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BUDOCKS INSTRUCTION llOll.S8C
From:
To:

Chief, Bureau of Yards and Docks
Distribution List

SubJ: Leaslnof non-excess Federal Real PropertyUnder
Jurlsdibtlon.of the Department of the Navy

Ref: SECNAV INSTRUCT 0N n0n.18A of NovemberlO U.S.C. 2667
Encl: Agricultural Lease, NavDocks Form 25956-59)Grazing Lease, NavDocks Form 2596(6-59)General Purpose Lease, Part I, NavDocks Form 2597(6-59)General Purpose Lease,Part II, General Provisions,NavDocks Form e597A(6-59)
i. PURPOSE. This Instruction prescribes the.operating procedureso be followed in implementation of reference (a), establishingPOlicies and procedures to govern the leasing of certain Federalreal property.der the control of the Department of the Nav, andredelegaes certain of the authority delegated by reference (a)
2. CANCELLATIONS. Reference (a)" superseded SECNAV INSTRUCTIONllOll.lU of i "August 1956 and cancelled the provisions of NavyProperty Redisributlon and Disposal Regulation No. 2 applicableto the outleasing of any real property under the control of theDepartment of the Navy, except industrial reserve property.
3. SCOPE. .This Instruction applies to the granting, admlnlstra-$ionanterminatlon of any lease of real propertyunder.te.control...’of the Department of the Navy authorized by reference (b), exceptleases of industrial reserve property.

4. EFINITIONS. (as used in this Instruction).
(a). "Real Property" means any rlgh, title or Intees inland, and/or any buildings, fixed improvements, utilities or otherpermanent additions to land, and shall also include any Itemof"personal’property located in or on such real property which is .’ther (i) an integral and necessary part thereof, o.(li) essentialthe. use or Productive capacity thereof,

(b). "Lease". means anyagreementby which the Navy rants the.rightf possesslonanduse of any real property Under its JuIs- .dictlon..and contr61 to any individual or organization..for.a speci-.1ed:peiod o time and fo a speci1ed consideration.
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(c). "District Public Works Officer,’ means any Distrio$
Public Works Officer, any Area Public WQrks Officer, the
Director of the Pacific Division, Bureau of Yards and Docks,the Director of the Atlantic Division, Bureau of Yards andDocks, and the Officer in Charge of Construction, Bureau ofYards and Docks Contracts, Marianas.

5. REDELEGATION OF AUTHORITY. There is hereby redelegatedto the District Pui’:Jk-’fflcer all of the authority togrant, administer and terminate leases of real property fallingwithin the scope of this Instruction delegated to the Chief ofthe Bureau of Yards and Docks by reference (a); Provided, thain the granting of any new lease all of the following conditionsshall be satisfied:

(a) The property shall have been approved for retentionby the Assistant Secretary of the Navy (Material),
(b) The property shall not have been determined to beexcess to the needs of the Management Bureau.
(c) The property Shall have been determined not’to be

required for public use in accordance with the provlsions-of
paragraph 6 hereof,

(d) All approvals of the proposed leasing required byparagraph 7 hereof shall.have been obtaineR.

(e) The property has been advertised for leasing on asealed bid basis, unless the Chief., Deputy Chief, or anAssistant Chief of the Bureau of Yards and Docks shall havedetermined either that only one lessee is available, or thatleasing to i selected lessee is in the best interest of theGovernment, in which instance a lease may be negotiated.

(f) For property advertised for leasing, the proposedlease is with the highest responsible bidder, and under anegotiated lease the consideration is not less than the
appraised fair market rental of the property; Provided,"ii !.i.. owever, that prior to entrance into any lease hereunder,it us be foundthat a substantial benefit will acCrue:tothe Government therefrom,, in the form of reduced maintenancecosts, and/or cash rental, and/or improved, property management.

In any lease entered into hereunder on either an adver-.tlsed or.negotiated basis, the amount of consideration payableas cash rent may be reduced from the total consideration e..,..". . tabllshed by thehigh bid or by negotiation by:

of obll
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conform without deviation to those specified in enclosure ((3) .or (4) hereto, as shall be appropriate; except as to the
provisions governlng:

(i.) Use and Term, which shall be determined on the
basis of advertisement or negotiation in accor-
ance with subparagraph 5(e) above;

(ll) The amounts and types of consideration, which
shall be determined on the basis set forth in
subparagraph 5(f) above;

(Ill) The amounts and types of insuranbe required,
which shall be determined on the basis set
forth in paragraph 9 hereof; and

(iv) The .amount and type ofany security for per-
formance required, wh h shall be determined
on the basis set forth in paragraph l0 hereof;

Provided; however, that in agricultural leases of property Io-cared outside the ContlnentalUnited States and the Commonwealthof Puerto Rico, Article 9A(1) maybe deleted from enclosure (1).in accordance with the provisions of paragraph 13 of this -...
Instruction; Provide; .rther, the District Public Works
Officer may impose such lease Conditions, in addition to those
specified, as he shall consider necessary to protect the interests’of the Government, so long as the additional condition’s effectno reduction of the Government’s rights Or lessee’s obligation
established or imposed by the specified conditions.

