Simplified Lease (Recommendation 1)

Summary

Benefits

Establish a comprehensive Simplified Lease Acquisition Model for Security Level
| and Il leases under the Simplified Lease Acquisition Threshold (SLAT)

The Simplified Lease Acquisition Model was developed to addresses a long-
standing request from clients and the private sector for a quick and efficient me-
thod to process smaller lease procurements. It addresses deficiencies in the cur-
rent Form 3626 Short Form Lease which has not been well utilized, resulting in
more complicated and longer lease processes than required for smaller leases.

Leases at the soon-to-be authorized Simplified Lease Acquisition Threshold of
$150,000 represent, as a percentage of our annual lease transactions:

= over one-third of our transactions
= 5 percent of net annual rent
= 7 percent of the transacted square footage

Utilizing a Simplified lease process for security level | and Il leases under the
SLAT threshold will improve the lease acquisition cycle time for smaller and less
complicated lease actions; allowing Leasing Specialists and Lease Contracting
Officers to spend less time working on the low-risk lease actions that have a mi-
nimal financial and square foot impact on the portfolio while increasing productivi-
ty; and permitting the appropriate focus on the larger leases that have a greater
financial impact on the GSA portfolio.

This model will increase productivity and reduce the necessity for extensions and
holdovers by using a procurement document that is right sized for small leases.
Taking these leases through all the steps of larger leases ends up costing more
money, time and resources and drives extensions and holdovers.

Offerors will submit lease proposals based on the customer’s full requirements
development package, bypassing time consuming post award negotiations that
often translate into construction and build out delays, sometimes putting the
agency into a situation of paying double rent until these post award discussions
are resolved.

Providing a fixed firm price at lease award through upfront pricing of Tl poses no
post award surprises for Offerors’ financing or agency budgets. The financial and
administrative burden to GSA and the customer of providing multiple RWAs
throughout or after the project is removed.

Taxes and operating costs, will not be escalated throughout the lease term, but
are required to be broken down for evaluation and reporting purposes Annual
operating escalations and tax adjustments take the same amount of administra-
tive time that is required in prospectus level leases for escalations as small as
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single dollars. Establishing a gross tax and operating expense rate over the term
of the lease will ease the administrative burden of making annual adjustments,
which in small leases often represent very small sums, allowing the resources to
be shifted to better use..

The TMP process specific to simplified leases, which will be fully defined in the
Leasing Desk Guide, will be satisfied through receipt and acceptance of the
agency requirements development package and agency concurrence to proceed.

Guidance for using the Simplified Lease Model (October 2010)
Objective

To expedite lease delivery by providing a Simplified lease model to replace the
current “Short Form” lease for procurements under the SLAT threshold for securi-
ty level | and Il leases where the agency’s program of requirements is fully de-
fined pre-solicitation (Request for Lease Proposal).

Process Shift

The SFO is separated into a Solicitation — the “Request for Lease Proposals”
(RLP) and a “Lease”. The RLP provides solicitation and how to offer informa-
tion. The lease, a separate document, is attached to the RLP and contains all of
the contractual and enforceable aspects of the contract. General Clauses (SF
3517A) applicable for this model have been incorporated directly into the Lease
and the Solicitation Provisions (SF 3516) have been incorporated into the RLP.

The Offeror(s) will be provided with the RLP (L101-A), and the Lease (L201-A).
Note: The Simplified Lease Proposal Data form (SF 1364A-1) contains proprie-
tary information that is not discoverable under FOIA and does not become a part
of the lease.

Agency participation and adherence to the project schedule are critical to the
success of this model. In addition:

= The concept of “One and Done” is an integral part of this process as a
lease should be able to be awarded after receipt of initial offers.

= The agency and GSA must work together to establish a full requirements
development package, including the Needs Assessment Questionnaire
and the Space Program Template.

= Market Survey: At the project orientation with the client, establish who
will be attending the Market Survey from the agency. The Agency repre-
sentative must have the authority to approve or reject the buildings that
are viewed on the survey. Offeror or building representative with the
technical knowledge to answer questions regarding Fire life safety, build-
ing systems and building operations must be present at the time of the
survey. The Market Survey should result in a list of buildings which meet
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GSA's basic requirements and are approved by the LCO for solicitation
(RLP). A RLP will be sent to each offeror that has been determined to be
acceptable to the Government.

=TI pricing is part of the initial lease proposal. This model establishes pre-
award bidding parameters that incorporate Tl pricing into the initial lease
proposal and assumes that no post award changes are made to the pro-
gram of requirements. Any post award TI that will increase the awarded
firm fixed pricing will be addressed post occupancy by RWA utilizing the
Changes clause. Offerors are instructed in the RLP that a lease may be
awarded without discussions at the discretion of the LCO.

