REAL ESTATE ASSET MANAGEMENT








1. APPLICABILITY





This document provides general guidance in administrative and general asset management areas.  This document is intended to provide guidance only.





2.  BACKGROUND





There are certain real estate related asset management principles that are imposed on all agencies and/or have been adopted by the FAA.  This asset management guidance section will generally contain information that relates to more than one type of procurement (i.e., land and space or space and utilities, etc.)





3. GUIDELINES





4.  ELECTRONIC FUND TRANSFER





The Government is to make all payments through the use of EFT (P.L. 104-134).





( General


The requirement for Electronic Fund Transfer (EFT) applies to all Federal payments for real property and utility transactions.  This requirement takes effect immediately.  





However, if the contractor (vendor) certifies in writing to the real estate contracting officer that the contractor does not have an account with a financial institution or an authorized payment agent, payment may be made by other than EFT (most commonly by check).  If the contractor does not have a method for EFT the section “Payee/Company Information” on the Vendor/Miscellaneous Payment Information Form must still be completed.  The FAA will use the TIN (or SSN) information for purposes of collecting and reporting on any delinquent amounts arising out of such person’s relationship with the Government.  As written, the EFT clause requires that only the successful offeror complete the form.  This requires the RECO to request the completed form immediately prior to award.  In areas with sufficient competition the RECO may elect to make EFT an award factor.  The completed form should be filed with the appropriate accounting office and a copy retained with the contract file for the life of the contract and included in the close-out file. 





The real estate clause “Electronic Funds Transfer Payment” has been written to provide for the most common EFT, which is through an Automated Clearing House (ACH).  However, the Federal Reserve Wire Transfer System (often referred to as Fed Wire) can also be used, at the Government’s option.  If the Federal Reserve Wire Transfer System is used, slightly different information will be required from the contractor.  The information needed for the Fed Wire System is:





1.  The contract number to which this notice applies.


2.  The contractor’s name and remittance address, as stated in the contract and account number at the contractor’s financial agent.


3.  The signature, title, and telephone number of the contractor official authorized to provide this information.


4.  Name, address, telegraphic abbreviation, and the 9-digit Routing Transit Number for the contractor’s financial agent.





( Change of EFT information by the contractor.  


If the EFT information changes after submission of correct EFT information, the Government will begin using the changed EFT information no later than the 30th day after its receipt.  However, the contractor may request that no further payments be made until the changed EFT information is implemented by the payment office.  The contractor is required to designate a single financial agent capable of receiving and processing the electronic funds transfer using the EFT method.





( Liability for uncompleted or erroneous transfers. 


(1) If an uncompleted or erroneous transfer occurs because the Government failed to use the contractor-provided EFT information in the correct manner, the Government remains responsible for (i) making a correct payment, (ii) paying any prompt payment penalty that may be due, and (iii) recovering any erroneously directed funds.





(2) If an uncompleted or erroneous transfer occurs because contractor-provided EFT information was incorrect at the time of Government release of the EFT payment transaction instruction to the Federal Reserve System and: (i) If the funds are no longer under the control of the payment office, the Government is deemed to have made payment and the contractor is responsible for recovery of any erroneously directed funds; or (ii) If the funds remain under the control of the payment office, the Government retains the right to either make payment by mail or suspend the payment in accordance with the clause titled “Electronic Funds Transfer Payment”.  





( EFT and prompt payment (If a prompt payment clause has been used).


(1) A payment shall be deemed to have been made in a timely manner in accordance with the standard clause “Interest For Late Payment” if, in the EFT payment transaction instruction given to the Federal Reserve System, the date specified for settlement of the payment is on or before the prompt payment due date, provided the specified payment date is a valid date under the rules of the Federal Reserve System.





(2) When payment cannot be made by EFT because of incorrect EFT information provided by the contractor, no interest penalty is due after the date of the uncompleted or erroneous payment transaction, until correct information is provided.  The Government is required to provide notice of the defective EFT because of incorrect EFT information provided by the contractor.  This notice to the contractor should be provided within approximately 7 days.  Failure to issue this notice to the contractor in a timely manner may be considered withholding of payment arbitrarily by the Government.





( EFT and assignment of claims.  


