest for these individuals. Each offeror shall be notified that non-
Government personnel may be used in the evaluation process. Each of the non-
government personnel shall be required to sign a Conflict of Interest and Non-Disclosure
Agreement, as well as a statement that any and all information received shall not be used
in any way for personal use or gain nor divulged to another party prior to, during or after
award of the contract. Also see GSAM 515.305-70 and 537.2 on use of outside
evaluators.

Management Responsibilities. Managers shall become and remain aware of the schedule
expectations for participating board/panel members that are within their supervisory control, and
shall seek to ensure that other work assignments of board/panel members do not interfere with
Source Selection Evaluation Board assignments and activities.

If a conflict in work assignments does arise, and cannot be remedied, it is the supervisor of the
individual who cannot complete his panel duties who must seek out an alternate member for
approval by the Source Selection Authority.

See Attachment 1 to this Chapter for a sample memorandum establishing a Source Selection
Evaluation Board.
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Developing the source selection plan is the responsibility of the Lease Contracting Officer (with
the assistance of the Source Selection Evaluation Board). It is approved by the Source Selection
Authority. The plan sets forth the solicitation and evaluation methods to be used in arriving at
the selection decision. It is essentially the Government’s statement on how it intends to acquire
what is needed. It should also outline how negotiations will be conducted, identify who will
complete the evaluation, and identify the milestones necessary for accomplishing the required
steps or events of the process.

The plan serves to translate the procurement objectives into a specific approach by
communicating how the Lease Contracting Officer and board members develop and approach
recommendations to the Source Selection Authority, and by providing essential guidance for
developing the RLP. It also identifies the evaluation factors to be used, their weighting, and the
method to be used by the evaluators in evaluating proposals.

At a minimum, source selection plans must include the following:

¢ identification off the source selection approach (i.e., lowest priced technically acceptable
(LPTA), tradeoff or combination);

e adescription of the organization structure with a list of members and functions as
necessary;

e identification of whether the the intent is to award with or without discussions;
e aschedule of significant milestones;

e adescription of the property to be acquired,;

proposed pre-solicitation activities; and
e asummary of the acquisition strategy;
If using the trade-off process

e astatement of the proposed evaluation factors, significant sub factors and their relative
importance;

e adescription of the evaluation process, methodology, and techniques to be used; .

If using the lowest priced technically acceptable process, state the evaluation factors and
significant sub factors that establish standards of acceptability. These are the minimum
requirements in lowest priced technically acceptable.

As with other lease actions, an acquisition plan is also required when source selection is the
approach chosen to satisfy an agency’s space requirement. The goals and objectives for both
the acquisition and source selection plans should be exactly the same. The acquisition plan is
completed only once at the beginning of a procurement and does not need to be updated
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during the life of the lease. See Chapter 2, Part 1 (New or Replacing Lease) for more
information on developing acquisition plans.

A well-conceived source selection plan is essential to the success of any project utilizing the
tradeoff process. Adequate time must be set aside in order to produce well thought out and
thoroughly developed plans that clearly indicate how a proposal will be solicited and evaluated. It
is strongly recommended that all members of the Source Selection Evaluation Board serving as
evaluators be directly involved in developing the plan. Experience shows that this reduces the
amount of debate that often takes place when proposals are received, thereby speeding up the
evaluation process.

Using model plans or plans from previous procurements can be helpful in deciding how to
develop a particular source selection plan and the evaluation criteria. However, Leasing
Specialists are cautioned to make sure that all elements are modified to reflect the
requirements of the current procurement and that the source selection plan and the Request for
Lease Proposal are internally consistent.

A best practice is for the Source Selection Evaluation Board to review the plan before any
presolicitation conferences are held and before the RLP is issued. They should be familiar
with any issues raised and the relationship between the acquisition requirements and the
evaluation factors.

Description of the evaluation process, methodology and technigues to be used.

(1) Explain the selected source selection approach, i.e., tradeoff process, lowest price
technically acceptable (LPTA). Describe, for "in-house" use, the methodology evaluators will use
to express their judgment of the degree of merit each proposal possesses in relation to the
announced evaluation factors. (Note: For acquisitions using the lowest priced technically
acceptable process, the judgment can be expressed as only acceptable or unacceptable.) This
information:

(a) Provides guidance to evaluators.

(b) Establishes the ground rules for objective, impartial, and uniform evaluation of
proposals.

(c) Provides a basis for preparing solicitation documents.

(2) When using the tradeoff process, describe the rating system GSA will use in the
evaluation. Available systems include numerical, color, adjectival, or a combination. Choose one
tailored to the requirements of the source selection under consideration. Explain how offerors
that cannot be rated favorably or unfavorably, for example a contractor that lacks past
performance, will be treated.

(3) Append specimen forms that evaluators will use. Such forms may provide for
recording evaluators’ findings and compiling ratings.
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The proper development of the evaluation criteria is arguably the most important function of the
source selection process. If the award factors and the standards for evaluating them are poorly
defined, one or more of the following will generally take place: inordinate amounts of time will be
wasted attempting to correct the situation; desired results will not be attained; a protest will be
lodged. Recognizing the importance of the evaluation criteria and devoting the necessary time to
their development are absolutely necessary to the success of the procurement.

a. Selecting Evaluation Factors

Purpose of Evaluation Factors

Evaluation factors allow the Government to consider factors other than price. They may be
designed to give preference for receiving an enhanced quality on items specified as minimum
requirements in the Request for Lease Proposal (RLP), or to give preference for other unspecified
items beyond the minimum requirements. If a given factor is readily available in the marketplace
and can be expressed in the form of a minimum requirement in the “Unique Requirements”
paragraph of the RLP, then it should not be identified as an award factor.

Identifying factors without consideration for the market can result in the selection of meaningless
factors. For example, to identify structural enhancements or amenities (such as a physical fithess
facility) that are nonexistent or unobtainable in the marketplace would be pointless. Likewise, easily
obtained items should not be used as award factors. The objective is to highlight those
enhancements or amenities that are available but exceed the norm. The identification of proper
award factors should result in the selection of an offer of higher quality and/or one providing more
amenities beneficial to the Government.

Evaluation factors must represent the key areas of importance and emphasis to be considered in
the source selection decision and support meaningful comparison and discrimination between and
among competing proposals.

(1) Select factors and sub factors independent of each other to avoid double counting.
Review the factors to ensure there are no common elements.

(2) The objective is to keep the evaluation focused on only key discriminators.
(3) Develop factors to identify specific program/business/contract risks.
(4) Consider factors that may be valuable to the Government in satisfying its needs

Evaluation factors (FAR 15.304).

(1) Agency acquisition officials have broad discretion over the evaluation factors that apply
to an acquisition and their relative order of importance. RLPs must clearly state all factors and
significant sub factors that will affect contract award and their relative importance. At a minimum,
the RLP must state whether all evaluation factors other than cost or price, when combined, are:

(a) Significantly more important than cost or price.

(b) Approximately equal to cost or price.
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(c) Significantly less important than cost or price.

By law, all procurements must include price or cost to the Government as an evaluation factor.
The Government must also evaluate quality through consideration of one or more non-cost
evaluation factors such as past performance, technical excellence, management capability,
personnel qualifications, experience, schedule compliance, and any other relevant factors (see
FAR 15.304).

(2) Past performance information is a mandatory evaluation factor in all source
selections for negotiated competitive acquisitions expected to exceed the simplified acquisition
threshold (SAT) ($150,000). However, the Lease Contracting Officer (LCO) may determine, on a
case-by-case basis that past performance is not an appropriate evaluation factor for the
acquisition (FAR 15.304(c)(3)(iii))). The LCO must document the reasons for any such
determination. The RLP must describe the general approach for evaluating past performance
information. Past performance may be a useful discriminator among offerors whose price,
technical factors and other non-price attributes may be quite similar. Request the offeror to
identify past and/or current customers, including other Federal government, State government,
local government, and private customers. FAR 15.305(a)(2)(ii) requires the Government to give
offerors an opportunity to provide information on problems encountered on the identified
contract’'s and the offeror’s corrective actions. The degree of project relevancy should be a
consideration when assigning merit for past performance. The plan should also describe the
approach for evaluating offerors with no relevant performance history. See FAR 15.305(a)(2).

(3) Agencies commonly use responsibility-related factors in the evaluation process,
notwithstanding that the Lease Contracting Officer must ultimately make a responsibility
determination. In a negotiated procurement using the tradeoff source selection process, an
agency may use traditional responsibility factors as technical evaluation factors to judge
proposals in assessing their relative merits. If the
agency limits the factors to areas which, when assessed
comparatively, provide an appropriate basis for a

selection in the Government's best interest, Certificate of Note: The procedures for
Competency (COC) procedures do not apply to a lowest priced technically
deficient technical proposal. Such factors may include acceptable differ because
experience, available facilities, and personnel factors are rated as
qualifications, but generally not financial capability. A acceptable/unacceptable
small business that loses to a competitor in an only, not assessed for merit.
evaluation of the relative merits of each proposal, See FAR 15.101-2.

pursuant to ground rules set out in the RLP, is not found
to be non-responsible. The COC procedures do not
apply in such cases.

Request Client Agency Input on Potential Evaluation Factors

The first and most important step is to identify factors that are meaningful and relevant to the
agency’'s needs—receiving the proper input from the agency is essential. It is important that the
client agency be involved in identifying appropriate technical evaluation factors, since they will be
critical to the final selection process (see previous examples of typical evaluation factors). Once the
decision to use the trade-off approach has been made, and assuming the requirements
development process has been completed, the agency should be requested to provide supporting
data or information necessary for identifying both evaluation factors and mandatory requirements
(minimum requirements). The agency should be advised that any factor it selects should represent
an additional value to the agency. In other words, all evaluation factors should justify the
Government paying additional money to select one offer over another.
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Review Potential Evaluation Factors for Relevance and Determine If They Should
Be Evaluation Factors or Minimum Requirements

All agency special needs should be reviewed closely to verify that they are meaningful and
relevant, and to determine whether they should be identified as a minimum requirements Request
for Lease Proposal (RLP) —that is, as go/no-go criteria—or as evaluation factors. A minimum
requirement in the RLP cannot, in itself, be an evaluation factor in the plan. However, an evaluation
factor may be used in conjunction with a minimum requirement to give preference to a proposal
offering a level of quality above the established minimum requirement.

Note: Expansion and renewal options should never be included as award factors. They should be
included as mandatory requirements in the “Amount of Space” and “Lease Term” paragraphs in the
RLP. As renewal options generally have a major impact on rental rate pricing, and the GSA price
evaluation formula analyzes the overall cost of a proposal over the entire term including option
periods, renewal options are always to be considered as a mandatory requirement. Additionally, if
GSA agrees that the potential for future expansion is significant, then an option for expansion space
should be a mandatory requirement.

Note: Items involving cost such as shuttle service, variance in cost of providing phone service at
one location as compared to another, computer operations, and other major agency operational
cost items are not to be identified as technical evaluation factors. They can be considered, but
will identified in the Request for Lease Proposal as being part of the price evaluation.

Select Evaluation Factors Before Advertising and Conducting Building
Inspections

Selection of the factors should take place before publishing the advertisement (if one is
necessary) and conducting any building inspections. This is important to avoid the
possibility or appearance that the evaluation criteria were selected for the purpose of limiting
competition or preselecting a specific location. Given too much knowledge of a particular
location, the agency may be drawn into identifying criteria tailored to that location rather than
addressing specific needs. There will be ample time after the market survey is completed (and
before approval of the source selection plan) to make adjustments in the rating plan to account
for market conditions not previously anticipated.

Limit the Number of Factors as Much as Possible

The number of factors to be chosen depends on the individual requirement. However,
establishing too many (and often less important) factors or sub factors tends to reduce the
significance of more important factors and may cause leveling of the scores of all of the
proposals. Generally, the number of technical evaluation factors should be limited to three to
five factors. Ultimately, it is not the number of factors that is critical, but having chosen the right
ones. It is better to use specific sub factors under a broader general factor than to have
overlapping factors.

b. Developing Standards for Evaluation

Problems Associated With Poorly Developed Standards

Experience has shown that greater problems are often experienced with the standards for
evaluating proposals than with the award factors themselves. Some of the problems that have
been noted are:
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e the use of vague or ambiguous standards that fail to define how they will be applied to
the evaluation factors;

e afailure to establish minimum acceptability levels for each factor;
¢ including requirements in the standards that are not contained in the RLP; and

e establishing standards that focus on the offeror submitting a document rather than on the
substantive content of the document.

Standards provide a guide to measure how well an offeror's response meets an evaluation factor
or sub factor. When using lowest priced technically acceptable, standards indicate the minimum
performance or compliance acceptable to enable a contractor to meet the requirements and must
be stated in the RLP. Only the evaluation factors and sub factors set forth in the RFP may be
used to evaluate proposals.

After determining the factors to evaluate, describe each factor. The factor descriptions
collectively serve as checks to determine that the evaluation plan is complete and that duplication
does not exist between factors. They also serve as a guide to evaluators during evaluation.

Based on the descriptions, prepare standards for each factor. Minimum requirements in a
standard must match those specified as minimally acceptable in the RLP. Standards must not
address requirements not included in the RLP.

It is important to remember that “past performance” and “experience” are not the same thing.
Past performance evaluation is used to determine how well an offeror has performed previous
efforts on relevant projects. Past performance looks at the quality of the offeror’s performance.
Experience describes what projects the offeror is currently performing or has performed (within
the time period indicated in the RLP).

To be considered satisfactory, the contractor must have completed the work on time and
consistent with all contract requirements. Evaluation will be based on assessments provided by
the individual(s) with firsthand knowledge of the similar contracts. The past performance
evaluation should concentrate on assessing the delivery of an offeror’'s products and/or services,
and be tailored to the issues you expect to be significant determinants of success in the
acquisition. Examples include, but are not limited to: quality, timeliness, cost control, business
relations and ability to provide qualified professional personnel.

Note: In determining whether to attribute one company's performance to another, the selection
team must consider the nature and extent of the relationship between the two companies. In
particular, the selection team must consider whether the workforce, management, , or other
resources of one may affect contract performance by the other.

Clearly Identify All Factor Elements and Terms

In developing the standards, one must verify that each factor description clearly specifies the
elements of the factor for which standards are needed. The standard must define all ambiguous
terms such as “similar,” “comparable,” “satisfactory,” or “substantial,” so that when the RLP is
written, it can be crafted in a manner that will solicit pertinent information for evaluation against
the standard.

