Department of Veterans Affairs 	Circular 00-90-22 


Washington, DC 20420 	August 16, 1990


INTERIM POLICIES AND PROCEDURES IN THE ACQUISITION


AND


ADMINISTRATION OF LEASES


1. PURPOSE


This circular replaces Circular 00-87-18, dated May 12, 1987, by establishing policies for acquiring and administering leasing interests. It establishes lease approval and contracting authorities and provides procedures to be used by Central Office and related field activities in carrying out leasing policies.  This circular will be used as guidelines until MP-3, Part II, Chapter 3, “Acquisition of Real Property by Lease and by Assignment from Other Agencies," is revised in FY 1991. Upon issuance of that revision, this circular will be automatically rescinded.


2. BACKGROUND


a. Authority.  The Secretary is given authority to acquire, by lease, any medical facility, including the site for a medical facility, under Section 5003 of Title 38, U.S.C. (United States Code), subject to provisions contained in Section 5004 of Title 38, U.S.C.  General authority to lease clinical space, is contained in the FPMR (Federal Property Management Regulation) 101-18.104-1hl(h)(2), subject to limitations contained in FPMR 101-18.105. Specific authority to lease outpatient clinics, centers for alcohol treatment, mental hygiene and drug dependency treatment centers, as well as otherspecial purpose medical space, including space used for VA hospitals and related purposes, has been delegated to the Secretary by the 	Administrator  f f GSA (General Services Administration). This delegation differs from the authority indicated in the U.S.C. and FPMRof GSA (General Services Administration).  This delegation differs from the authority indicated in the U.S.C. and FPMR only in duration of the lease term and authorizes leasing of space for specified purposes for no more than a 20-year term.  Authority to lease space which is not medically-related may be delegated to the VA on a case-by-case basis by the GSA Administrator.


b. VA Implementation. MP-3, Part II, Chapter 3; VHS&RA (Veterans Health Services and Research Administration) Supplement to MP-3; and the VA Acquisition of Leasehold Interests in Real Property Handbook set forth requirements and provide guidance for the acquisition of leased space.


3. GSA SPACE ASSIGNMENTS


Certain types of-non-medically related space; e.g., warehouse, office, automatic data processing or parking, may only be obtained through assignment by GSA unless a specific delegation of authority is
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obtained When space is to be obtained by GSA assignment, requests must be submitted through pertinent organizational officials for approval as indicated in paragraph 4b.





4. APPROVAL AUTHORITIES FOR NEW AND EXISTING SPACE


a. All leasing proposals must receive prior Central Office approval. New acquisitions, includinq succeeding leases, extensions and-expansions of existing leasehold interests will not be undertaken by Contracting Officers at field facilities without written authority from the Director, Project and Property Management Staff (084B). VHS&RA proposals must be directed to Project and Property Management Staff through Regional Directors (13_/084B). Leasing proposals for 5,000 square feet* or less and parking spaces of 100 or less must be received at least 8 months prior to the need. Leasing proposals in excess of 5,000 square feet or 100 parking spaces must be submitted at least 24 months before the need.


b. Lease Request Approvals


	APPROVING	CONCURRING


	OFFICIALS	OFFICIAL'S	AMOUNT REQUESTED


	Deputy Asst.	Chief	1-10,000 sq. ft. and


	Secretary for	Medical Dir.	1-100 parking spaces


	Facilities (08) or	(10)**


	designee (084B)


	


Assistant	10**, Asst.	10,001-20,000 sq. ft.


	Secretary for	Sec. for	and 101 -200 parking


	Acquisition &	Finance &	spaces


	Facilities (005)	Planning (004)





	Secretary (00)	10**, 004 &	20,001 sq. ft. and


		005	above and 201 and above


			parking spaces _


5. CONTRACTING AUTHORITIES





a. Facility Contracting Officer. Upon receipt of required approval of leasing actions from the Director, Project and Property Management Staff (084B), Contracting Officers at VHS&RA field





* Throughout this circular, the term "square feet" refers to "net usable square feet,”  as defined in the Acquisition of Leasehold Interest in Real Property Handbook.