If the contractor assigns the proceeds of this contract as provided for in the clause “Assignment of Claims”, the assignee shall provide the assignee’s EFT information required by the clause “Electronic Funds Transfer Payment”.  In all respects, the requirements of this clause shall apply to the assignee as if it were the contractor.  EFT information, which shows the ultimate recipient of the transfer to be other than the contractor, without a proper assignment of claims acceptable to the Government, is not acceptable.





( Temporary suspension of payments.  


If the contractor does not wish to receive payment by EFT methods for one or more payments, the contractor may be directed to submit a direct request to the designated payment office to refrain from requiring EFT information or using the EFT payment method.  The decision to grant the request is solely that of the Government.





( Change of EFT information by the financial agent.  


The contractor has agreed that the contractor’s financial agent may notify the Government of a change to the routing transit number, contractor account number, or account type.  The Government will use the changed data to effect a EFT change in a timely manner.  The agent’s notice of changed EFT data is considered notification of incorrect EFT information and no further payments should be made until the changed EFT information is implemented by the payment office.








5.  CAPITALIZATION





Capitalization is not to be confused with accountability.  In general, capitalization is the method of treating an asset as it relates to an agreed upon set of accounting principals.  Accountability is keeping track or being aware of assets or items determined important because of their use, value, or significance.  Capitalization and accountability of assets will overlap but should not be considered synonymous.    





The threshold policy for capitalization of assets, other than land, is $25,000 and a useful life of at least two years.  Land purchases will be capitalized at any cost.  Land only leases, that do not provide a bargain purchase option and do not result in FAA ownership during the term of the lease, are not capitalized.





The FAA is required to capitalize certain improvements in both owned and leased space (See FAA Order 2700.31, Chapter 8).  Also, the FAA is required to make a determination as to whether leases (including real property leases) are capital or operating leases and insure they are reflected correctly in the appropriate database.  Documentation relating to capital improvements and determinations of capital versus operating leases is to be retained in the appropriate lease file.  Documentation, as a minimum, should consist of the form “Evaluation of Real Property Lease to determine Accounting Treatment”.  Specific information and guidance relating to capitalization and capital leases is contained in FAA Order 2700.31.  Any conflicts in capitalization guidance will use FAA Order 2700.31 as the final authority.








Typically, the determination of whether a lease will be a capital lease is accomplished well in advance of site acquisition because of the possible budget score-keeping (OMB Circular A-11) that may be required.  Consultation with the regional accounting organization regarding OMB Circular A-11 requirements should be done prior to any commitment on the part of the FAA. (See FAA Order 2700.31)





Fair Market Value For Capitalization - In determining if a lease is a capital lease you are required to establish a fair value or fair market value (FMV) for the area under lease.  The Department of Transportation, with concurrence from FAA, has established a hierarchy valuation policy for assets (including real property) that lack supporting FMV documentation (FAA Order 2700.31, Chap 8). The hierarchy is as follows:





Actual/historical cost or latest acquisition cost


“Accepted” cost valuation (unsupported value recorded in agency systems)


Estimated cost - in using estimated cost, an industry/FAA accepted method of estimating cost should be used; i.e., appraisal, market survey, cost to replace (Means, Marshal and Swift, etc.), etc. 





Estimated Useful Life For Capitalization:





In determining whether a lease is operating or a capital lease you will need to know the estimated useful life of a particular asset.  The FAA has made a determination for the following types of assets:





40 yrs. Offices and Warehouse buildings (including commercial, governmental, air traffic control towers and enroute air traffic control centers) and residential properties.


20 yrs. Mobile Homes


15 yrs. Other Structures (i.e., Roads, Sidewalks, Parking Lots, etc.)


10 yrs. Capital improvements, Facility Modifications, Leasehold Improvements (or expiration of lease, whichever comes first).





When a lease is considered capital because FAA will during or at the end of the lease term take title to the property or the lease contains a bargain purchase option, the asset is amortized over the estimated useful life of the asset, not the lease term.





When a lease is considered capital because the 75 percent of the estimated useful life or 90 percent of fair value criteria is met, the asset is amortized over the term of the lease.





Leasehold improvements are amortized over:





The remaining term of the lease OR


The useful life of the asset (the improvement), which ever is less.





All capital leases and capitalized improvements will need to be reported to your local accounting organization.
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