PBS Leasing Desk Guide 13-21
This page last revised: 9/27/2011



CHAPTER 13: Source Selection

GSA

% 8. Communicating the Requirement

c. Establishing Relative Importance of Factors

Determine Relative Importance of Factors

After the evaluation factors have been identified, GSA and the agency must carefully consider
and determine the relative importance among the factors. If the relative importance of the factors
is not accurately conveyed to reflect the Government’s needs, the Source Selection Authority
(SSA) may later be awarding to the wrong offeror. For example, consider a situation where a
decision needs to be made between an offeror who offers more performance at a high price
and an offeror who offers marginally acceptable performance but at a very attractive price. In
situations of low technical risk, one might decide the latter offeror could handle it and save the
Government some money. In situations of high technical risk, the SSA may decide it is worth
the money to award to the former offeror who is more likely to succeed. In either situation, if the
level of technical risk was not conveyed properly in the weighting, the Source Selection
Authority could end up selecting the wrong offeror. The SSA should normally provide oversight
and, where necessary, offer recommendations.

The relative importance of evaluation factors may be established by weighting the factors—
assigning points to each factor. All evaluation factors and significant sub factors that will affect
contract award and their relative importance shall be clearly stated in the RLP. The solicitation
shall state whether all evaluation factors other than cost or price, when combined, are
significantly more important than, approximately equal to, or significantly less important than cost
or price.

Relating Price or Cost to Technical Factors

Price or cost must be considered in every source selection. However, price should not be
scored.. Price or cost and technical evaluation factors are evaluated separately. The source
selection board evaluates the technical factors and the Lease Contracting Officer (LCO)
evaluates price. The LCO evaluates both in establishing the competitive range or in making the
competitive range recommendation to the Source Selection Authority. Price or cost must be
related to technical evaluation factors by priority or trade-off statements. The RLP must clearly
state at a minimum whether all evaluation factors other than cost or price, when combined, are:

e Significantly more important than cost or price;
e Approximately equal to cost or price; or

e Significantly less important than cost or price.

8. Communicating the Requirement

a. Presolicitation Activities

Once the evaluation criteria have been selected and the source selection plan has been
approved, an advertisement (if required) may be published. Preparing a quality Request for
Lease Proposal (RLP) that clearly and concisely documents the requirement is paramount to
receiving responsive proposals from potential offerors. To solicit the best proposals possible, a
RLP must clearly communicate to potential offerors both the Government's needs and the
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evaluation factors it will use to evaluate proposals. Skillful planning and preparation of the RLP
by the Lease Contracting Officer (LCO) will be rewarded by proposals which respond to the
Government's stated needs. Lack of clarity or information in the RLP will result in confusion
during proposal preparation, proposals unresponsive to the Government's actual needs, and a
multitude of administrative and legal problems for all parties concerned. In all situations, the GSA
LCO is ultimately responsible for the procurement. The LCO must use the highest degree of
clarity and precision in communicating needs and soliciting proposals, which best satisfy those
needs. Procurement regulations support open exchanges between the Government and industry.
Increasing the scope of exchanges with industry will achieve a better understanding of the
Government's requirement and industry's proposal. Exchanging information throughout the
acquisition process is encouraged.

Open exchanges allow potential offerors to better understand the Government's requirements.
Early exchanges of information with potential offerors will improve the understanding of
Government requirements and industry capabilities. Early exchanges can also identify and
resolve issues and concerns regarding the selection of a proper acquisition strategy.

Figure 1 below shows the type of exchanges by the phase of the acquisition process. (FAR
15.306 provides detailed information with respect to the different types of exchanges.)

Phase in the Acquisition Process Type of exchange

Prior to issuance of RLP Exchanges

Prior to receipt of proposals

Limited exchanges that may occur when award Clarifications
without discussions is contemplated

After receipt of proposals and with the intent to Communications
establish a competitive range

After receipt of proposals, after establishing the Discussions, Negotiations and Bargaining
competitive range and with the expectation of
receiving proposal revisions

Figure 1
Exchanges by Phase in the Acquisition Process

FAR 15.306(e) contains limits on exchanges that preclude favoring one offeror over another,
revealing an offeror's technical solutions, revealing prices without the offeror's permission,
revealing names of individuals providing reference information about an offeror’s past
performance, and knowingly furnishing source selection information in violation of the
procurement integrity requirements of FAR 3.104. In all exchanges, at any point during the
acquisition, the Government must strictly observe procurement integrity, privacy, and Freedom of
Information Act (FOIA) requirements.
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Exchanges with potential offerors should not be conducted without the coordination of the LCO.
Even more critical is that after release of the RLP, the LCO is the focal point of any exchanges
with potential offerors.

It may also be determined to be in the Government’s best interest to conduct presolicitation
conferences on larger, more complex procurements. It is helpful to contact prospective offerors
before the conference and request in writing any questions they might have concerning the
procurement. The conference, which is normally announced to all known prospective offerors,
helps to inform offerors of the Government’s objectives and the nature and size of the
requirement, including anticipated specifications and award factors. However, standards for the
evaluation factors and the actual numerical relationships of the factors to one another
must not be revealed. The conference also gives the Government the opportunity to feel out
prospective offerors and make adjustments to the Request for Lease Proposal (RLP) where
needed.

Whether during the presolicitation meeting or by other methods, it is important to make sure
that all prospective offerors understand that when tradeoff procedures are used, negotiations
will only be conducted on those offers determined to be within the competitive range. As
indicated in the “Award Factors” section of the RLP, the competitive range will be established
based on an evaluation of cost or price and other factors included in the initial offer. Offerors
need to understand that if the price stated in their initial offer (even considering the other
factors) is excessive, they risk falling outside the competitive range and never getting to the
negotiating table. This represents a significant change for offerors who have come to expect an
opportunity to negotiate their initial offer.

During the market research phase of an acquisition, GSA may have concluded that additional
information is needed before proceeding with an Acquisition Strategy/Plan. The LCO can issue
a Request for Information (RFI) or Sources Sought to potential offerors within a certain contract
functional area, Special Item Number (SIN) or through FedBizOpps. The RFI summarizes the
Government’s requirement, and requests comment from potential offerors. This can assist the
Government during market research by assessing offeror capabilities and allowing the
Government an opportunity to analyze questions or concerns about the proposed RLP. This
RFI methodology is especially useful for innovative acquisitions involving new acquisition
strategies.

b. Request for Lease Proposal Preparation

Specific Statements Required in Request for Lease Proposal Concerning Source
Selection

The Request for Lease Proposal (RLP) should advise offerors on how their proposals should be
organized and arranged, and describe the information to be provided in response to the
evaluation factors. The RLP must clearly state the evaluation factors and any sub factors and
their relative importance. For acquisitions of leasehold interests in real property, the basic
solicitation provision at General Services Administration Acquisition Regulation (GSAR)
552.270-1 provides that GSA intends to hold discussions. If the Source Selection Authority
(SSA) decides that award without discussions may be appropriate for a given acquisition, the
RLP needs to include Alternate Il to the basic provision (see GSAM 570.602).

Maintain Consistency Between Source Selection Plan and RLP

Care must be taken to ascertain that the award factors or significant sub factors described in the
RLP are consistent with the source selection plan. For example, if the source selection plan
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contains significant sub factors but the RLP fails to disclose them, offerors will not properly
address actual needs. Moreover, the evaluation of offers must be based on the factors listed in
the RLP and the ability to differentiate between offers on the significant sub factors would be
lost.

Clearly State the Relative Importance of the Award Factors

The relative importance of the factors must also be clearly stated. If the importance of one factor
differs significantly from the others, then that should be

clearly indicated. The relative importance of cost or price

must also be identified in terms of its relationship to the

combined weight of the other award factors. Only

descriptive statements such as “cost or price is equal to Note: If the minimum
the combined weight of technical factors” and “the requirements specified in
technical evaluation factors below are listed in the RLP are not met, the
descending order of importance” are recommended. offer is unacceptable.
Specific weights and the standards for evaluating the Failure to meet the
factors should not be divulged in the RLP. minimum requirement of
an award factor simply
Identify Minimum Requirements for the means that no credit will
Evaluation Factors be received for that factor.

In addition to establishing the relative importance of

factors, the RLP should inform offerors of the minimum

requirements that must be met to receive consideration for

particular award factors or significant sub factors. The

minimum requirement identified for receiving

consideration on a given award factor should not be confused with the minimum requirements
listed in the “Unique Requirements” paragraph of the boilerplate RLP.

Each evaluation factor should be sufficiently described in the RLP so that the prospective
offeror will understand what will be considered. However, only the source selection plan will list
the standards for evaluation and scoring. This is for internal use and is not to be disclosed to
another agency (except to an agency representative on the selection team), to anyone outside
GSA, or anyone without a legitimate need to know. The source selection plan should always be
considered “procurement sensitive” information.

Note: If an award factor legitimately emerges after a procurement has begun, it should be
added to the RLP through a formal amendment. However, due to the undesirable impressions
this often creates among the offerors, especially those not benefiting from the factor, every
effort must be made to avoid doing so. Properly indoctrinating the client agency on the possible
ramifications of this predicament during the development of the factors is the best insurance
against it.

Response Time for Receiving Initial Offers

Due to the complexity and amount of information typically required from offerors when using
award factors other than price, the period of time allowed for responses should normally be
longer than for standard lease procurements. For extremely large projects, it may be necessary
to allow up to 3 months between issuing the RLP and receiving offers. Request technical
proposals and price proposals separately in sealed envelopes.
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9. Evaluating Proposals

Before beginning the evaluation process, the Lease Contracting Officer (LCO) should caution
all participating personnel concerning the disclosure of information. Each member of the Source
Selection Evaluation Board (SSEB) should have signed a Certificate of Non-disclosure when the
SSEB was selected. Information relative to the evaluation should only be revealed to individuals
participating in the same evaluation proceedings, and then only to the extent that the information
is required in connection with the proceedings. Divulging information during the evaluation,
selection, and negotiation phases of the acquisition to offerors or to personnel not having a
need to know could jeopardize the award. In order to avoid unauthorized disclosures to offerors,
it is required that all communications with offerors or their representatives, including any
guestions concerning proposals, be directed through the appropriate Leasing Specialist and/or
the Lease Contracting Officer.

The LCO must also instruct personnel participating in the evaluation of the requirements of the
GSA Standards of Conduct, and ask all evaluators to sign a statement that they have read and
understand the GSA Standards of Conduct and that they do not have an actual or apparent
conflict of interest relating to the proposed acquisition. Evaluators with an actual or apparent
conflict must be removed from the SSEB or replaced.

The SSEB will perform an in-depth evaluation of the proposals against the evaluation factors and
sub factors set forth in the Request for Lease Proposal (RLP) and Source Selection Plan. While
the specific evaluation process will be tailored to fit the size and complexity of the acquisition, the
basic objective remains constant — to provide the Source Selection Authority (SSA) with
information to make an informed and reasoned selection. In order to accomplish this, the
evaluators will identify deficiencies, strengths, weaknesses, significant weaknesses and risks
applicable to each proposal.

Definition of Key Evaluation Terms

- Significant Strength — A significant strength appreciably enhances the merit of a proposal or
appreciably increases the probability of successful contract performance.

- Strength - Any aspect of a proposal that, when judged against a stated evaluation criterion
enhances the merit of the proposal or increases the probability of successful performance of the
contract.

- Weakness — A flaw in a proposal that increases the risk of unsuccessful contract performance.

- Significant Weakness — A flaw that appreciably increases the risk of unsuccessful contract
performance.

- Deficiency — A material failure of a proposal to meet a Government requirement or a
combination of significant weaknesses in a proposal that increases the risk of unsuccessful
contract performance to an unacceptable level.

a. ltis imperative that there be a method for identifying, reporting and tracking of each proposal
evaluation. The evaluation and findings must be supported with narrative statements for each
proposal by all evaluators. A recitation of the Statement of Work or Statement of Objectives is
not acceptable. All evaluations must be documented with clear, succinct explanations of the
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benefits and risks associated with the proposal. Ratings alone are not conclusive data upon
which to make a source selection decision. The SSA will use this information to make a source
selection decision; the Lease Contracting Officer will use it to establish a competitive range when
discussions are necessary and as appropriate, will provide the information to the respective
offerors during clarifications, communications, and /or discussions.
b. The final step is to prepare a summary report that includes for each proposal, the rating for
each evaluation factor and sub factor; and a discussion of the associated strengths, weaknesses,
significant weaknesses, deficiencies and risks. An evaluation report must be prepared at each
stage of the process (i.e. initial evaluation, interim evaluation and final evaluation.)
The principal objectives in all evaluation procedures are to:

e determine which proposals are acceptable;

e determine from among the acceptable proposals which one is most advantageous to the
Government, considering cost or price and other factors outlined in the RLPs; and

e provide a sound basis for the SSA to make an informed and objective selection.
The methods used for evaluating proposals should focus on realizing the highest attainable
degree of both clarity and objectivity. The evaluation should frame the issues of the selection
decision with such clarity and visibility that the SSA will have little difficulty in arriving at a sound
choice.

When using the tradeoff process, no single evaluation method will be applicable in all situations.
However, most evaluations should involve the following steps in the sequence shown below:

1. Receive technical proposals; receive cost proposals.
2. Conduct initial evaluations.

3. Clarify ambiguities.

4. Determine competitive range.

5. Promptly notify offerors outside the competitive range and provide a debriefing where
appropriate.

6. Conduct discussions with offerors in competitive range.
7. Request best and final offers (final proposal revisions)
8. Conduct final evaluation.

9. Make award.

10. Notify unsuccessful offerors.

11. Conduct debriefing of unsuccessful offerors when requested and required.
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Refamiliarize the Source Selection Evaluation Board With Source Selection Plan
and Request for Lease Proposal Before Receiving Offers

Before the initial offers are received, all evaluators should refamiliarize themselves with the
Request for Lease Proposal (RLP) and the evaluation criteria. If evaluators were involved in
identifying and approving the source selection plan and the evaluation criteria, this should be
relatively easy. The Source Selection Evaluation Board (SSEB) should also be convened ahead
of time to review the selection plan and scoring methods.

Identify Ambiguities in Proposals

Once the technical proposals are received, they should be distributed to the evaluators for analysis.
The evaluators will first review all proposals to identify ambiguous terms or statements that
require clarification in order to conduct the initial evaluation. These items should be provided to
the Lease Contracting Officer (LCO) so that he or she can obtain the clarifications needed to
continue with the initial evaluations. Again, technical evaluators should be cautioned not to
contact the offerors themselves.

Complete Worksheets for Each Evaluation Factor

Each evaluator will complete a worksheet for each evaluation factor, identifying in detail all
strengths, weaknesses, significant weaknesses, and deficiencies (several worksheet versions
exist that are acceptable for this purpose). This information will form much of the basis for the
evaluation report to the Source Selection Authority (SSA) and the selection decision. It will also
provide the rationale behind the scoring for the factor. All instances in which an offeror fails to
meet a minimum requirement for a given factor must be clearly explained by the evaluator and an
opinion offered as to whether the deficiency can be remedied.