** Appropriate organizational head when GSA space assignment is anticipated
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facilities have authority to negotiate, execute and administer leases from 1-5,000 square feet and 1-100 parking spaces. This authority, except for parking and warehouse space, is limited to negotiation of an initial term of 5 years and renewal options not to exceed 5 additional years for a combined total not to exceed 10 years. See paragraph 8 below for limitations on parking and warehouse terms.


b. Director, Project and Property Management Staff. For all other leases covered by this circular, the Director, Project and Property Management Staff (084B) or designee will be the contracting officer. Leasing authority for space in excess of 5,000 square feet and for parking spaces in excess of 100 may be delegated to the Contracting Officer at a VA medical center or independent outpatient clinic by Director, Project and Property Management Staff (084B) on a case-by-case basis.


c. Regulations and Guidance. The Contracting Officer must comply with MP-3; VHS&RA Supplement to MP-3, Chapter 5; FAR (Federal Acquisition Regulation); GSAR (General Services Acquisition Requlation), 48 C.F.R., Part 570, “Acquisition of Leasehold Interests in Real Property;" VAAR (Veterans Affairs Acquisition Regulation); Acquisition of Leasehold Interest in Real Property Handbook, lease acquisition policies and procedures developed by Deputy Assistant Secretary for Facilities and Deputy Assistant Secretary, Office of Acquisition and Materiel Management.


6. REQUIRED LEASE REVIEWS PRIOR TO AWARD


a. Following receipt of VA Central Office approval of leasing requests, copies of all proposed lease agreements negotiated by field facilities, along with supporting appraisals and price negotiation memoranda must be submitted for Central Office technical review and approval:


	CONCURRING --	AMOUNT OF


	OFFICIALS	SPACE 





	Director, Project and	1-5,000 sq. ft. and 1-100 parking


	Property Management Staff	spaces***


(084B); District Counsel (02)


	


084B, Dep. Asst. Sec. for	5,001 sq. ft. and above; 101 parking


Budget (041G), Dir. Acq. Mgmt. 	spaces and above.


Service (93D), and Asst.


General Counsel (025)














*** The Assistant Secretary for Finance and Planning must review and concur when parking garage costs exceed $100,000 per annum.
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b In conjunction with VA Central Office (VACO) reviews of leasing actions in excess of 5,000 square feet, the Director, Project and Property Management Staff (084B) will furnish the price negotiation memorandum and an updated leasing cost estimate to the Assistant Secretary for Finance and Planning containing the following: (1) total rent (including building services); (2) activation costs; (3) special purpose alterations (lump-sum payment) costs; (4) number of personnel; and (5) total costs of ancillary services, equipment and all other items.


c. All leases which are in excess of 20,000 square feet or $1 million over the term of the lease must be reviewed by GSA prior to award. Leases requiring GSA review will be accomplished by VACO, Director, Project and Property Management Staff (084B) and will not be delegated to Contracting Officers at field facilities.


7. EXERCISING OPTIONS TO RENEW EXISTING LEASES


a. When an existing lease has a renewal option for one year or less, the lease may be renewed without Central Office approval. However, the Contracting Officer should inform Director, Project and Property Management Staff (084B) of any exercise of a renewal option. Moreover, Central Office must be informed if the renewal option is not exercised. Before exercising a renewal option, the provisions of GSAR, 48 C.F.R. 570.501, "Renewal Options," as amended March 29, 1990, must be complied with.


 


b. For all existing leases with a renewal option for more than one year, a request to exercise the option must be submitted to the Director, Project and Property Management Staff (084B). The request must be submitted at least 6 months prior to the date the lessor is to be notified in accordance with lease provisions. Approval to exercise such options will be given by the Deputy Assistant Secretary for Facilities with concurrence of pertinent Administration heads.


8. WAREHOUSE AND PARKING LEASES 


a. Warehouse and parking leases must be written on a yearly basis and are subject to availability of appropriations. The long-term authority (5 years and renewal options not to exceed 5 additional years) cannot be used for such leases. These leases must be negotiated for an initial term of 1 year with annual renewal options not to exceed 4 additional years, for a combined total not to exceed 5 years, including the initial term and all renewals. Prior to initiating a request for parking, contact the Director, Project and Property Management Staff (084B) for specific instructions on how to proceed.
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9. FUNDING .


a. Estimates of Leasing Costs. The medical center will develop and submit an estimate with all requests to lease space or parkinq space. The Director, Project and Property Management Staff (084B) will review and verify estimates for all leases 10,001 square feet and above or 101 parking spaces and above. This estimate will include: (1) total rent (including building services); (2) activation costs; (3) special purpose alterations (lump-sum payment) costs; (4) number of personnel; and (5) total costs of ancillary services, equipment and all other items. This information will be attached to the request for authority to lease space. A copy of the estimate will be provided to the Office of Assistant Secretary for Finance and Planning. Activation requirements will be developed and entered into the San Francisco Database in accordance with VHS&RA Circular 10-90-002.


b. Building Services. As a matter of policy, all leases should require that the lessor provide basic building service requirements for all mechanical and electrical systems, as well as minor repairs and maintenance. Other services essential to building operations, such as utilities, janitorial services, trash removal, infectious or hazardous waste removal, pest-control, lawn care and security may be provided by the landlord (lessor), as part of the rental consideration, or by the tenant(VA), in which case separate funding would be required. The responsibilities of all parties to the agreement should be explicit in the lease. When VA is responsible for providing services, the procurement is the responsibility of the contracting officer at the servicing field facility, and the payment for those services is the responsibility of the fiscal officer at that facility.