(h) The term of the proposed lease, including all rightof renewal, does not exceed five (-5) years.

(1)" Total consideration for the proposed lease in’the .
form of cash rent and/or fixed maintenance obligation assumeby the lessee does not exceed $25,000.OO.per annum.
6. CIRCULARIZATION OF AVAILABILITY FOR PUBLIC USR. Prior to





proposed to be leased to such of the following as may, inopinion, have some use therefor: (i) other activities ofDepartment of-the Navy; (2) theother military departments;. and (3) the local regional office of the Genal Serice

All circularlzatlou considered to be necessary or appro-prlate shall be effected concurrently. In all such circular.-izatlon the activities contacted shall be advised that it will.be presumed no requirement for the use of the property exists. unless.a request for such use is received within 30 days.
If such clrcularlzatlon shall reflect another Federalz requirement for the use of the property, the request for suchuse shallbe processed in accordance with applicable instructions.. 7. APPROVALS.

(a). Prior to the granting of any ease under the auth-oity redelegated by paragraph 5 hereof, the District PublicWOrks Officer shall obtain the approval of the head of theactlvlty’of which, the premises proposed to be leased form art, and of either the District Commandant or the local repesentatlve of the Marine Corps, as shall be appropriate, asto the military features of the proposed lease. Such approvalsshall contain a determination that the proposed use under leaseWill not render the property unsuitable for its planned futuremilitary use; will not interfere with the current or planneduse of adjacent property; and will not represent a hazardthe property being outleased.

(b). In connection with any lease nvolvlng the diversionof storage and/or, warehousing, space to any other use, the DisgrlctPublic Works Officer-shall,. prior to the entrance into same,obtain, in addition to the approvals required in subparagraph(a), above, such additional approvals.as are required by para-graph 28025, Volume II, BUSANDA Manual.

(a). Upon the satisfaction of all of the conditionsspecified in paragraph 5 herebf, the District Public WorksOfficer shall exercise the authority redelegated thereby togran$ any proposed lease.
(b). Wh6never the approval specified in subparagraph. 5(a)has not yet been obtained, or the deermlnatlon required by sub....P.agraph 5(e)has not yet been. made, or any .devlatien from. the,,.5,. .......- ... -.,,,. ,..

;.., .[.- -;

(
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his recommendation and full. Justification therefor, to theBureau.. On-receipt of such leasing proposaland supportingdocumentation, the Bureau will take such .continuing actonasmay be necessary, and will advise the District Public Works.
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insurance requirements of paragraph 9 hereof is desired, theDistrict Public Works Officer will forward a .request thereforto the Bureau, together with such information as may beacon,sidered necessary in support thereof. The Bureau will takethe necessary continuing action on such request and advisetheIstrict Public Works Officer of the result. On reoelpt, ofadvice th the requisite approval or determination, has.beenmade the istrlct Public Works Officer sball loceedto, exe,clse. the authority redelegated by paragraph 5 hereof togramtthe proposed lease..

In connection with any request for’the determiatlon re-qulred as a condition of the negotiation of a lease’bub.paragraph. 5(e) above, the supporting informatlonfurnlshedshall include the following:

(1) Dscrlption of te property.

(2) Identification of the proposed lessee.
(3) Basis for determination requested.

(4) Estimated alue of the property.
(5.) Estimated rental value of.the property.
(6) Proposed term of lease.
(7) Proposed use under lease.

(c). In the event any proposed leasing shallInvolveany deviation from the terms and-conditions specified in an. "closure (I), (2), (3),or .(4) hereto, whichever shall be appropriate.for the use in question; or a term, including all rights of re-newal, in excess of five (5) years; or a total consideration,in cash rent. and/or fixed maintenance obligation assumed bylessee, in exces of 825,000.00 per annum, the District PublioWorks Officer, shall forward the leasing proposal, together wlt

Officer of the action taken by the Bureau.
9. .SURANCE.