Note: The LCO should provide all offerors the opportunity to correct any deficiency, assuming it
is technically feasible to do so. Furthermore, it is to the Government’s advantage to maintain a
healthy competitive atmosphere throughout the process that leads to final selection. Therefore,
any doubts about the propriety of excluding an offeror on the basis that a deficiency is not
technically capable of being corrected or that the necessary revisions would result in a virtually
new proposal should be carefully considered. GSA must be in a position to defend and support
the exclusion of any proposal from further consideration or from the competitive range.

Initial Scoring of Proposals

In the initial scoring of the proposals, each evaluator must consider all strengths, weaknesses,
significant weaknesses, errors, omissions, and deficiencies related to a particular factor and
provide a written interpretation of the scoring rationale. Based on the written narratives, scoring
and opinions of each evaluator, the initial score assigned to each proposal will be assigned by
a consensus of the SSEB.

Evaluators must prepare a detailed analysis of the proposal, identifying and documenting its
strengths, weaknesses, significant weaknesses, and deficiencies against each factor. This
documentation is essential information for the SSA. The SSA must take care to ensure that
scores/rates accurately reflect the evaluator's assessment of the capability of each offeror
regarding each evaluation factor as measured against the Government model and standards
applicable to the procurement. Note: Technical proposal evaluation cannot be derived from a
comparative evaluation of the relative strengths and weaknesses of competing proposals.

(1) Evaluators may only evaluate the proposals against the evaluation criteria set forth in
the RLP.
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(2) Identifying deficiencies in proposals and unacceptable proposals. Evaluators must
identify each aspect in which an offeror or a proposed approach does not meet the Government's
minimum requirements. Deficiencies are material failures of a proposal to meet a Government
requirement, such as: failure to meet the specifications; failure to submit all the required
information, or a questionable technical or management approach. Deficiencies must derive from
the evaluation of each proposal against a specific standard or requirement established in the RLP.
The evaluators may not derive deficiencies from a comparative evaluation of the relative
strengths and weaknesses of competing proposals.

For each deficiency identified, evaluators must provide an:

a. Explanation as to why they believe the offeror does not meet one or more
standard requirements as outlined in the RLP with a reference to the
requirement and location in the RLP.

b. Opinion with supporting rationale as to whether the offeror can remedy the
deficiency (i.e., whether a remedy is technically feasible).

c. Opinion with supporting rationale as to whether remedying the deficiency would
entail so substantial a proposal revision as to amount to allowing submission of
a second proposal (i.e., virtually an entirely new technical proposal).

d. Consideration of any need for exchanges meant to remedy the offeror’s
proposals, and if necessary, specifics on what must be asked of the offeror.

In contracting by negotiation, a proposal deficiency does not automatically exclude the proposal
from further consideration. The contracting officer may include the proposal in the competitive
range and conduct discussions.

(3) Identifying ambiguities in proposals. Sometimes, language in a proposal is
ambiguous. In other instances, proposal language may simply be unclear, for example, the
SSEB cannot understand it well enough to evaluate it without guessing at its meaning. The
SSEB should inform the LCO in instances where a sound evaluation cannot be made because
proposal language is ambiguous or its meaning cannot be fully understood. Evaluators should
identify the ambiguity and the alternative meanings for the contracting officer. When proposals
contain unclear or ambiguous language, evaluators shall not contact any offeror to obtain
clarification. The LCO is the only one who can contact the offerors.

(4) Identifying instances in which the offeror provides inadequate substantiation. An
offeror may describe a particular approach proposed for performing some part of the contract
work in general terms, but not provide enough detailed information about the approach and how it
would apply to permit an evaluation of its feasibility and merit. Evaluators should identify in
writing each instance in which this occurs and provide it to the LCO. The Contracting Officer may
request additional information from the offeror by means of clarification, communication or
discussions.

(5) Identifying past performance information. When evaluating past performance
information, consider the currency and relevance of the information, context of the data, and
general trends in contractor's performance. The purpose is to determine a confidence level in an
offerors ability to perform all the contract requirements. Past performance will be evaluated
utilizing the information obtained from past performance documentation required by the proposal
and from information obtained from other sources (i.e. Past Performance Information Retrieval
System (PPIRS)).
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e Similar past performance. Consider information the offeror provided on past efforts
similar to the Government's requirement. This includes information the offeror
provides on adverse past performance and its corrective actions. The SSEB will
consider past performance only as it relates to the requirements. Past Performance
not specifically related to the present requirement should not be considered relevant
information for the purpose of determining the past performance rating. The
evaluators must have a sound basis to conclude that "other types of past
performance information" are relevant. (see FAR 15.305(a)(2)(iii))

e If an offeror does not have a record of relevant past performance, the offeror may not
be rated favorably or unfavorably on past performance. This rating is neither
negative nor positive. Neutral is merely indicative of a lack of performance in
providing the services required by the RLP. Itis a good practice to detail in the SSP
how such a rating will be scored. GAO has accepted for a neutral rating a numerical
score that was the midpoint of the range.

e Under the lowest priced technically acceptable process, if a small business's past
performance is not acceptable, the contracting officer must refer the matter to SBA
for a Certificate of Competency determination (see FAR 15.101-2(b)(1)).

d. Technical Proposal Rating

(1) Each evaluator shall first independently evaluate all technical aspects of the proposals.
This provides GSA the benefit of having several opinions on the relative technical merits of each
proposal. Different evaluators may arrive at differing conclusions on a given point. Each
evaluator must examine each proposal in detail to measure its contents against the established
standards for evaluation factors, and assign a numerical or other rating to each factor. This
constitutes the core of the evaluation process.

(2) Numerical scores or other types of grading may not convey fully the individual
evaluator's judgment of some aspects of the proposal. Each evaluator must supplement his or
her rating with the identification of the proposal’s strengths, weaknesses, significant weaknesses,
risks, and deficiencies in narrative form. The narrative shall include how the proposal met, failed
or exceeded the requirements, and any assumptions made by the evaluator as a result of the
language in the proposal.

(3) The initial score (or adjectival rating, if adjectival ratings are used) assigned to each
technical proposal is assigned by a consensus of the SSEB. Each evaluator will first
independently evaluate all the technical aspects of the proposals. After the individual evaluators
have separately evaluated the proposals, including preparation of their narrative explanations, the
panel will meet and formulate its collective conclusions under the leadership of the chairperson.
Significant variations in evaluators' scores (or ratings) or assessments of technical merit will be
discussed and discrepancies resolved or fully explained in the record.

e. Cost or price evaluation.

(1) Cost or price must be an evaluation factor in all source selections. For fixed price
contracts the evaluation can be as simple as consideration of adequate price competition and
ensuring prices are fair and reasonable. The price proposal may be evaluated to determine if the
price offered is consistent with the effort proposed.
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(2) The Independent Government Cost Estimate (IGCE) plays a key role in both cost and
price analysis. It serves as a benchmark for price analysis; it may also serve as a benchmark for
evaluating individual cost elements.

(3) Itis necessary to protect the cost or pricing data to avoid intentional or unintentional
bias on the part of the technical evaluators. To preclude prejudice, it is best that the LCO not
disclose pricing information to the technical evaluators during their initial technical evaluation of
proposals. To the extent required, the LCO shall manage the sharing of cost information to the
SSEB.

(4). Do not assign a numerical weight, point score, or adjectival rating to price or cost.
Experience shows that using a system that assigns a point score to price is contrary to the goal of
an efficient source selection and often leads to a selection that is not the most advantageous to
the Government.

f. Consensus.

(1) The true value of the SSEB system emerges when the Source Selection Evaluation
Board as a whole arrives at a balanced conclusion that reflects the different viewpoints and
contributions of SSEB members. GSA requires SSEB consensus because the SSA or
chairperson may not have the technical expertise to combine the different conclusions reached
into a single technical judgment.

(2) After individual members separately evaluate proposals, including preparation of
narrative explanations, the SSEB, under the chairperson's leadership, meets and formulates its
collective conclusions.

(3) The SSEB discusses significant variations in evaluators’ ratings or assessments of
technical merit and resolves or fully explains discrepancies in the record.

(4) For each proposal, the SSEB supports the overall rating with a narrative justification.
This allows GSA to demonstrate that the initial evaluation is based on an intelligent and rational
judgment of the technical merits of each competing proposal.
(5) The SSEB should attempt to reach consensus on the following.
(i) The strengths and weaknesses of the proposals.
(ii) The existence and seriousness of deficiencies in proposals.
(i) Other matters on which the SSEB is to provide advice.
(iv) Overall ratings of offerors considering price and technical factors
Note: In exceptional cases, the SSEB may not reach agreement without unreasonably delaying
the procurement process. In such cases, the evaluation report must include the majority
conclusion and dissenting view(s), each with a supporting rationale. The SSEB reports the above

to the contracting officer in writing.

(6) The SSEB chairperson is responsible for preparing the documentation of the
evaluation for presentation to the SSA.
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3. Components of the evaluation process.

a. If using the LPTA approach, the SSEB identifies the proposals evaluated as
technically acceptable, those that fail to meet one or more standards of acceptability, and the
evaluated price for each.

b. If using the tradeoff process, the SSEB first lists the offerors' technical ratings and
prices. The SSEB uses cost or price to judge the value of the work and the quality of services
required. Since price can unduly influence the overall evaluation, pricing information should not
be provided to the SSEB until after technical evaluations are concluded. It must not use price or
cost as an addition to the cumulative score or rating resulting from the technical evaluation.

(i) When making award without discussions, award to the offeror whose proposal
represents the best value under the factors and sub factors in the RLP.

(i) The LCO examines the SSEB’s Initial Report and reviews the recommendation
before deciding to award without discussion or establishing a competitive range.

Establishing Competitive Range

Based on the ratings of each proposal against all evaluation criteria, the Lease Contracting
Officer (LCO) shall establish a competitive range comprised of all of the most highly rated
proposals, unless the range is further reduced for purposes of efficiency. . Predetermined cutoff
scores may not be used to establish the competitive range. Cost or price must be used by the
contracting officer with the input of the Source Selection Evaluation Board (SSEB) to judge the
value of the work and the quality of services required.

The SSEB will also identify all proposals which have been determined technically incapable of
making the necessary improvements. If there is any doubt as to whether a proposal should be
in the competitive range, it should be included. The Source Selection Authority (SSA) is
responsible for approving the LCO’s competitive range determination.

If the SSA does not choose to award based on initial proposals, the LCO must decide
which offerors to select for competitive negotiation. This is accomplished by establishing a
competitive range.

The LCO establishes a competitive range comprised of all the most highly rated
proposals. The contracting officer determines the most highly rated proposals based on the
SSEB'’s technical evaluation and the cost/price analysis conducted.

= The Lease Contracting Officer should look for a “natural” break in ranking to
determine exclusion of offerors from the competitive range.

= The competitive range determination must be based on price and other factors.
The LCO may exclude a technically acceptable or technically highly rated
(tradeoff) offer if he or she believes the price is too high and it cannot be reduced
sufficiently without detracting from the proposal's technical acceptability or merit.

= Oral and written discussions contemplate the curing of significant weaknesses
and deficiencies. The LCO does not have to exclude a proposal from
discussions solely because it fails to conform to the RLP.
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= Alow price does not guarantee a proposal inclusion in the competitive range.
The LCO considers the evaluation results for all factors and sub factors
described in the RLP. This includes past performance and all other technical
factors in addition to price.

= FAR 15.503 covers pre-award notices of exclusion from the competitive range.

If the number of most highly rated proposals exceeds the number at which GSA can
conduct an efficient competition, the LCO may reduce the competitive range for efficiency if the
RLP provides for the possibility of exclusion.

= For the LCO to have authority to limit the competitive range for efficiency,
the RLP must notify offerors of the possibility. The basic provision at FAR
52.215-1, Alternate | to FAR 52.215-1, GSAR 552.270-1, and Alternate Il to
GSAR 552.270-1 all provide this notice.

= The FAR does not provide a definition or guidance on what constitutes an
"efficient” competition. Each efficient competition will be based on variable
factors such as the number of proposals received, urgency and complexity of the
requirement and, other factors. If the LCO elects to limit the number of proposals
in the competitive range, the appropriate division of the Office of General
Counsel should review and concur. The LCO shall document the file as to what is
an efficient competition. That is, the LCO should explain what considerations
differentiated the proposals included in the competitive range from those
eliminated for purposes of efficiency.

LCOs have broad discretion in determining whether to place a proposal in the competitive
range. Their decisions in this regard will not be disturbed unless they are clearly arbitrary or
unreasonable.

Communications are exchanges between the Government and offerors after receipt of
proposals leading to establishment of the competitive range. Communications allow the
Government to address issues needed to determine whether to place a proposal in the
competitive range.

1) Do not use communications to cure proposal deficiencies or material omissions,
materially alter the technical or cost elements of the proposal, or otherwise allow
offerors to revise the proposal.

2) Limit communications to those offerors whose past performance information
prevents them from being in the competitive range (see FAR 15.306(b)), or
whose inclusion in or exclusion from the competitive range otherwise is in
question.

3) The contracting officer selects the issues for communications that are relevant to
determining whether to include a proposal in the competitive range.

Notify offerors promptly in writing when their proposals are excluded from the competitive
range. This advises offerors early on that their competitive position does not merit additional
expense. The notification must explain in general terms the basis for the determination and
state that a revision of the proposal will not be considered.
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Offerors excluded from the competitive range may request a debriefing. The disclosure
of information during pre and post-award debriefings is described in FAR 15.505 and FAR 15.506,
respectively.

10. Negotiations

Negotiations (discussions in the parlance of the FAR) will be conducted with all offerors within
the competitive range. All negotiations shall be conducted and controlled by the Leasing
Specialist and/or Lease Contracting Officer (LCO). LCOs may also require the assistance of one
or more advisors in areas beyond their technical expertise.

Discussions are exchanges between the Government and offerors in a competitive acquisition
after establishment of the competitive range. Discussions occur with the intent of allowing the
offeror to revise its proposal.

The primary objective of discussions is to maximize the Government's ability to obtain best value.
The contracting officer should conduct discussions when the Source Selection Authority (SSA)
cannot make a determination that a proposal offers the best value to the government.

Negotiations are generally conducted in order to:

e advise the offeror of all significant weaknesses, deficiencies or suspected mistakes in its
proposal that could be altered or explained to enhance materially the proposal's potential
for award;

e resolve uncertainties errors or omissions concerning the technical proposal and other
elements of the proposal; and

e come to an agreement on cost or price considerations, and special provisions that may
be incorporated into the contract.

When discussing significant weaknesses and deficiencies, one must take extreme care to avoid
suggesting to the offeror how to resolve its significant weaknesses and deficiencies. Discussions
should simply concentrate on pointing out the error, omission, or deficiency. One must never
divulge the contents of other competing proposals under any circumstances. The Government
shall provide a reasonable period of time to all offerors for correcting and submitting necessary
revisions before requesting best and final offers. Discussions must comply with the following
principles:

1) The Lease Contracting Officer (LCO) must discuss with each offeror still being
considered for award deficiencies, significant weaknesses, and adverse past
performance information to which the offeror has not yet had an opportunity to
respond. The contracting officer also is encouraged to discuss other aspects of
the offeror’s proposal, which could, in his/her opinion, be altered or explained to
enhance materially the proposal’s potential for award. However, the contracting
officer is not required to discuss every area where the proposal could be
improved. The scope and extent of the discussions are a matter of the
contracting officer’s judgment (FAR 15.306)). The contracting officer must not
suggest right answers. Offerors must use their own initiative in responding to
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2)

3)

4)

information provided during discussions. This reduces the risk of favoring one
offeror over another and avoids presuming that only one correct solution exists.