c. Requests for Leasing and Ancillary Service Funds. Prior to lease award, requests for leasing funds must be submitted to Director, Project and Property Management Staff (084B). These requests for leasing funds should be submitted with the proposed lease agreement. See paragraph 6. In addition to rent, the Director, Project and Property Management Staff (084B) will provide funding for building services and utility costs where such costs are not borne by the lessor as a condition of the lease. These costs include, but are not limited to, rent, custodial services, utilities, alterations, improvements, repairs, and security. Funding will be provided after the lease and required contracts for services have been negotiated. Awards of leases or service contracts will not be made until receipt of Transfer Disbursement Authority from VA Central Office to cover the lease or service contract. All leases covered by this circular will be funded from Medical Care Appropriations, Construction Impact Funds, the Parking Revolving Fund and/or General Operating Expense Funds. Separate request for funds associated with services and utilities should be submitted annually prior to October 1, based on the cost estimate for the ensuing fiscal year.
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d. Requests for Equipment Funds Medical care appropriations will be used for equipment associated with negotiated leases for outpatient, alcohol, mental hygiene, drug and other special purpose medical space and medically related support space. VA medical centers will itemize all VA purchased, VA installed (VV); VA purchased, contractor installed (VC); and Construction funded (VAMC procured with construction funds (CF)) equipment requirements utilizing the H-08-5 Equipment Guide List (plus approved exceptions). Itemized equipment will be submitted to Field Region Offices with the request for authority to lease space. These lists may include controlled items which are approved through the VA Form 10-1348 process. Activation estimates entered into the activation database will be the sum of the estimated cost for the itemized equipment ((VV) and (VC)). CF equipment is entered for informational purposes.


10. LEASE ALTERATIONS


a. The servicing facility contracting officer is delegated authority to administer all lease agreements negotiated by the servicing facility. Administration authority for leases negotiated by Director, Project and Property Management Staff (084B) may be transferred to the servicing facility by written delegation. It is generally the policy of the VA to have the lessor perform alterations and modifications. Only if the lessor's cost estimate appears to be unreasonable, should the contracting officer attempt such modifications and alterations by separate contract. Alterations, improvements, and repairs to leased'space must be judiciously monitored. 


b. CICA (Competition in Contracting Act) of 1984. The requirements of CICA are applicable only when alterations to the leased premises are outside the general scope of the lease contract as�executed. Although the Government generally has a contractual right to alter the space leased, most alterations are acquired through a modification to the lease because they fall within the general scope of the lease and it is in the government's interest to acguire the alterations from the lessor. As the need for alterations arise during the term of the lease contract; the Contracting Officer must examine each project and make a determination as to whether the alterations fall within the general scope of the lease and may be acquired through a modification to the lease. The primary test is whether the work should be regarded as fairly and reasonably an inseparable part of the lease requirement as originally contracted. If the alterations are outside the general scope of the lease, the Contracting Officer must make a decision to acquire the alterations through a separate construction contract, as prescribed at GSAR 570.603; through a Supplemental Lease Agreement; or through performance of the work by Federal employees. When modifications are outside the general scope of the lease contract, the justification and approval requirements in FAR Subpart 6.3 and GSAR 570.602-1 must be complied with before
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negotiating directly with the lessor for any alteration project exceeding $25,000. Before negotiating directly with the lessor for any alteration project of $25,000 or less, which is outside the general scope of the lease, the Contracting Officer shall document, in writing, the reasons for the absence of competition. When the procurement is outside of the general scope of the lease, the publicizing requirements of FAR Part 5 also apply.


		


c. Central Office Approval Procedures for Alterations, Improvements, and Repairs.


(1) Written authority from the Director, Project and Property Management Staff (084B) must be obtained to improve leased facilities when:


(a) VA Central Office funding is requested; or


(b) Total project costs exceed $10,000


(2) Modifications involving less than $10,000 which are funded by the medical center do not require prior approval. However, documentation of the nature of the project and total costs incurred must be reported to the Director, Project and Property Management Staff (084B) within 30 days of execution of contract modification or contract. Proposed permanent alterations affecting leased space should be approved in writing by the lessor to the extent that a waiver of restoration and right to recovery of capital investments is obtained in writing.


(3) The review and concurrence of the General Counsel (025) and the Office of Acquisition and Materiel Management(93D) are required for contract administration actions as stated in VAAR 801.602. 


11. SUCCEEDING LEASES, SUPERSEDING LEASES, LEASE EXTENSIONS AND LEASE


EXPANSIONS


a. Succeeding Leases.