(a). Except as the Dis.trlct Public WorksOfficer.shallcnslder that special.circumstances necessitate the require.mentof such coverage,
.<. rsne, shall be
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required in any Agricultural or Grazing Lease, (Enclosure (i)
or Enclosure (2)). However, in each such lease the lessee

shall be required to assume that risk of loss of or damage
to Government property specified in Article 9L of enclosure
(1) or Article 9I of enclosure (2), together with the lla-
bility to third persons specified in Article 9M or 9J, of
enclosures (1) and (2), respectively. The District Public ....
Works Officer shall impose such requirements for specific
insurance coverage on any improvements on premises so lease
as .he considers appropriate, by incorporation of a special
provision in the lease in accordance with Article lO thereof.
Such provision shall limit lessee’s liability for loss or
damage resulting from any risk expressly required to be In-
.sured to the amount of. insurancerequired or the amount
actually procured and maintained, whichever shall be greater,
unless such loss or damage resuXts from willful misconduct,.
back Of good faith, or failure to exercise due diligence
by lessee or parties charged by him with supervision or dlrec,

tion of the leased property.

(b). In all leases of improved real property for any
purpose other than agricultural or grazing use, the lessee
shall be required to assume all risk of loss of or damage thereto.
Lessee’s liability for loss o.r damage expressly required to be

.insured against under the lease, however, shall be limited to
She amount of insurance so. required or the amount of insurance

actually procured and maintained, whichever shall be the greater
Provided; however, that maintenance of the required insurance.

" hall not effect any reduction of the lessee’s liability with
" respecS to any loss or damage resulting from willful miscondUct,
-, lack of good faith, or failure to exercise due diligence by the

lessee or parties charged by the lessee with the supervision or.
, direction of the leased property.

(c). In all leases of improved real property for any
purpose other than agricultural or grazing use, and i.such
of these as he’shal-I impose insurance requirements in the manner

.,. speclfie above, the District Public Works Officer shall specify
the types and minimum amounts of insurance coverage requiredto..
protect the Governmen property against all hazards customarily
insured against in the locality for the type of property in-
volved. Such types of coverage may include, but shall not be

.-. limited to: (i) firean extended coverage; (il) boiler insurance;
(ill) crane insurance, against perils of overturn,, upset, de-
railmeut and collision, in addition to fire and extended cover--
age; iv) pier.and wharf insurance, agalust collision, collapse,
"and flood, in addltlon-to fire and extended coverage. The
minimum amount of coverage requirements for each ofthe various
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types of coverage specified above shall be not less than theactual cash value of the property. In the absence of unusualcircumstances, such value will be computed as the differencebetween the current-replacement value of the property andnormal depreciation thereon to the effective date of thelease.

Where a lease is made of property constituting less thanan entire building and the lessee is willing to assue allrisk of loss to the property, if the District Public WorksOfficer shall determine that lessee is financially capableof assuming such risk and he otherwise considers such waiver
appropriate, the District Public Works Officer may waive therequirement of specific insurance coverage on the potlon ofbuilding leased.

In connection with any lease involving special aviation,marine or other risks not treated above, the Distric PublicWorks Officer shall refer the question of coverage require.merits to the Bureau for resolution.

(d). Under any lease of real property, improved or
unimproved, for any purpose other than agricultural or grazinguse, the lessee shall ’be required to provide insurance protec-.ring both lessee and the Government from liability t any third.party for damage to property, bodily injury or death, in suchspecific minimum amounts as the District Public Work,s Officershall determine to be sufficient to adequately protect-the
interests of the Government Under all the circumstances in-volved. In no event, however, shall the amount of such bodilyinjury or death llab111ty be less than $50,000 per person/$i00,000 per accident, or the amount of such propery damageliability be less than 50,000 per accident.

(e), Each policy of. lnsurance required under .amy leaseshall satlsf the following requirements:

(i It shall be issued by an insurance company
which is licensed to operate in the state
where the property is located and which,
in the opinlon.of the District Public Works
Officer, based on the best informatlo
available to him, is of sufficient size
amdflnancial stability to assume the
risk involved. Any questlonwhlch may
rise as to the.acceptability of any
surer’or propose insurer shall be re-
fee to the Bureau for resolution.

?
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(li)

(Ill)

Civ)

I.t shall, name both the lessee and the UnitedStates of America (Department of the Navy) asthe insured.

It shall Contain a provision for thirty (30)days written notice to the Local Government
Representative designated in the lease prior-to the making of any material change in orthe cancellation of the policy.