The LCO must allow each offeror a reasonable period of time to prepare
positions and submit revisions to its proposal, without allowing one offeror an
unfair advantage over another.

The LCO is also encouraged to discuss strengths with an offeror so that it does
not eliminate any strengths in revisions.

Where the RLP states that offerors will receive evaluation credit for technical
solutions exceeding any mandatory minimums, the Government may bargain
with offerors for increased performance beyond the mandatory minimums. The
Government may also suggest to an offeror that exceeds any mandatory
minimums (in ways that are not integral to the design or solution), that its
proposal would be more competitive if it removed excesses and decreased the
offered price.

Any new information imparted to one offeror must be made available to all.

Note: The LCO is permitted to eliminate an offer from the competitive range at any time during
the negotiations period, provided the LCO determines that the offer is no longer one of the most highly
rated proposals and no longer has a reasonable chance of receiving the award.

Proposal revisions. The LCO may provide offerors an opportunity to submit proposal revisions

that clarify and document understandings reached during discussions. The LCO shall provide
each offeror a reasonable period of time to prepare positions and submit revisions, without
allowing one offeror an unfair advantage over another. An offeror may submit one or more
interim proposal revisions to the LCO during the discussion process. At the conclusion of
discussions, the LCO shall permit each offeror in the competitive range to submit a final proposal

revision.

(1) The SSEB evaluates these revisions and re-evaluates the affected proposal
sections. If a revision fails to remedy a significant weakness or deficiency, the LCO may have
sufficient basis to eliminate the proposal from the competitive range. Once the LCO determines
that a proposal is no longer in the competitive range, the LCO shall promptly notify the offeror in
writing in accordance with FAR 15.503.

(2) Proposal revisions during discussions can serve as a means to assess how well
the offeror understands the Government's issues regarding its proposal and that the Government
understands the offeror's responses.

(3) The number of proposal revisions needed may vary among offerors on a
particular acquisition based on the number and complexity of issues identified.

Evaluation of proposal revisions.

(1) If GSA conducts discussions, the contracting officer forwards any resulting
proposal revisions to the Source Selection Evaluation Board (SSEB). The SSEB reevaluates and
re-rates affected portions of the original proposals using the same procedure as the initial
proposals. The SSEB then assigns new ratings and re-determines the relative standing of the

offerors.
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(2) If the relative standing of the offerors changes due to revisions of proposals,
the Source Selection Evaluation Board must document the basis for the revised rating(s) and
rankings.

11. Final Proposal Revisions

The LCO shall request in writing that all offerors remaining in the competitive range submit final
proposal revisions in writing. In order to avoid giving an unfair advantage to one offeror over
another, the LCO shall notify all offerors at the same time and provide the same cutoff date for
submitting final proposal revisions. Note: The common cutoff date is required only for final
proposal revisions.

Repeated requests for final proposal revisions can indiscriminately undermine the integrity of the
procurement process. The Lease Contracting Officer should not request final proposal revisions
until he or she is satisfied that all discussion issues have been adequately addressed and
understood. This does not mean each offeror agrees with each issue the Government has
regarding its proposal, but that each party understands the issues involved.

12. Final Evaluation

a. Reevaluation and Rescoring

The final proposal revisions are returned to the Source Selection Evaluation Board (SSEB) for final
evaluation. Those portions of the original proposal that have undergone changes or where
additional information has been added will require reevaluation.

b. Identify and Explain Any Changes in Relative Standing of
Proposals Since Initial Evaluation

When all of the remaining proposals have been evaluated collectively by the SSEB, any resulting
changes in the relative standing of the proposals must be identified and explained. It should be
remembered that the rankings are not determined based solely on technical scores, which merely
serve as guides for determining whether the technical advantages are worth the additional cost
associated with a higher priced proposal. The Source Selection Authority (SSA) must determine
whether technical point or other rating advantages are worth the associated cost. Whether a
given point spread or rating difference between two competing proposals indicates significant
superiority of one proposal over the other depends on the facts and circumstances of each
procurement. The determinative element is not the difference in point scores or ratings
themselves, but the procurement agency’s considered judgment concerning the significance of
that difference.

When the tradeoff process is used, the SSA must make a specific written determination regarding
cost/technical tradeoffs. The determination must explain the rationale for the decision to make or
not to make tradeoffs. It must also justify the expenditure of additional funds, if applicable. This
justification must clearly state what the Government will get for the extra money and why it is in
the Government's interest to expend the additional funds. This determination is required in every
case, even when the RLP indicates that technical factors are more important than price.
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c. Complete Final Evaluation Worksheets

Based on the final evaluations, the evaluators must provide a narrative of the evaluation and
complete worksheets for each technical factor that clearly document how the ratings were
determined. The chairperson will use these reports to prepare the final evaluation report to the
Lease Contracting Officer (LCO). The necessity for complete, accurate, and clearly written
worksheets and narratives cannot be overstated; one may need to refer to worksheets and
reports weeks and possibly months later.

d. Final Selection Decision

As stated previously, when the tradeoff process is being utilized, the Source Selection Authority (SSA)
has the flexibility to make tradeoffs between cost and technical factors. . The SSA’s decision shall
be based on a comparative assessment of proposals against all source selection criteria in the
Request for Lease Proposal (RLP). While the SSA may use reports and analyses prepared by
others, the source selection decision shall represent the SSA’s independent judgment. The
source selection decision shall be documented, and the documentation shall include the rationale
for any business judgments and tradeoffs made or relied on by the SSA, including benefits
associated with additional costs. Once the SSA has made the final selection, the chairperson
prepares for his or her signature a document describing the rationale for the decision.

13. Notification and Debriefing of Unsuccessful
Offerors

a. Provide Official Notifications to Unsuccessful Offerors

Section 15 of the FAR requires prompt written notification of unsuccessful offerors.

e The LCO is required to provide a pre-award notification to those offerors who the LCO
determines are outside the competitive range after receipt of initial proposals and before
the receipt of best and final offers. Besides being a common courtesy, GSA has a
responsibility to notify the unsuccessful offerors so that they may avoid unnecessary
expenditures of funds and resources. The notification should state that they are no longer
being considered for award and explain in general terms why their proposal is no longer
being considered. Under no circumstances should the identity of firms remaining within
the competitive range be divulged.

e The LCO is also required to provide post—award notification. Unless the LCO provided
pre-award notification earlier, the LCO must notify all remaining unsuccessful offerors in
writing promptly after award. The notification should include the number of offers solicited,
the number of proposals received, the name and address of each offeror receiving an
award, and the total contract price of each award.

b. Guidelines for Debriefing Unsuccessful Offerors

Pre-award debriefing of offerors

The unsuccessful offeror must submit a written request for a debriefing to the Lease Contracting
Officer (LCO) within 3 days after receipt of the notice of exclusion from the competitive range. If
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the offeror does not submit a timely request, the LCO need not provide either a pre-award or a
post-award debriefing. Offerors are entitled to no more than one debriefing for each proposal.

The LCO shall make every effort to debrief the unsuccessful offeror as soon as practicable, but
may refuse the request for a debriefing if, for compelling reasons, it is not in the best interests of
the Government to conduct a debriefing at that time. The rationale for delaying the debriefing
shall be documented in the contract file. If the LCO delays the debriefing, it shall be provided no
later than the time post-award debriefings are provided.

Debriefings may be done orally, in writing, or by any other method acceptable to the contracting
officer.

At a minimum, pre-award debriefings shall include—
1) The agency’s evaluation of significant elements in the offeror’s proposal;

2) A summary of the rationale for eliminating the offeror from the competition; and

3) Reasonable responses to relevant questions about whether source selection procedures
contained in the RLP, applicable regulations, and other applicable authorities were
followed in the process of eliminating the offeror from the competition.

Pre-award debriefings shall not disclose—
1) The number of offerors;

2) The identity of other offerors;

3) The content of other offerors’ proposals;

4) The ranking of other offerors;

5) The evaluation of other offerors; or

6) Any of the information prohibited in FAR 15.506(e).

An official summary of the debriefing shall be included in the contract file.

Post award debriefing of offerors

The debriefing of unsuccessful offerors is required only upon receipt of a timely written request
from the offerors. A written request must be received within 3 days after the date on which that
offeror received notification of contract award. Debriefings are intended to explain to the offeror
how the offers were evaluated and to describe the strengths and weaknesses of the offer as
compared to the RLP (not to other offers). Debriefings must not reveal any information that is not
releasable under the Freedom of Information Act (FOIA).

The debriefings are not to take place until after contract award. At a minimum, the debriefing
information shall include—

(1) The Government’s evaluation of the significant weaknesses or deficiencies in the
offeror’s proposal, if applicable;

(2) The overall evaluated cost or price (including unit prices) and technical rating, if
applicable, of the successful offeror and the debriefed offeror, and past performance
information on the debriefed offeror;
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(3) The overall ranking of all offerors, when any ranking was developed by the agency
during the source selection;

(4) A summary of the rationale for award,;

(5) For acquisitions of commercial items, the make and model of the item to be delivered
by the successful offeror; and

(6) Reasonable responses to relevant questions about whether source selection
procedures contained in the solicitation, applicable regulations, and other applicable
authorities were followed

Note: In FOIA requests, source selection plans are withheld, as well as unsuccessful proposals and
any records that would tend to reveal privileged information concerning any proposals received.
Executed leases are normally released. FOIA requests for information relating to source selection
actions should be reviewed by the Office of Regional Counsel. Any questions concerning the type
of information to be released during debriefing sessions should also be directed to regional
counsel.

An official summary of the debriefing shall be included in the contract file.
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ATTACHMENT 1

Sample Memorandum Establishing

Source Selection Evaluation Board

MEMORANDUM FOR (Board Chairperson)
FROM: (Source Selection Authority)

SUBJECT: Source Selection Evaluation Board for

(Title of Procurement and Solicitation Number)

| hereby designate the following individuals to serve as members of the Source Selection Evaluation Board for
. (Title of Procurement and Solicitation Number)

Chairperson:

Name, Functional Title, Organizational Assignment

Other Members:

Name, Functional Title, Organizational Assignment

Secretary:

(Nonvoting) Name, Functional Title, Organizational Assignment

Legal Member:

(Nonvoting) Name, Functional Title, Organizational Assignment

The Source Selection Evaluation Board will follow applicable policies and procedures in the FAR, GSAM, and the source
selection strategy developed for this acquisition. The Chairperson is responsible for ensuring that board members are
familiar with the cited publications, especially those relating to conflict of interest and nondisclosure of information. Board
duties take precedence over other duties of the board members.

Date Source Selection Authority
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1. Overview

This chapter provides an overview of the policy goals and general process for lease construction.

The procedures for lease construction are established by this chapter and reflect current
policy. Future revisions will address the separation of the solicitation for offers into a
Request for Lease Proposals and a lease and address other policy changes, Including
tools and templates,

a. Background

(3SA uses new lease construction as an alternative solution to satisfy agency space requirements
when existing space is not available in the market. Many of the process steps are identical to
those of new or replacing leases, and this chapter points the reader back to other chapters that
discuss these process steps in greater detail. This chapter provides more specificity on the
process steps that are new or significantly different from other lease actions discussed in this

guide,

Note: Even if the process steps match those in new or replacing leases, the Leasing Specialist
should plan on longer times for each lease construction process step, depending on the project's
complexity. Local subject matter experts or leasing mentors can help plan the times required for
each of these process steps. Sufficient time must be allowed to prepare the approval review
package, as described later In this chapter,

b. Definitions

Lease Construction

Lease construction is defined as Government-planned or Government-required new construction
of a building resulting from a lease solicitation. It refers to projects where the Government
requirements drive a new construction solution in order to satisfy an agency's space requirements.

Tenant Improvement (TI) Request for Lease Proposals (RLP) Approach

The Tl Request for Lease Proposals (RLP) is the most common solicitation that GSA uses today
and is standard for most procurements. It can be generated in eLease using the RLP Wizard.
This type of RLP identifies a tenant improvement allowance (TiA) that Offerors must include as
part of their offer. The TI RLP contains carefully separated price components for the hasic
building shell and an allowance for tenant improvements to the shell. See Chapter 2, Part 3,
Solicitation Process, for more guidance on this approach.

Turnkey Projects

With the turnkey approach, the RLP defines all of the Government's requirements, including the
Tis, and all of the costs are negotiated hbefore award. The turnkey approach is used in lieu of the
standard Tl RLP and is only possible when an agency provides a fully defailed Program of
Requirements (POR) prior to issuance of the RLP. A POR results from the completion of a
requirements development package. This package includes:
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e An organizational study to identify mission, organizational size and structure, projected
growth, work types and related space types, applicable space standards, and union
requirements;

o A narrative with a general overview of the client agency's operations;

o Adescription of special slte building or auxiliary facllity requirements;

» Current and life-of-lease projected headcount data;

o ANSIBOMA Office Area (ABOA) square footage requirements broken down by space types;

¢ Program data with a list of spaces for the building, a list of requirements for each space, a list
of requirements for each auxiliary facility, diagrams of relationships among occupant groups
(adjacency diagrams), diagrams or descriptions of features of key spaces, tabulations of
reqguirements based upon the number of occupants, and tabulations of ficor areas; and

¢ An overview of site and facility design requirements based on the above criteria, including
flexibility of layout, potential for facility growth, and zoning of site and facility for public and
secure areas.

Security design requirements, communication, and special space requirements must also be
identified. A requirements development package may include requirements for thermal design,
acoustical design, lighting, and HVAC. Concept floor plans with annofations of key issues and
supplementary drawings of special features, layouts, equipment, furnishings, and details may
also be included if necessary.

Assignable Purchase Option

A purchase option gives GSA the right to buy a property at some future date. An assignable
purchase option allows GSA to transfer this right to a third party (such as a potential lessor). This
right allows GSA to select the preferred site in advance, obtain an assignable purchase option on
the site, and have all developers bid to construct on the same site,

c. When to Use the Lease Construction Process

The standard RLP template does not sufficiently address the specific terms and conditions
required to acquire and construct space using new lease construction.

GSA meets space requirements in a number of ways: leasing; new construction; repair and
alteration; building purchase; or in an existing Federal building. Each of these alternatives is used
under different circumstances, and gach provides its own benefits and limitations.

