
Is The Party Over? 
  
Are there changes in the wind at the Department of Veterans Affairs moving forward on new Solicitations For Offers 
(SFO)? In the most recent hearing with Congress (December) the VA was called to testify in hearings regarding the 
“scoring” of their long-term leases.  One of the  purposes of these hearings was to determine if the VA should continue to 
categorize long-term leases (20 Year Firm Term) as Capital  Leases or as Operational Leases.  
  
According to the (OMB) Office of Management and Budget for the Federal government the VA has been incorrectly 
categorizing long-term leases as Capital Leases when in fact they should have been categorizing them as Operating 
Leases. The accounting status of these leases could change how the VA can proceed with new projects and leases moving 
forward. The results of that hearing have trickled down to the SFO level and contractors on the verge of SFO Award 
approval were notified that the leases would be changed to reflect multiple options for shorter firm term deals with 
termination provisions.  

What’s the result?  A number of developers have walked away from the VA arena refusing to do the shorter-term deals 
which ultimately will result in higher construction costs and higher lease rates for these transactions making them more 
of challenge to finance and ultimately sell.  If you are a developer of VA assets and are invited to attend or provide 
feedback, we encourage you to become involved and help the VA understand the impact of these changes on the 
developer’s ability to deliver the desired facility.   

“The best minds are not in government. If any were, business would steal them away.” Ronald Reagan 
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Current Sales Comps 
 

Agency State Firm Term CAP Rate 

CBOC OR 20 YR 6.25% 

   SSA   CA 10 YR 7.5% 

DEA AZ 10 YR 7.5% 

  

Attention Developers of GSA and VA Properties: 
  If you need debt, equity or will consider a forward purchase for pending GSA/VA awards, 

please contact us to discuss the options we could offer you. 
 

 

TIM STRANGE, CCIM, SIOR 
tstrange@ngkf.com 
(O) 405.605.6628 
(C) 405.413.8467 
(F) 405.602.2654  

   
 

MARK PHILLIPS, CCIM, SIOR 
mphillips@ngkf.com 
(O) 480.837.6028 
(F) 866.458.8582 

   

www.ngkfok.com 

 

 

http://levy.reapplications.com/asp/filecabinet/Trans/013276/VA_Changes_To_Lease_Terms_4-14.pdf
http://www.costar.com/News/Article/With-Ongoing-Efficiency-Drive-Some-Wonder-if-GSA-Now-Stands-for-Getting-Smaller-Administration-/159843
http://flyers.ngkf.com/NewMarkContent/Items/40759/1Q14CMR.pdf
http://www.ngkfok.com/