(1) A succeeding lease is a new lease designed to allow VA to continue to occupy leased property after the original lease has expired. Succeeding leases for the continued occupancy of space in a building may be entered into when a cost-benefit analysis has been conducted and the results indicate that an award to an offeror other than the present lessor would result in substantial relocation and duplication costs to VA that are not expected to be recovered through competition.
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(2) The Contracting Officer must comply with the procedures provided at GSAR 570.502. These include:


.


(a) public advertising if the space exceeds 10,000 square feet,


(b) a market survey, and


(c) a competition determination as provided in subparagraph (3) below.


(3) Depending on the results of the cost benefit analysis, the Contracting Officer shall either:


(a) Prepare a justification for approval in accordance with FAR Subpart 6.3 and GSAR Subpart 506.3 to support entering into a succeeding lease with the present lessor, or


(b) Develop a formal SFO and negotiate with all interested parties in accordance with GSAR Subpart 570.2 and 570.3.


b. Superseding Leases. 


(1) A superseding.lease is one which replaces a prior lease before it expires and contains new terms and conditions.


 


(2) Consideration should be given to the execution of a superseding lease that would replace the existing lease when the proposed changes or modifications to the lease are so numerous or detailed as to cause complications, or would substantially change the present lease. A formal justification and approval determination, as specified in FAR Subpart 6.3 and GSAR Subpart 506.3, must be prepared before negotiating a superseding lease if the amount of the lease for the firm term exceeds $25,000. When the cost is $25,000 or less, the Contracting Officer must prepare an informal justification for inclusion in the file. _


c. Lease-Extensions.


(1) The Contracting Officer may negotiate a Supplemental Lease Agreement to extend a lease on a short-term basis (usually not to exceed one year), provided that the requirements of GSAR 570.505 are complied with. This includes compliance with the justification and approval requirements of FAR Subpart 6.3 and GSAR 506.3 before negotiating a Supplemental Lease Agreement exceeding $25,000 to extend the term of the lease. For extensions of $25,000 or less, the Contracting Officer must prepare the justification for inclusion in the file.
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(2) This authority may be used to extend the term of a lease in situations such as the following:


(a) When the VA is scheduled to move into other Federally�controlled space but unexpected delays are encountered in preparing the new space for occupancy.


(b) When unexpected delays which are outside of the VA's control (e.g., protests) are encountered in acquiring replacement space.


(c) When various agencies occupying leased space are being consolidated and it is necessary to extend the terms of a lease to establish a common expiration date.


d. Lease Expansions.


(1) Requests to expand leased property shall comply with GSAR 570.503. When the expansion space needed is within the general scope of the lease, the space may be acquired through a Supplemental Lease Agreement (modification).


(2) When the needed expansion space is outside the general scope of the lease, the Contracting Officer must determine whether it is more prudent to provide the expansion space by Supplemental Lease Agreement to the existing lease or to satisfy the requirement through relocation. A market survey must be conducted in accordance with GSAR 570.503(b) to determine whether it is in the best interests of the Government to relocate.


(3) If no suitable alternative location is available and the cost of the space exceeds $25,000, a justification may be prepared for approval in accordance with FAR Subpart 6.3 and GSAR Subpart 506.3 in order to negotiate a Supplemental Lease Agreement to provide expansion space, provided the original lease term is not extended. When the cost is $25,000 or less, the Contracting Officer must prepare the justification for inclusion in the file.


12. DEVIATION FROM VAAR


A deviation from VAAR 816.102(b) is provided by this paragraph. Contracting officers will be allowed to make economic price adjustments when required in leases without obtaining the approval of the Deputy Assistant Secretary, O£fice of Acquisition and Materiel Management (90). Funds for these types of lease adjustments must be obtained as cited in paragraph 9 of this circular.
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13 LEASE AGREEMENTS


One copy of all existing lease agreements that have not previously been forwarded to VACO must be sent to the Director, Project and Property Management Staff (084B) within 30 days of the receipt of this circular. Documentation of future leasing actions will be submitted to (084B) within 30 days of execution.


14. VA CENTRAL OFFICE ASSISTANCE


The following offices are available to offer assistance: Project and Property Management Staff (084B), FTS 373-5361 or -5362; Acquisition Management Service 193D), FTS 373-4340; and General Counsel (025A), FTS 373-5191.


15. RESCISSION


This circular is rescinded May 30, l991,or upon publication of the revision of MP-3, Part II, Chapter 3, "Acquisition of Real Property by Lease and by Assignment from Other Agencies."


		


		Signed 


		EDWARD J. DERWINSKI 


		Secretary


		AUG 16, 1990 


	Distribution: RPC 6001
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