Leasing Specialists must be concerned about over-reliance on lease construction as a housing
solution. History indicates that negotiated rental rates for these projects soimetimes exceed high-
end prevailing market rates for general-purpose office space. Lump-sum expenditures that are a
significant portion of total estimated project costs are also a concern. The Leasing Specialist and
Lease Contracting Officer must consider these important matters during requirements
development, and they are parf of the scoring analysis. Lease construction must not be used
as the first alternative solution to meeting client requirements. Thorough analysis of the
existing building inventory in the delineated area through advertisement or other means must be
conducted before making any decision to proceed with Government-planned lease construction.
When a client agency’s space requirements cannot be met by existing commercial buildings, the
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Leasing Specialist or Lease Contracting Officer must hold a discussion with the client to address
the need to modify requirements that drive a planned lease construction alternative. Lease
construction may be a justifiable option when scaled-back client requirements cannot be met in
the market and Federal construction is not available.

Note. An offer that proposes new construction in response to a general request for any available
space is not lease construction as covered by this Chapter. If an RLP is issued contemplating
offers from existing buildings, and only offers for new lease construction are received, the RLP
must be amended to incorporate the requirements for design excellence. If offers are received
for existing buildings and also for new lease construction in response to the same RLP, an
amendment to the RLP must not be issued to require design excellence. (See paragraph 3¢ of

this chapter.)

Lease construction offered for a general Tl RLP is acceptable when proposed alongside and
priced comparably with existing building sclutions. In these cases the lease construction Offeror
is generally required only to meet the specifications for existing space. General RLPs allow both
existing and new construction solutions and must share the same requirements for those existing
and new construction proposals. RLPs must not mix different requirements for existing and new

construction space.

d. Two Phase Design-build Authorities

Section 4105(b)(1) of the Federal Acguisition Reform Act (FARA) of 1995, Public Law 104-108,
amended the Federal Property and Administrative Services Act of 1949 to add Section 303M
authorizing the use of two-phase design-build selection procedures.

Current procedures are contained in the General Services Administration Acquisition Manual
(GSAM) 570.105-2, which authorizes the use of two-phase design-build selection procedures
when certain conditions are met. GSAM 570.305 further describes the procedures authorized by

GSAM 570.105-2.

Federal Management Regulation (FMR) Part 102-73.110—Real Estate Acquisition, Lease
Construction, describes the rules to follow for lease construction. Specifically, when acquiring
leasehold interests in buildings to be constructed for Federal Government use, Executive

agencies must;

o Establish detailed building specifications before agreeing to a contract that will result in the
construction of a building;

e Use competitive procedures;

¢ Inspect every building during construction for compliance with the Government’s
specifications;

+ FEvaluate every building after completion of construction to determine that the building
complies with the Government's specifications; and

¢ [nclude provisions permitting the Government to reduce the rent during any period when the
building does not comply with the Government’s specifications in any contract that will result
in the construction of a building.
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e. Other Standards and Requirements

Leasing Specialists must enfarce the following additional standards for buildings that are
constructed in response to a solicitation:

¢ At the current time, buildings must comply with the most recent edition of the building code,
fire code, and ordinances adopted by the jurisdiction in which the building is located. In
addition, the offered space must meet the applicable egress requirements in National Fire
Protection Association (NFPA) 101, Life Safety Code, or an alternative approach or method
for achieving a level of safety deemed equivalent and acceptable by the Government. GSA
will revise the fire and life safety requirements for all future RLPs in the near future.

e In cases where GSA’s formal RLP has an option for GSA to purchase the building at a future
date, the requirements of the Facilities Standards for the Public Buildings Service PBS P100
may he considered for inclusion in the RLP on a case by case basis. In addition to the GSA-
adopted nationally reccgnized codes and requirements, state and local government codes
apply. If a conflict exists between applicable state and local government
codes and the GSA requirements, the developer must identify these
confiicts in writing and request a resolution from the Lease Contracting

Offe.  TiPBOX:

+ Depending upon the complexity of the relocation project, Offerors may
be required to provide a relocation plan with final proposal revisions.
See Section 8, “Occupancy,” in this chapter for more information on the
relocation process.

s For lease construction below the prospectus threshold, see the '_qurrement for .+t
paragraphs of this chapter below. ompliance with PBS _
0 standards inthe -

e For prospectus-level lease construction, see Chapter 11, Prospectus- delete the. LEED

Level Leases, for additional guidance.

2100, req'uwes LEED
e  For National Environmental Policy Act (NEPA) compliance, and S

possible use of Categorical Exclusion (CATEX), see Chapter 2, Part 2,
Market Survey Process. The complete GSA NEPA Desk Guide is

tocated at http.//oge.elaw.gsa.qov/planning/GSANEPADeskGuide. pdf,

« For Office of Managerment and Budget (OMB) Circular A-11 scoring evaluation, which must
be performed for all leases, see Chapter 11, Prospectus-Level Leases, and Appendix F,
Determination of Operating or Capital Lease Classification for Budget Scoring.

¢ Profects of 10,000 rentable square feet and above must meet the requirements of LEED-NC
(Leadership in Energy and Environmental Design for New Construction) Silver level

(minimum).

Green Leasing

Green leasing as an everyday requirement has arrived. The Energy Star benchmark score
requirement of 75 and above must be incorporated info all leases in support of the Energy
independence and Security Act, Public Law 110-140, Section 435,

While LEED Gold is required for all Federal construction projects, the current standard for Lease
Construction of 10,000 square fest or more is LEED -NC Silver.
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Space Utilization and Mobility

All leases must address the concepts in the GSA publication, Leveraging Mobility, Managing
Space, How Changing Work Styles Affect Real Estate and Carbon Footprint, resulting in an
economical use of the space which can be adjusted as requirements for different space utilization
fluctuate, and thus minimizes the footprint. The referenced publication can he found at
http:/fiwww.gsa.govigraphics/pbs/beveraging_Mobility 508_compllant.pdf.

As agency budgets are stretched to the limit and GSA is asked more and more to help reduce
lease costs, the application of sustainable space utilization principles will be relevant to achieving
reduced operating costs and providing housing solutions to fluctuating headcounts by combining
telework, hoteling, shared resources, and other concepts tailored to the specific situation. Space
utilization incorporates location strategy, assignment of personal space, proportion of space type,
space design and access to files, and technology into the decision process.

Going forward, sustainable space utilization will play a major role in developing a complete and
relevant Program of Requirements for each lease construction project by identifying an
appropriate amount of space when developing the lsase solicitation. Lease Process
Reengineering (LPR) recommendation #5, Apply Industry Space Measurement Terminology
Consistently, requires specifying space ranges in RLPs in ANSI/BOMA Office Area (ABOA) terms
rather than in rentable terms. In this way, when working with Lessors on design intent drawings,
they will be less apt fo provide layouts that maximize the building core factor based on GSA’s
estimate of a standard core factor, and, therefore, the rent bill, which will hopefully drive Lessors
to be more efficient in determining common area spaces.

Global Project Management (gPM)

Glohal Project Management principles will incorporate the appropriate personnel and
qualifications into the team from project inception, which will provide a seamless application of
Design Excellence and other initiatives to Lease Construction projects.

2. Lease Construction Process

The Lease Construction Process is summarized below.

Lease Conslruction Stages and Cuiputs

‘ FPhasesi_Steps Key Outputs

‘Requirements Development

Formal requirements document

POR optlons worksheet

Options package

Acquisition Plan {occupancy profile}
Develop prospectus iull prospectus package {per Desk Guide

Develop project management and comnumication Chapter 11)
plan ¢ Project management and communication plan

s Prepare RLP
» Select option sile

Receive requirements
Develop POR
Develop options
Acquisition planning

e s o e |

[ ]
[ ]
*
*
*
[ ]

Authorization and Appropriation
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FPhaseslSteps

Key Outputs

» Above prospectus level:
—Obtain OMB approval
—Submit prospectus to Congress
—Committees pass Resolutions
—Congress appropriates funds

¢ Below prospectus level:
—Obtain Central Office approval

+ OMB authorization

o Commiltee Resolutions

» Congressional appropriation
¢ Central Office approval

‘Procurement (and Construction Management) :

o Advertise, conduct market survey, issue RLP

¢ Evaluate offers

» Award lease

Construction management:

¢ Conduct teaming meeting

» Assign purchase option where applicable

+ Conduct site preparation

+ Receive post-award submittals (shell and core
drawings, site drawings) ‘

+ Develop design intent drawings (DIDs)

» Prepare construction schedule

s Receive construction drawings (CDs)

» Procure T bid

» |ssue Notice to Proceed (NTP)

» Hold construction kickoff meeting

» Perform construction

+ Accepi space
¢ Prepare final contract documents

+ Lease contract

¢ Design intent drawings
» Construction drawings
» Occupancy permit

+ Commencement

s Supplementary Lease Agreement (LEASE
AMENDMENT) and signed Occupancy
Agreement (OA)

‘Oceupancy

¢ Rent start
» Occupancy
* Project Closeout

e Final OA

» R620 Lease Digest Action: See Chapter 2, Part
8, Lease Commencement and Closeout

+ Space assignment drawings
+ Project Completion Assessment

3. Requirements Development

a. Trigger Events

The lease construction review process is triggered when market conditions (or an Offeror) favor
lease construction as a possible outcome. The lease construction solution is usually identified

before or during the market survey.
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b. Determining Requirements

The Leasing Specialist must follow the same process to define and document the client agency's
requirements as with other lease actions (see Chapter 1, "Requirements Development,” for more
information). A single-phase TI RLP or turnkey RLP acquisition requires a complete and detailed
POR bhefore issuance of the solicitation. This is to make certain that Offerors have all the
information they need to provide a responsive offer.

c. Delivery Options Development

The Leasing Specialist must define the appropriate options for the client agency as explained in
Chapter 2, New or Replacing Lease. These options could include some or all of the following:

¢ Federal dellvery;
+ Lease delivery (new or backfill existing space); or

+ Lease construction.

When GSA and the client agency first discuss a need for space, the Leasing Specialist's first
obligation is to check GSA's inventory of Government-owned and -controlled leased space. If no
suitable space is available to satisfy the agency’s need, a leasing action Is required (see Chapter
1, Requirements Development, for more information on inventory checks). If Government-
controlled leased space is available and can mest the client agency's needs, a backflll lease

action is necessary.

d. Scoring

The initial scoring for this requirement must be completed during the requirements development
phase. Alf lease construction must be evaluated against the budget scoring criteria detailed in
Appendix B of OMB Circular A-11, Criteria and. Scoring Ramifications for Operating and Capital

Leases.

Designated employees in each regional Office of Portfolio Management, in coordination with the
Leasing Specialists, must perform ail scoring evaluations and make the determination that a
lease is either an operating or a capital lease. Chapter 11 and Appendix F provide guidance for
determining an appropriate budget scorekeeping treatment. .

e. Acquisition Planning
Solicitation Options for Lease Construction

Two-Phase Design-Build Selection

GSAM 570.305 identifies RLP elements required when using the procedures and the factors
included in phases 1 and 2. The two-phase design-build solicitation was formulated to identify the
most experienced development teams so that only those teams most likely to obtain the lease
award were required to submit comprehensive and costly-to-prepare proposals. GSAM 570.105-
2 states, in part, that the two-phase design-build Is to be used when the Lease Contracting Officer
expects three or more offers, Offerors will need to perform design work before developing a price,
and Offerors will incur a substantial amount of expense in preparing offers. RLPs must clearly
state the maximum number of Offerors to be selected for phase 2 {generally not fo exceed five).
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Two-phase design-build selection procedures are more appropriate when a fully detailed client
agency POR is complete.

The use of two-phase design-build selection procedures does not necessarily require the
issuance of two RLPs, one for each phase. Leasing Specialists and Lease Contracting Officers
may also use the following alternative forms of solicitation:

¢ |ssuing one solicitation that clearly and separately identifies phase 1 and phase 2
requirements or

¢ Issuing two solicitations in sequence (one for each phase) when thers is a need to protect
sensitive security or other program requirements. In this case, issue the full POR in phase 2,
and include in the phase 1 solicitation a notice to potential Offerors that only Offerors
selected for phase 2 will receive the full RLP requirements and the client agency’s complete
POR.

As an example, RLP paragraphs may include statements similar to the following. The statement
modifies the paragraph, Building Shell Requirements, hy deleting the list of the building shell
requirements and advising phase 1 Offerors that only those Offerors advancing to phase 2 will
receive the reguirements:

BUILDING SHELL REQUER MENTS (PHA :

Addltronal requ1rements wall be prowded to th Offerors advancmg to hase
2 of this. solscntation -

Phase 1 of the solicitation must include a description of the project scope and phase 1 evaluation
factors, including specialized experience, technical competence, capability to perform, past
performance of the Offeror's team, and other appropriate factors, such as site or location.
Offerors must not be required to submit detailed design information or cost or price information in

phase 1.

Phase 2 evaluation factors include detailed technical and price proposals. If using one solicitation
incorporating two-phase design-build procedures; Leasing Specialists must request phase 2
detailed technical and price proposal information only from the short list of Offerors moving on to
phase 2.

Single-Phase Tl Lease Construction RLPs

In addition to two-phase design procedures, iease construction may be solicited in a single-phase
RLP. This type is useful for smaller or less complex projects. When using lowest price technically
acceptable procurement methods, the LCO must incorporate the following Design Excellence in
Leasing paragraph in the RLP;

“DESIGN EXCELLENCE (APR 2011)

This project will result in the award of a lease requiring the construction of a new bulilding. Such an award Is an
opportunity in design and construction excellence. After the award of the lease, the Lessor's Architect, Engineers
and Construction Management Team shall participate in a Technical Design Review of the design with Government
representatives to collaboratively develop a final design and balance the following objectives:
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+  Provide an efficient working environment that can accommodate ongoing technological innovation and
allow for a technologlcally state-of-the-art work place throughout the building's useful life;

+  Provide design, construction, and ongoing operational services that minimize the impact on the
environment and the utilization of energy and other scarce and non-renewable resources;

+  Provide an innovative design that appropriately expresses the Federal Government's purpose and
identity—a facility that reflects the dignity, enterprise, vigor, and stability of the Federal Government,
emphasizing daesigns that embody the finest contemporary architectural innovations while aveiding an
official style;

s  Provide a design that exemplifies accessibility within the context of a public/private sector project;

+  Provide an efficient and economical construction process and procedures that enforcas and improves

the design goals; and
e  Deliver the building on-time and on-budget and within prevalling market rates for this type of facility.

(GS8A’s goal Is to maximize the above objectives In the design and construction of the facility while maintaining a
fully serviced [ease.

Projects over 10,000 rentable square feet must be designed and constructed to achleve a minimum of LEED-NG
Silver rating. See the paragraph concerning EEED-NC requirements for more information.”

Lease Construction Ri P Paragraphs

Hidden blue text with specific instructions for using each paragraph may be found in the standard
RLP template. Leasing Specialists and support contractors must closely follow the directions to
properly apply the paragraphs. Red text, as in the standard RLP, indicates that the Leasing
Specialist must choose between subparagraphs. After choosing the applicable subparagraph, the
other non-applicable paragraphs and alternative paragraphs must be deleted.