= The LCO does not need to add additional clauses or paragraphs to pro-
vide protections suitable to the level of investment. The “Changes” clause
is added to allow for post occupancy Tl paid by RWA if agency identifies
new requirements after initial bidding with the understanding that addi-
tional requirements will change the firm fixed price negotiated in the
lease.

» The “risk adverse” language in the General Clauses such as the Fire and
Casualty, Sublet and Assignment and Termination for Default has been
revised for this lease model to mitigate risk to Lessors that previously re-
sulted in higher rental rates.

= The Supplemental Lease Agreement will no longer be used and has been
replaced with a Lease Amendment. It is being developed and will be
available on the Office of Real Estate Acquisition’s InSite portal at:
http://pbsportal.pbs.gsa.gov:7777/portal/page? pageid=80,110335& dad
=portal& schema=PORTAL (Portal) and incorporated into the Leasing
Desk Guide. A signature will no longer be required on the Lease Amend-
ment, however, the Offeror/Lessor must initial at the bottom of the 1364A
to acknowledge receipt and acceptance of the terms of the Lease
Amendment,

= SF2 data is incorporated into the lease. The SF 3626 Short Form Lease
is now replaced by the SF 1364A and 1364A1 which capture all of the
pricing components required to evaluate, negotiate, and award the Lease.

Process

1. LCO acknowledges receipt of a full and complete Requirements Devel-
opment Package. History has shown that receiving less than fully devel-
oped requirements, ambiguities and unknowns have been reflected in
higher prices from offerors. If the Requirements Development package
is incomplete, is up to the LCO to not accept it, but help the agency get it
to the stage of full acceptance. This marks the “start” of the project.

2. Complete the Procurement Summary page and FedBizOpps ad based on
the requirements provided by the tenant agency. The templates will be
available in eLease Version 4.0, but are currently available on the Portal.


http://pbsportal.pbs.gsa.gov:7777/portal/page?_pageid=80,110335&_dad=portal&_schema=PORTAL
http://pbsportal.pbs.gsa.gov:7777/portal/page?_pageid=80,110335&_dad=portal&_schema=PORTAL

3. Attach the Procurement Summary page to the front of the Request for
Lease Proposal (RLP) that will go out to potential Offerors and using the
FedBizOpps template, place the advertisement.

4. Up to three minor DID changes that do not affect requirements package
specifications are permitted.

5. Scoring and Determination of Operating Lease Criteria. If the Government
seeks to enter into a lease through the use of the simplified lease acquisi-
tion threshold, the contracting officer must confirm operating lease status
for the proposed action. To confirm operating lease status, lease must sa-
tisfy the following criteria: Ownership of the asset remains 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 lease term does not exceed 75 per-
cent 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 should not be
constructed on Government land; there should be no provision of Gov-
ernment financing and no explicit Government guarantee of third party fi-
nancing; and Risk of ownership of the asset should remain with the lessor
unless the Government was at fault for such losses. If all the above crite-
ria are met, the 90 percent scoring calculation is not needed to confirm
operating lease status and the Lease Contracting Officer shall complete
and sign a copy of the Determination of Operating Lease Classifica-
tion for Simplified Lease Acquisition Memorandum, and include a
copy in the lease file. No further action with regard to lease classification
for budget scorekeeping purposes is required.

6. Send a draft OA to the agency after the market data and rates have been
gathered to provide a preliminary budget to the customer. Incorporate
‘Rules of Engagement” Ad Hoc clause has been prepared to incorpo-
rate into the OA to put agencies on written notice of expectations and re-
sponsibilities, including timely DID review, a maximum of 3 DID versions,
and that post award changes that affect price or schedule will be handled
post occupancy by RWA.

7. The Acquisition Plan is required to be developed prior to the Market Sur-
vey Phase of the lease acquisition process. Acquisition plans are required
for all procurements regardless of dollar thresholds. Leases under the
simplified lease model must have a written acquisition plan approved at
the level of a warranted Lease Contracting Officer; no approval will be re-
quired from the Competition Advocate.

8. When utilizing this model and the Simplified Lease Acquisition Proce-
dures under GSAR 570.2 a formal OTFO is not required. The Lease
Contracting Officer will document the file by memorandum to explain lack
of competition. No approvals beyond the LCO are required.
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9. The Government may notify the Lessor of the early termination of the
Lease by giving at least 90 days written notice to the Lessor. However,
the right to elect early termination expires 90 days after said anniversary.

10. The Lease may be renewed at the option of the Government for a speci-
fied term at the rental rate established and accepted on the 1364A, pro-
vided that a notice is given to the Lessor at least 60 days prior to the end
of the original lease term.

Negotiations and Award

See RLP Section IV, Method of Award

A. Selection for Award
B. Present Value Analysis
C. Award Without Discussions

INCLUDE b. ONLY IF YOU WILL BE CONSIDERING MOVE COSTS IN THE EVALUATION OF PRICE.

Implementation Components
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