A separate lease construction RLP is currently not available. The new lease construction RL.P
paragraphs are under development and will be inserted in the RLP and made available on PBS
InSite, on www.gsa.gov/leasing, and in the elL.ease application. Many standard RLP paragraphs
also apply to lease construction and must be selected when developing lease construction RLPs.

f. Prospectus Development

A prospectus is a summary of the proposed lease action that is submitted to OMB and GSA’s
authorizing committees. As a matter of policy a Leasing Specialist cannot publish an
advertisement until OMB has approved the prospectus for submittal to the committees and GSA

submits the prospectus.

GSA determines an annual prospectus threshold amount under applicable law (40 U.S.C. 3307)
and provides this by letter to Congress for the specific fiscal year capital investment and leasing
program being considered by Congress.

See Chapter 11, Prospectus-Level Leases, for information on the prospectus submission process.

d. Design Excellence in Lease Construction

The GSA Design Excellence Program is GSA's long-term commitment to excellence in public
architecture, engineering, and construction. Design excellence is both a commitment and a
process. It is a commitment to using first class design and sustainable {(green lease) principles to
provide GSA clients with well-designed, high quality space that creates a positive impression for
the Federal Government and economizes resources by incorporating environmentally friendly

design.

A primary goal of the Design Excellence Program is to realize the objectives of the Guiding
Principles of Federal Architecture. Under the program, the selection of architects and engineers
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who design GSA facilities is based foremost on their demonstrated talent, creativity, and ingenuity.
In addition, the entire architect/engineer (A/E) design team must demonstrate its ability to safisfy
the comprehensive project development and management requirements for each specific project.

The huildings the Federal Government occupies say a great deal about us. Buildings housing
Federal employees are not just places where public business is conducted. In many communities,
these public buildings are the Federal presence and as such should express the strength and
character of our country, and enhance their surroundings.

The Design Excellence Program incorporates private sector peer professionals in the selection of
the AJE design teams and the review of proposed designs. These peer professionals are
distinguished architects, engineers, landscape architects, urban designers, public arts
administrators, design educators, and critics from across the Nation. Peer professionals may be
utilized on lease projects to supplement resources as advisors to the Source Selection Authority.
Incorporation of the Design Excellence approach into the Lease Construction process will
strengthen GSA’s commitment to achieve the highest standards in design and performance for its
leased facilities.

The Regional Chief Architect (RCA) or designee will participate in evaluation of the Offeror's
project team experience and past performance, and review the designs submitted depicting the
to-be-constructed building. Depending upon the project’s size and significance in the community,
the RCA may have other experts, from the Office of the Chief Architect (OCA) or Indefinite
Delivery Indefinite Quantity (IDIQ) Peer Contractors provide assistance in conducting the
technical design reviews and making recommendations to the Lease Contracting Officer on the
Technical rankings of the project team’s proposed design, or both,

Pre-award Design Excellence in Leasing must be incorporated into the leasing process along with
other procurement activities, so that the lease procurement time is unchanged. A key focus of
Design Excellence requires that the Lead Designer and A/E qualifications are considered during
successful Offeror selection. Lease Contracting Officers will collaborate with the Regional Chief
Architects to fulfill this requirement without negatively impacting the lease project schedule.

Once the lease is awarded, the Regional Chief Architect or designee will participate in ongoing
Technical Design Reviews at each submittal stage and make recommendations that are within
the scope of the lease to improve the design.

Under the Design Excellence in Leasing process, RLF submittal and evaluation requirements will
be tailored fo the needs of the project, based on the level of design required pre-or post- award.
The RLP will either list the minimum reguirements for the A/E and lead designer’s past
performance and experience with projects of similar size and complexity or evaluate these criteria
by incorporating these criteria into evaluation factors. Design Excellence in Leasing must also
incorporate the concepts of Green Leasing and Space Utilization and Mobility. The result will
strangthen GSA’'s commitment to achieve the highest standards in design, sustainability, and
performance for its leased facilities.

Design Excellence in Lease Construction Application

Design Excellence in Leasing is required for all lease construction projects. The regional project
team, in consultation with the Regional Chief Architect will determine the extent of design review
required based upon characteristics of each project. Design Excellence language and
requirements will be included in all lease RLPs where the government is seeking to satisfy
agency-specific requirements that resuit in lease transactions for new Lease Construction as the
means to satisfy the need for space.
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In a procurement where the Government is seeking space in existing buildings, but no offers of

. existing buildings are received and Offerors are proposing Lease Construction within the required
delivery time frame, the RLP must be amended to insert the requirement for a post award
Technical Design Review of the design. The RLP amendment must include the Design
Excellence in Leasing paragraph found in paragraph 3e of this chapter.

Team Structure

The appropriate Global Project Management (gPM) team members must be identified in
accordance with established regional processes under gPM Success Factors 1 and 2 to assist
the Lease Contracting Officer (LCO) on Design Excellence in Leasing aspects of the project. The
Project Manager must collaborate with the Regional Chief Architect to assemble the right team
fram the start of each Lease Construction project. The gPM team members wilt provide technical
guidance and support to the LCO on the project’s Design Excellence in Leasing aspects, and the
LCO will manage the leasing aspects of the process from requirements development to
occupancy, employing the principles of gPM.

The gPM team must be multidisciplinary, with clearly defined roles and responsibilities. A key
member is the Regional Chief Architect (RCA), who will help finalize design submittal and
evaluation requirements of the RLP and participate in design submittal evaluations. Depending
upon project complexity, the Chief Architect or the Regional Chief Architect may nominate staff
experts, or Indefinite Delivery Indefinite Quantity (iDIQ) contractors, and peers appointed by the
Office of the Chief Architect (OCA) to act as advisors to the Source Selection Evaluation Board
(SSEB). The gPM team will balance the interests of PBS, the client, taxpayers, and other internal
and external stakeholders. The team should refer to the first edition of the Design Excelience In
Leasing Desk Guide for guidance to confirm Design Excellence principles are incorporated info
the lease construction process. The guide is located on the PBS insite at

hitp:/ipbsportal. phs.gsa.gov:.7777/portal/page?_pageid=80,660027&_dad=portai&_schema=POR
TAL.

If a construction manager is required, this role must be part of the core project team before the
solicitation begins. The Leasing Specialist and Lease Contracting Officer must consider the
complexity, size, and distance of the project from a regionatl office when determining the need for
a post-award construction manager.

Prospectus Level Projects or Projects with Significant Visibility within the Community

Best value tradeoffs can be used for a range of lease procurements with high community impact
invelving new construction or major renovations to an existing building, however, Lease
Contracting Officers must use a best value tradeoff approach for all prospectus-level projects.
Design Excellence is introduced through review of designer qualifications and design submittal(s)
by the Regional Chief Architect or designee prior to lease award,

in an effort to increase competition and reduce cost of submittals for the Offerors, the two phase
design-build procedures shall be used. If not using the two phased procedures, the RLP should
still only require massing or early schematic designs to be submitted by Offerors prior to lease
award. Detailed core and shell design should be developed after award. After the selection of
the successful Offeror, the Regional Chief Architect or designee must participate in ongoing
Technical Design Reviews at each submittal stage and make recommendations, as necessary,
that are within the scope of the lease to improve the design.
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Award Factors/Evaluation Criteria

The SSEB will evaluate the Offerors’ proposed lead designers' and the A/E design team's
experience and past performance on projects of comparable scope. The evaluation of the design
team and lead designer shall be added to the existing evaluation factors for experience and past
performance. Additional RLP submittal and evaluation requirements must be taflored to the
specific needs of the client and based on the design required. Evaluation facter categories may
include, but are not limited to the following: :

¢ Site/Location: Should be in a prime commercial office district or office park convenient to
major traffic arteries and public transpertation, and no economically insurmountable
geotechnical or terrain challenges.

¢ Building Exterior: The building fagade, fenestration and massing should he attractive, made
of high quality and durable materials capable of long-term, environmentally responsible
performance in the public realm.

s Lobby and Public Space: The lobby should be welcoming, uncluttered, convey spaciousness,
and be intuitively organized. Security stations should be attractive, well-placed to expedite
queuing and processing. Interior finishes should be of appropriate quality and durability.

Quality of Facility Design/Potential of Leased Space:

The space should be in a high quality and atiractive professional workplace environment with
efficient layout and good adjacencies. This is achieved via innovative space-utilization plans that
are flexible, and which economize feasehold area.

To provide Federal workspaces of the highaest quality, Technical Design Reviews will be
conducted during the evaluation of initial offers, final proposal revisions and post award during the
design intent drawing and final building design process.

Post Award Technical Design Reviews

In an effort to increase competition and reduce cost of submittal of an offer only massing and
early conceptual (schematic) designs that convey the Offeror's vision should be required for
submission by Offerors prior to lease award. The Lessor will be required to develop detailed core
and shell design after award. After the selection of the successful Offeror, the Regional Chief
Architect or designee must participate in ongoing Technical Design Reviews at each submittal
stage and make recommendations that are within the scope of the Lease to improve the design.

The appropriate level of design review that is incorporated into the leasing process must be
determined by the gPM project team based upon the project’s size, significance in the community,
annual rent, lease term, and other conditions.

The gPM team should consider the advantages of obtaining an assignable purchase option to
obtain the best available site that meets the client agency’s requirements, then advertise for a
developer to assume the assignable option, design, and build the facility. Guidance on site

acquisition can be found at
hitp:/pheportal. pbs.gsa.gov. 777 /portalipage?_pageid=80,110785&_dad=portat&_schema=POR

TAL

Below Prospectus Level Projects or Projects with General Visibility within the Community
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Best Value, Low Price/Technically Acceptakle

Below prospectus-level projects, and lower visibility lease construction projects can use either the
best value tradeoff or the lowest price technically acceptable source selection method. I using
the lowest priced technically acceptable method, the Leasing Specialist must include a minimum
level of experience and past performance that are to be stated as minimum qualification
requirements in the RLP. The Offeror's Lead Designer and A/E team must meet those minimum

requirements.

4. Approval of Lease Construction Review
Package

a. Review for Lease Construction Below Prospectus Level

GSA clients, various GSA business lines, and OMB have all expressed concerns regarding the
cost of fease construction projects. To address these concerns, lease construction projects must
be reviewed at a higher level to confirm that the projected rates are close to the prevailing market
rate for existing Class A (prime) buildings in the same market. Accordingly, regional program
managers must transmit lease construction proposals to the Office of Real Estate Acquisition
(OREA) for approval by OREA and the Office of Portfolio Management. The requests should be
submitted as early in the process as feasible to prevent opening procurements prematurely and
to avoid the risks attendant to delaying projects and cancelling procurements.

The approval process includes examining the market most relevant to the client agency's
delineated area. Markets are normally segmented as downtown versus suburban, or inside the
Central Business District (CBD) versus outside; these markets are sometimes further segmented
into submarkets. If regions report that a particular submarket has a particularly high market rate,
the Leasing Specialist or responsible project member must reevaluate the delineated area
requirement, The review first considers the projected full service rental rate information provided
by the region by segmenting the numbers, broken down into shell, operating rent, and tenant
improvement costs. Reviewers also consider the project requirements, market conditions, and
unique circumstances such as locale, competing interests in the market, and other factors. They
also consider the Occupancy Agreement termination rights, scoring, and the market information

provided hy the regions.

This information is matched against several sources of market data, such as those described in
Chapter 2, Part 4, paragraph 2b, Market Knowlsdge.

From this analysis OREA will make one of three determinations:

*» To proceed,
* Notto proceed, or
s To exercise special consideration.

If there is no significant difference between the gross rental rate projected by the region and the
market data, OREA makes a recommendation to proceed, If a significant variance exists, OREA
will issue a decision not to proceed.
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OREA will instruct Lease Contracting Officers and client agencies to consider the project's
requirements, market conditions, and unique circumstances, as well as how to bring the projected
iease rate closer to the high end of the prevailing market rate for existing Class A (prime)

buildings.

Labeling a project “Not to Proceed” does not indicate that the project must be cancelied. Instead it
indicates that the requirements must be reviewed carefully in an effort to reduce the gross rental
rate. In many instances, a quick and simple adjustment to the client agency’s requirements has
dropped rates dramatically or opened the door to use existing buildings. This is the simple intent
of the lease construction review. Projects desighated as not to procesd may be resubmittad for
reconsideration once the requirements, the market, or both have changed enough to close the
gap betwsen the projected rental rate and market rate for existing space.

if, during this review, the Leasing Specialist and the client agency coliaboratively determine that
all efforts have been exhausted to bring a rate closer to market and that further trimming of the
requirements would significantly diminish the client agency’s mission, the project may be
resubmitted for special consideration. OREA will set such projects aside for further discussion.
However, there is no time line for this consideration, nor any guaranty that OREA will eventually
issue an approval to proceed.

If considering the cancellation of an open procurement for lease construction, the Lease
Contracting Officer must first consult with Office of Regional Counsel before issuing any
cancellation notice fo the Cfferors.

b. Approval Process

Leasing Specialists or the responsible project member must send lease construction review
submittals to LeaseConstructionReview@gsa.gov (LeaseConstructionReview in Lotus Notes).
Before submitting the request the Leasing Specialist or project member must confirm that projects
are reviewed in the reglon by a region’s single point of contact, usually the Realty Services Officer,
or cther designated contact. The Leasing Specialist may post support documents in eLease for
review; otherwise, a complete set must accompany the request.

In addition ta the project review template, the following documents are required if available at the
time of submittal:

+ A narrative describing the steps taken to maximize the use of existing space, including retail
space;
An SF-81 or other request for space;
Special requirements;
Market data for the existing building market (including office and retail);
Market survey report;
iMarket data detailing rates for new construction (include shell, operating costs, and tenant
improvements when possible);
Draft OA (fully executed, non-cancellable preferred);
¢  Scoring evaluation and result {complete set);
e Lump-sum Reimbursable Work Authorization (RWA) amount for above-allowance tenant
improvements or security;
The acquisition plan; and
A copy of the FedBizOpps advertisement, where already posted.
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Leasing Specialists who have auestions about the review process must contact their region's
lease construclion review program manager.

5. Select Option Site

Once the Office of Real Estate Acquisition authorizes a lease construction project, the Leasing
Specialist must select a site. There are two primary ways 10 select a site:

+ Developer site—GSA may ask each developer to designate its own preferred site that meels
the requirements and inciude it in the proposal.

e Assignable opltion—GSA may select the preferred site in advance, obtain an assignable
purchase option on the site, and have all developers bid to construct on the same site.

Practical tools—including flowcharts, checklists, RLP and lease language and other femplates—
that the Leasing Specialist may use for site selection when using an assighable purchase option
are under development and will be incorporated info the Desk Guide as supplemental material

when finalized.

6. Procurement

a. Project Management

Global project management (gPM) is a way of managing projects more holistically, integrating
project management into the context of GSA’'s business, and balancing client needs and
requirements with GSA agency and portfolio needs.

b. Prepare RLP

The standard RLP template does not sufficiently address the specific terms and conditions
required for new lease construction. The Leasing Specialist must assemble the Lease
construction RLP paragraphs as discussed in paragraph 3e, Acquisition Planning.

¢. Source Selection

The Lease Contracting Officer or responsible project team member must base the source
selection approach on the acquisition plan.

The Leasing Specialist must remember that the necessary lead times for each of the source
selection steps may be longer than those for non-construction leases, depending on the
complexity of the space being built.

d. Pre-Award Responsibility Check

Owver the past decade, the financial landscape has changed significantly with respect to
commercial real estate. An Offeror's earliest financial assumptions affect project stability and
have long-term ramifications for how the project is delivered and the space maintained over the
life of the lease. The Lease Contracting Officer must, at a minimum, be able to assess the
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project's financial viability as part of the financial responsibility determination required before
avery award.

The Lease Contracting Officer must make a responsibility determination before an award of any
lease and especially for lease construction procurements. There are options for the LCO to
employ in making the determination depending on the size, complexity, and perceived risk of the
project. LCOs must follow the procedures required by GSAM £70.108 and FAR 9.2 and must
request a pre-award survey for submittal to the Financial Information Conlrol Branch (FIBC). A
contracting officer may also require that each Offeror provide detailed financial documentation for
both the offering entity and the project that will be examined and closely reviewed by the LCO in
making the responsibility determination.

General Pre-Award Survey of Prospective Contractor

Lease Contracting Officers and Leasing Speclalists conducting lease construction procurements
must request a general pre-award responsibility check on prospective lessors. This check can be
requested by completing an SF-1403, Pre-Award Survey of Prospective Contractor (General),
and submitting it for evaluation by the FIBC at the following address:

Financial Information Gontrol Branch
1500 E Bannister RD

Room 2042

Kansas City, MO 64131-3009

Completing the SF-1403 is required and self-explanatory. The Lease Contracting Officer or
Leasing Specialist must completes the applicable sections {excluding Sections Il and V), sign
where indicated, and submit the form and any supplemental information.

The turnaround time for this review depends on the response time of the Offeror in providing the
information. The FICB closes all evaluations within 30 days and is required to complefe its
evaluation by the 21st day. The average time is 10 days, depending on the accuracy of the
information that the Offeror submits. If the FICB does not respond within the allotted 30 days, the
review will be closed and the Leasing Specialist or Contracting Officer will have to consult with
the FICB and the Offeror to reinstate the financial responsibility review.

The type of information the FICB requests from the Offeror depends upon the structure of the
potential lease contract, the term, and the total contract value. Examples include:

s The name and address of all morfgage helders;

» A schedule of contingent liabilities through affiliated interests such as partners, individuals,
and others by personal guarantees or endorsement;

* Pro forma cash flow statements for the proposed lease, including financing costs for

construction or site renovations;
e Proof of financing such as a signed contingent commitment letter to the Offeror from a bank

or financial institution stating terms and conditions;
* Copies of paid tax recsipts;
e Evidence of ownership of the property or current option to buy or ground lease the property;

and
¢« Financial statements.

Similar financial information collected from Offerors during the acquisition must be forwarded to
the FICB with the SF-1403.
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More Detailled Review of Financial Strength

An option for more complex projects is to require that the Offeror provide financial information on
the offering entity and the project as a minimum requirement. The following is provided as an
example of the information that may be required. Lease Contracting Officers must work closely
with the Office of Regional Counsel in developing the actual submittal requirements specific fo
each procurement. Outside resources to analyze the information requested should be considered
including other GSA employees, or contract support.

Corporate Financial Assessment

Lease Contracting Officers and Leasing Specialists typically award a lease contractto a
responsible Offeror that represents the best value to the Government. Corporate financial
respensibility is part of the responsibility determination and submittal of detailed information may
be required in the RLP. The determination of financial responsibility is made through a financial
assessment in accordance with generally accepted accounting and financial responsibility

standards.

All information must be treated as confidential and must not be shared with any other entities. A
notice of the confidential treatment must be provided to the Offerors and if a contractor is
employed to assist in the review, the contractor must sign a nondisclosure statement to keep the

information confidential.

The analysis may examine the Offaror's financial data, including a review of the following:

¢ Earnings before interest and taxes (excluding balloon payments). This measures the
Offeror’s ability to make interest payments on debt and capacity to take on additional debt.
The formula is: (Earnings Before Interest + Taxes)/Interest Charges.

« Debt service coverage ratio. This measures the Offeror’s ability to provide sufficient cash to
cover its debt (including lease) payments. The formula is: (Net Profit + Non-Cash Expenses
[such as depreciation, amortization, and depletion])/(Principal Repayment + Interest
Payments + Lease Payments).

+ Equity levels. This measures the Offeror's abllity, including any third-party equity, to
contribute to the estimated initial equity investment. The Lease Contracting Officer must
review the strength and reliability of any third-party equity proposed.

s Future debt maturities. This measures the impact of maturing debt on the Offeror's continued
financial strength, as it affects the company's ability to obtain financing. The Offeror must
provide a narrative regarding its plan and ability to finance future debht maturities.

* Current ratio. This measures an Offeror's capacily to pay current liabilities by using only
current assets. The formula is: Total Current Assets/Total Current Liabilities.

* Debt to total assets ratio. This assesses the company's long-term solvency by measuring the
relationship between the Offeror’s funds provided by creditors (debt) and the capital invested
by owners and any retained earnings. The formula is: Total Debt/Total Assets.

¢ Dun & Bradsireet report. This reports on the Offeror's delinquencies and other financial
information.
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¢ Financial references. The Lease Contracting Officer reviews financial references from three
prior projects for the Offeror or the Offeror's partners and officers.

The Offeror's initial document submittal must contain accurate and up-to-date information. Lease
Contracting Officers must also reserve the right to request updated information with any proposal
revision.

Project Financial Assessment

The Lease Contracting Officer may require that Offerors provide project-level financial information
to allow an assessment of the proposed development’s financial structure and corresponding
assumptions. The LCO must review the project-level data for reasonableness and rasponsibility.

As with the corporate financial assessment, Lease Contracting Officers may employ the services
of an outside contractor to assist in evaluating the required project-level financiat information. All
information must be treated as confidential and must not be shared with any other entities. A
notice of the confidential treatment must be provided to the Offerors and if a contractor is
employed to assist in the review, the contractor must sign a nondisclosure agreement to keep the
information confidential.

The analysis may entail examination of these Offeror documents:

s Project pro forma. This analysis uses a pro forma model (Microsoft Excel software with fully
functional cell formulas and internal linkages in place) depicting a development budget and
operating cash flow that accurately reflects the proposed project concept and financing
through the anticipated firm term of the lease period. The pro forma must include sufficient
detail for the Lease Contracting Officer to evaluate the overall financial viability of the project
and the reasonableness of the Offeror's assumptions. Accordingly, the pro forma must
include, at a minimum, the following:

o The development budget;
o A cash flow statement; and
o A statement of sources and uses.
e Financial narrative. This is a statement of the Offeror’s financing strategy.

« Financing letter of intent, This document is defined in the Request for Lease Proposals
section "Evidence of Capability to Perform.”

The analysis should include a review of the following data:

¢ Rental revenue;

Operating axpenses;

Construction costs;

¢ Sources and uses of funds;

Debt coverage ratio (DCRY);
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e Loan-to-value ratio (LTV);

¢ Loan-to-cost ratic (LTC);

¢ Unieveraged return;

¢ Return on equity (ROE);

¢ Internal rate of return (leveraged);
» Net present value (NPV); and

+ loanterms.

e. Exercising Assignable Option

Exercising land options requires specific actions as described below. Although Leasing
Specialists are assigned many of these steps, where appropriate they can and should delegate
this work to others (e.g., project managers or site selection teams), Many of these tasks may run

concurrently.

Preliminary Actions

Preliminary actions for the Project Manager include developing a work plan, establishing a site
selection team, and developing communication plans. These preliminary actions can be
accomplished concurrently with developing the site requirements as discussed below.

The work plan must address the status of the project approvals, scope, schedule, budget, and
overall approval process. To establish the site selection team, the Leasing Specialist must define
the roles and responsibilities of the members, clarify the decision makers, and spell out the
reporting structure for the team. The communication plan must define the clients and
stakeholders and include the content, time frame, and medium for communicating to each
stakeholder group. Lease construction stakeholders usually include GSA Central Office and
regional offices, the local community, local governments and organizations, and Congress. The
Leasing Specialist also must determine the RWA funding needed for any studies that might take

place during the project.

The Office of Regional Counsel must be involved in the site selection process and negotiations.

Develop Site Reguirements

The Leasing Specialist must confirm the client agency’s requirement along with other actions
discussed below. The Leasing Specialist should expect to need 15 days to complete these steps.
Developing site requirements involves reviewing feasibility studies and other documents to
confirm that the site is still the preferred alternative. Concurrently, the Leasing Speaialist must
confirm the square footage and security level for the project. With this information, the Leasing
Specialist can open discussions with the client agency to identify potential sites and define
evaluation factors, including go/no-go factors such as location within the delineated area, site size,

and not in a floodplain,

After discussions with the client agency, the Leasing Specialist must determine the acreage for
the project and confirm the delineated area with the local community. Design excellence staff, the
regional NEPA specialist, and cultural staff must also be consulted. Next, the Leasing Specialist
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must draft the preliminary evaluation factors for compliance with Federal mandates, any
prospectus, and client location requirements. Af this stage, the Leasing Specialist will be able to
determine the overall approach to the site (using an option, developer, or a hybrid of those
alternatives).

With the approach defined, the Leasing Specialist must decide whether an advertisement is
needed, and if so which medium would be best (local newspapers, Web, FedBizOpps, or others).
Central Office’s Center for Site Acquisition (asksites@gsa.gov) must be notified at this stage. The
Leasing Specialist must include in this notification pertinent data such as the location, agency
requesting the space, square footage need, size of the site, and timing.

Location

Location of Federal lease construction facilities involves both the general area and the specific
site. The location of a Federal lease construction facility speaks volumes, a message heard years
after construction is complete. It dictates almost everything that follows, from transportation
access and environmental impact, to the Federal Government’s involvement with local initiatives

and ecanomies; to the placement, form, and cost of the buiiding.

The selected site for an assignable purchase option has a major impact on the Federal tenants in
terms of convenience, access, and the quality of the work environment. it also has an impact on
the project's initial and life cycle costs and on the community’s economy, sense of place, and

social fabric.

Federal laws and Executive orders (E.O.s) address location choices. The Rural Development Act
requires that agencies give first priority to rural areas, uniess the agency mission or program
requirements call for locations in an urban area. For projects located in urban areas, the primary

Executive orders that impact location are:

o [E.0.12072, Federal Space Management, which requires first consideration to centralized
community business areas,

« E.O. 13008, Locating Federal Facilities on Historic Properties in Our Nation's Central Cities,
which requires that a hlerarchical preference be afforded to historic properties and districts,

and.

¢ E.O. 13514, Leadership in Environmental, Energy, and Economic Performance, which
requires that GSA and other agencies advance regional and local integrated planning by,

among other things:

o Participating in regional transportation planning and recegnizing existing community
transportation infrastructure;

o Aligning Federal policies to increase the effectiveness of local planning for energy
choices stch as locally generated renewable energy; and

o Ensuring that planning for new Federal facilities or new leases includes consideration of
sites that are pedestrian friendly, near existing employment centers, and accessible to
public transit, and emphasizes existing central cities and, in rural communities, existing or
planned town centers.
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Market Research

Before researching the market, the Leasing Specialist must review and update the
communication plan and confirm that discussions have occurred with local governments
regarding the boundaries of the Central Business District. Next, if required, the Leasing Specialist
must place an advertisement. Brokers can also be contacted at this stage. The market
information gathered will help confirm the go/no-go factors in the evaluation of potential locations.
The market research should be expected to take at least 15 business days and can be performed
concurrently with developing the site requirements. '

Land Market Survey

After the above steps, the Leasing Specialist must perform a land market survey to confirm the
suitability of available land to meet the project requirements. If sites do not meet the go/no-go
factors at this stage, they must be eliminated with no further evaluation. The survey process takes
a minimum of 15 business days to complete, assuming a short list of well qualified Offerors. The
Leasing Specialist must complete the land market survey form for each property under
consideration. The Leasing Specialist must then document the benefits and risks for each site.
This assessment must include the pros and cons for general, technical, and financial factors.
Among the steps this entails are the following:

e A range of market values must be obtained for the area of consideration. At the discretion of
the Leasing Specialist or Contracting Officer, an appraisal may be obtained if it will help
determine this value range.

» The Leasing Specialist must coordinate initial reviews for each site that consider zoning and
local master plans to identify potential concerns. For example, if a zoning change is needed,
how long will it take? Another example would be confirming that proposed Federal actions
conform with master plans for the local area.

» These reviews must assess any existing environmental or cuitural reports on each site. The
Leasing Specialist must check with the regional NEPA specialist to confirm whether
environmental site assessments (ESAs) need fo be initiated at this stage. The fioodplain
determination must be completed at this stage as well.

¢ Conducting a test fit with the client agency will help confirm that any improvements will fit
efficiently on the site.

+ The Leasing Specialist must confirm again that the square footage (or acreage) at the site
meets the client agency requirements.

After these reviews, the Leasing Specialist must confirm any changes {o the preliminary
evaluation factors to make them final and apply the go/no-go factors to each site for compliance
checks.

l.and Market Survey Report

The Leasing Specialist should plan on at least 30 business days to complete the land market
survey report. It must include a summary of findings, regional review, finalized short list, and
automatic CATEX application report sections. There are valid opportunities when an automatic
CATEX alone may be sufficient to satisfy NEPA requirements in selecting a site; however, this
decision must be based on the answers to questions in the checklist CATEX, not on expedience
in order to rush through the NEPA process. If an automatic CATEX does apply, the Leasing
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Specialist seek RWA funding documentation and continue the checklist at step VI, part C, Site
due diligence. If an automatic CATEX does not apply, the Leasing Specialist may collect RWA
funding documentation and continue with the checklist at step VI, part A.

Before funds are committed to surveying any prospective site, leasing specialists must determine
if the Offeror is willing to agree 10 the terms and conditions of the proposed assignable purchase

option.
Due Diligence/NEPA

Site due diligence consliders the constructability of the improvements planned on the site. PBS
needs to confirm that the site lends itself to efficient placement of the improvements to mest the

clients’ needs.

Due diligence studies must be conducted on all of the short-listed shtes from the market survey.
The Leasing Specialist must coordinate these through the regional NEPA specialist. If an
automatic CATEX applies, further NEPA studies are not required. The Leasing Specialist should
start by collecting RWAs for the studies required. NEPA studies include filling out the CATEX
checklist, conducting an environmental assessment if needed, and completing an Environmental
Impact Statement if needed. Typically NEPA studies concern themselves with the project’s
potential impact on the specific site and surrounding neighborhood area. Phase 1 studies are
required of the shortiisted sites. Phase [l studies are rarely necessary, very expensive and time
consuming. Phase Ii studies should be exercised on a case-by-case basis and must be

authorized by the regional NEPA specialist.

All appropriate inquiry studies need to be completed in this phase. These include :

+ The environmental site assessments;

» Historical studies as required under the National Historic Preservation Act {NHPA);
¢ Any needed geotechnical studies; and

¢ The final NEPA study.

The NHPA and NEPA studies require completion of specific constiltations as well. Central
Office’s Center for Site Acquisition and Relocation must be notified at this stage {at Acquisition
mailbox asksites@gsa.gov).

The Leasing Specialist should plan for 150 business days to conduct these due diligence items.

Select Site and Execute Option
An assignable purchase option passes through three stages:

1. Executed—Both parties (GSA and the landowner) have signed the option.
2. Assigned—GSA formally transfers to the lessor the option to purchase the site.
3. Exercised—The lessor uses the option to purchase the site.

During site selection and execution of the option, PBS must conduct titie and valuation due
diligence, which typically includes a fitle search, determining a range of values, and obtaining a
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metes and bounds survey. This process allows the Leasing Specialist to negotiate a draft option
agreement, obtain legal review, and finally execute the assignable purchase option agreement.
Once the parties have executed the agreement, the Leasing Specialist, in consultation with
Regional management, may decide to announce the site selection through a press release or

other medium.

Issue the RLP and Assign Option

To issue the RLP, the Leasing Specialist may record the option but must inspect the site. A new
fitle search is optional based on the site inspection results. The RLF must include all relevant site
materials and studies. After award (see below), the Leasing Specialist must assign the option {o
the lessor. This allows the lessor to close on the land and submit evidence of the [essor's due
diligence to the Government. To assign the option to the lessor, the Lease Contracting Officer
must send a letter of assignment to both the land owner and the lessor. This notifies them that
GSA is formally assigning the right to purchase the site to the lessor. The lessor then exercises
the option and purchases the land. The Leasing Specialist must contact the region’s realty
management or subject matter experts to determine whether the region requires any unique

actions af this point.

f. Lease Award

Upon receipt of final proposal revisions, the Lease Contracting Officer completes a final analysis
and ranks Offerors using the criteria specified in the RLP. The Lease Contracting Officer must
review pre-award requirements that deal with the smali business subcontracting plan (if required),
equal employment opportunity compliance, affirmative action plan for the disabled, and the
excluded parties list. GSA assembles all of the lease contract documents. After GSA and the
lessor execute the lease contract, the Leasing Specialist or Lease Contracting Officer must notify
unsuccessful Offerors, conduct the requested debriefings and posts a synopsis of the lease

award on FedBizOpps.

See Chapter 2, Part 5, Award Determination, for more information on the lease award process.

The Leasing Specialist must inform the Center for Site Acquisition of this award.

7. Construction Management

The construction phase introduces a significant shift in the project management structure. The
post-award phase requires a focused and specific skill set. During this phase, the Lease
Contracting Officer or Leasing Specialist should relinquish the reigns of the project to a project
manager or construction manager. The latter must assert themselves as the post-award project
leader, while the Lease Contfracting Officer and Leasing Specialist take a supporting role in
officiating over the contract and administering any changes necessary in the lease. An exception
to this practice oceurs if the Lease Contracting Officer or Leasing Specialist is well-qualified in
construction management and has the workload capacity to take on the construction
management responsibilities.

a. Post-award Submittals

The project manager or construction manager is responsible for managing post-award submittals.
These mirror the submittals for new or replacing leases where tenant improvements are required.
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See Chapter 2, Part 6, paragrah 2, Setting Up Post Award, for additional information on these
submittals.

b. Team Meeting (Post Award)

The first post-award meeting is an important part of the design and construction phases, as it
establishes the protocol and expectations for all team members for this part of the process. The
timing of the first meeting is important; it must ocour (at a minimum) before commencing any
construction but after the Lease Contracting Officer has issued the Notice to Proceed.

Technical support is integral to the success of this phase. The project manager or construction
manager must work cooperatively with team members, field office representatives, engineers,
space planners, and others throughout this phase to document construction progress and

deficiencies. See Chapter 2, Part 7, Construction Phase, for more information on preparing for

this meeting.

c. Site Preparation

The site preparation must begin during this phase in accordance with the construction
management project plan.

d. Design Intent Drawings (Post Award)

The project manager or construction manager must coordinate the design intent drawings (DIDs)
with the Offeror, DIDs detail the features to be buiit and become the basis for the final
construction drawings (CDs). They do not contain mechanical, electrical, or plumbing
specifications or drawings. They do not carry furniture or computer and telecommunication
specifications; nor do they contain signage, artwork, keying, or hardware schedules.

DIDs are drawings that show partitions and doors; schematic demolition; voice, data, and
electrical outlet locations; level of finishes; generic furniture layout; and any additional details
necessary to communicate the “design intent” to the lessor's architect for the purpose of
preparing construction documents.

See Chapter 2, Part 8, Design, Tl Negotiations, and Notice to Proceed, for more information on
preparing DiDs.

e. Construction Schedule (Post Award)

The project manager or construction manager must confirm that the construction schedule follows
the same format as the schedule developed for Tl RLPs (see Chapter 2, Part 7, Construction
Phase) and must identify any critical time frames and milestones. One critical difference between
full construction project schedules and others is the time and complexity required to build the
building shell.

f. Construction Drawings (Post Award)

The project manager or construction manager must confirm that the construction drawings (CDs)
conform to accessibility standards in the iease.

CDs, sometimes referred to as "working” or "sealed” drawings, provide the specifications,
engineering calculations, and construction details necessary to build the space. They are also the
basis for determining code compliance, obtaining building permits, evaluating contractual
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performance, and fire and life safety. CDs reflect both the lease requirements and specifications
in the DIDs. See Chapter 2, Part 6, paragraph 4, Construction Drawings, for more information on

these requirements.

g. Tl Bid Procurement (If Required)

The project manager or construction manager wili coordinate the Tl bid procurement process if
required. Chapter 2, part 6 also describes the key steps in Tl bid procurement. In summary, the
lessor submits proposed competitive pricing of Ti costs. Upon review and approval, GSA
authorizes the lessor to proceed with the tenant improvements.

h. Notice To Proceed

The Lease Contracting Officer provides notice to proceed in writing, which binds the Government
contractually. The content of the notice depends on whether the construction contract was
awarded competitively or on the basis of cost and pricing. See Chapter 2, Part 6, paragraph 6,
Notice to Proceed (NTP), for more information on this process,

i. Construction Phase

The construction phase is a milestene in the project schedule after the notice to proceed is given
and no additional comments on the drawings are received. Reaching this milestone means the
contractor has approval to pursue permits and conduct other pre-construction actions.

j- Coordinate Tenant Installations

During construction, the project manager or construction manager may arrange or conduct
regularly scheduled progress inspections or Inspections at critical points. The project manager or
construction manager must conduct progress inspections and stay informed of any issues the
inspections uncover hefore the build-out is completed. Periodic progress inspections are
important for: ’

s Verifying compliance with the lease construction schedule and lease construction drawings;
s Observing the quality of construction work; and

¢ Reducing the amount of costly rework.

See Chapter 2, Part 7, Construction Phase, for more Information on coordinating tenant
installations.

k. Advance Payments

Progress payments or advance payments may be requasted by the Lessor in some procurements
or after award of the lease.

Any payments made in advance of substantial completion or occupancy must be approved as
advance payments. [f advance payments are contemplated, the Lease Confracting Officer must
consult with the Office of Regional Counsel. Advance payments are only permitted after a written
findings and determination by the Lease Contracting Officer recommending advance payment
and approval by the Head of the Contracting Activity (HCA). Advance payments can only be
made if adequate security is available for the Government.
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Progress payments are not legally authorized for leasing.

[. Final Inspection

In the final inspection for space acceptance, the project manager or construction manager must
verify that the space and appurtenances—assoclated property and leasing rights such as parking
lots, and floodlights—meet all the performance requirements of the lease agreement and the
design intent drawings. This inspection is a crucial turning point, because it establishes whether
the space is “substantially complete” (see below). Extreme care is required in arriving at this
decision, since failure to notice flaws or shortcomings in the construction can have costly
ramifications later the client agency has moved into the space.

Conducting the final acceptance inspection consists of the steps discussed in Chapter 2, Part 7,
paragraph 5, Acceptance Inspection.

m. Space Acceptance

Before the project manager or construction manager can accept the space, it must be
“substantially complete,” meaning that all work necessary for the Government's access,
occupancy, use, and enjoyment has been completed and the space will serve its intended
function. This requires completion of all work, except for minor matters that do not interfere with
access, occupancy, use, or enjoyment. If it is not capable of being used for its intended purpose
and delivering its intended benefits, then it is not substantially complete and GSA may not accept
the space. Additionally, the Lessor is required to provide a valid certificate of occupancy (C of O},
issued by the local jurisdiction, for the intended use of the Government. [f the local jurisdiction
reguires systems furniture installation prior to the final certificate of occupancy, a temporary C of
O may be acceptable. If the local jurisdiction does not issue certificates of occupancy or if the C
of O is not avallable, the Lessor may obtain satisfaction of this condition by obtaining the services
of a licensed fire protection engineer to verify that the offered space meets all applicable local
codes and ordinances and provides an acceptable level of safety. Under such circumstances,
the Government may only accept the space without a certificate of accupancy if a licensed fire
protection engineer determines that the offered space is compliant with all applicable local codes
and ordinances.. See Chapter 2, Part 7, Section 5, Acceptance Inspection, for additional
requirements. When the space is accepted rent will commence.

n. Final Contract Documents

The project manager or construction manager must document their acceptance decision with the
completed GSA form 1204, Condition Survey Report, or similar form signed by the lessor, client
agency, and GSA. See Chapter 2, Part 7, paragraph 5, Acceptance Inspection, for additional
information on the final contract documents.

0. Cost Management

Small, Medium Construction Acquisitions

For new lease construction projects the project manager or construction manager will follow the
Tenant Improvement Cost Summary (TICS) table Masterformat cost elements and be to
Uniformat Level 5 as described in the P-120, Project Estimating Requirements for the Public
Building Service, page 14, as a hasis for cost estimates on the proposal from the lessor or
general confractor, An Independent Government estimate (IGE) must be provided using DIDs,
CDs if available, or other scope documents with sufficient detail for estimating purposes.
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The TICS table can be accessed at on GSA Insite at
http://pbsportal.pbs.gsa.gov:7777/pls/portalidocs/PAGE/PQ/DOCUMENTS/PR/PR_DOCUMENT

S_FOR_EDITORS/RE-ENUPDATES html#R 15

As stated in the TI RLP, the lessor may be required to submit a budget proposal based on the Ti
and assoclated work as shown on the DIDs. For projects using a turnkey approach, estimates are
required at issuance of the RLP. This is a refined budget estimate used for negotiating T1 and
security costs and for providing the client with an estimate of lump-sum reimbursable costs.

Estimates may also be requested at the following steps in the acquisition process:

e TIRLP projects—The Ti allowance is routinely calculated by the Leasing Specialist. It may be
used as an initial budget estimate for the client. An estimate must also be prepared after the
lessor completes the CDs, This estimate is more detailed than the one prepared at the DID
stage and is useful for negotlating Tls, planning for security costs, and reconclling cost
differences in the lessor’'s tenant improvement price proposal.

e Turnkey RLP projects—an initial budget estimate is required before RLP issuance. It must be
based upon a detailed POR. This will serve as the independent Government Estimate (IGE)
for price negotiations before lease award.

Large and Complex Construction Acquisitions

Large and complex projects will also follow the TICS table Masterformat cost elements and be to
Uniformat Level 5 as described in the P-120, Project Estimating Requirements for the Public
Building Service.

These projects may be delivered by either the TI RLP or turnkey process. A preliminary project
budget estimate is required. it must use a methodology that translates construction costs into
appropriate shell and Tt rent components and identify lump-sum requirements before the
solicitation.

A cost model estimate must establish an initial baseline estimate of core and shell, T, and
building-specific amortized security costs based on a conceptual POR as early in the project
planning phase as possible, The cost model estimate is different from a traditional estimate
because it is not based upon desfgn documents but only on a concepfual space program and
special requirements.

Prospectus-level new lease construction projects require lessors to submit cost proposals on a
newly developed spreadsheet using a standardized cost breakdown and bid tabulation in
accordance with the requirements of the P-7120 Project Estimating Requirements handbook. The
cost breakdown separates T, security, and shell costs and includes applicable iessor
development costs (soft costs) in addition to construction. The standardized nomenclature
facilitates the analysis of competing proposals as well as comparison with the IGE.
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CHAPTER 14: Lease Construction

% 8, Occupancy

8. Occupancy

a. Rent Start

The final OA must be compared against the rent commencement lease amendment before it is
distributed to the client agency for signature. If any pricing components of the OA are less than
those in the lease as amended, then the Leasing Specialist must produce a new OA reflecting
those new terms {including the rent start date) and have the agency sign it. See Chapter 2, Part 8,
Lease Commencement and Closeout, for more details on the rent start process.

Lease Copies and Post-Award Notifications

The Lease Contracting Officer must distribute the Lease Amendment and prepare post-award
notifications as prescribed in Desk Guide chapter 2, part 5, subparagraphs be and 5f.

b. Occupancy

The lease requires the lessor to provide a number of standard items after occupancy. Additionally,
other post occupancy deliverables may be required as part of the client agency's special
requirements, The Leasing Specialist must maintain a reference list of deliverables throughotit
RLP development, negotiation, award, post-award, and change orders to confirm that the
Government receives all of the information it is paying the lessor to furnish. See Chapter 2, Part 8,
paragraph 5, Post-Occupancy Deliverables, for more information on these standard items.

¢. Relocation Assistance

GSA is respansible for confirming compliance with the requirements of 49 CFR 24. This
regulation requires that people displaced by lease construction must be offered relocation
assistance under specific conditions. When an offer could involve lease construction, the lease
must require the lessor to provide satisfactory assurances that fair and reasonable relocatlon
payments and assistance will be provided to or for displaced persons.

Additionally, the RLP must direct Offerors to include the cost of relocation assistance to displaced
tenants (when applicable) in the shell rent. To establish this requirement with potential lessors,
the Leasing Specialist must include a paragraph in the RLP that contains the following statement

(or one similar):

{f an Offeror proposes an improved site and new construction will result in the
displacement of individuals or businesses, the successful Offeror is responsible
for paying relocation costs In accordance with the Uniform Relocation Assistance
and Real Property