All fire, extended coverage and allied formsof insurance on Government property shall oon-rain a 19ss payable clause reading as follows:
’,Loss, if any, under this policy shall
be adjusted with (name of lessee) and
the proceeds, at the election of the
Government, shall be payable to (name
of lessee); any proceeds not paid to(nameof lessee) shall be payable to
the Treasurer of the United States of
America:"

(f), Under circumstances ’here the lessee shall so re-quest and the District Public Works Officer shall determine.- that the lessee is financially capable of assuming the burdenof risk which might result from operation of a co-insuranceclause and attendant reduction in the amount of proceeds pay-able under the policy in the event of loss to an amount lessthan the amount of insurance coverage spcclfically required.... in the lease, the District Public Works Officer may consentto the use of a co-lnsurance clause-, in any policy of fire,extended coverage, or allied forms of insurance on Government’ property so required. Such consent shall be subject to thecondition that any reduction in the amount of insurance pay-able under the policy from the operation of such clause shallbe at the sole risk of lessee arid shal not relieve lessee of.its liability to the Government in the full amount of insurancerequired. Such consent shall be expressed in writing .speclfylnthat it shall be of no..foroe.and effect until the deliv.ery to’,’": the Ditrlct Public Works ’Officer of the written acceptance of

ble for the administration, of insurance requirements establishedherein. This responsibility includes, but is not limited to,...,: he review and approval of Insurance polidles or certlflcaesI:://.". of insurance furnlsheaby the lessee pursuant to the terms of:. ... . ..... a lease. ..Insurance’ policies or certificates of insurance wl:;:.. ;be etalned.. the, Works Officer. .:,,, :.. :..: _+/-:





BUREAU OF YARDS AND DOCKS. BUDOCKS INST 11011..38
8. July 1959

i0. SECURITY FOR PERFORMANCE. Unless he shall determine that

the financial postlon and reputation of the lessee is such that
a performance bond or security offers no greater assurance of

performance than the lease instrument itself, the District Public

Works Officer shall, in every lease in which the principal con-"

slderation moving to the Government shall be other than cash

rent," payable in advance, require lessee to furnish security for

such performance in the form of a satisfactory performance bond

or a deposit of collateral security in cash or negotiableGovern-
ment bonds.

Since it is presumed that in most Agricultural and Grazing

leases the pincipal consideration will be cash rent, payable

in advance, no provisionfor Performance Bond or Security has

been made in enclosure (1) or enclosure (2). Enclosure (3),
however, contains a provision for Performance Bond or Security

and the amounts determined to be required shall be inserted

terein, If none is required, theword "none" shall be inserted

therein.-

Where a significant-part of the consideration for an Agrl-

culturalor Grazing Lease consists of the assumption’by lessee

of a.maintenance obligation in a fixed dollar amount .or the per-:
formance of specific maintenance 6bligations, provision for

which is incorporated by Article l0 thereof, a provision for

Performance Bond or Security:similar to that in enclosure (3)
should be similarlyincorporatgd in enclosure (1).or. enolosure
(2) by Article I0 thereof.

Standard. Form 25 ,,PERFORMANCE BOND-,’prescribed by General

Services Administration Regulation No. 5 should be used if possi..

ble, but forms issued by any corporation authorized by the Score- ’tary of the Treasury to act as surety are acceptable if they con-
tain substantially the same provisions. Care should be taken to
assure that the performance bond .furnished is. clearly identified ..
’with the lease secured hereby.

". The original of any performance bond should e forwarded to

the Surety Bonds Branch,. Division of Depositsand Investments,
Treasury’Department, Washington 25, D..C., wltha’requt for

verification that the corporate surety is duly. quallfied to
execute same and that evidence Of the authority of the officers

or agents signing on its.behalf are there on file, together i
with a-request that, upon such verification, the bond be forwarded.
to the Chief-of Navy Audit ranch, Defense Accounting and.

Auditing Division, GeneralAccountlngffloe, 1901EasiThlrteenth
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vertised, scaled bid basis, the District Public Works officer
shall effect advertising by means of a Notice of Availability

and Invitation to Bid. He shall give the Notice and Invita-

tion such circularization and publication as he shall consider

appropriate under the circumstances, but shall not resort to
the use of paid advertising unless specific approval thereof
is first obtained from the Bureau.

Promptly upon the issuance thereof two (2) copies of each

Notice of Availability and Invitation to Bid shall be trans-

mitted to the Bureau, and there shall be attached to each copy
a statement of the estimated value of the property in question
and of the estimated rental value thereof.

12. INSPECTION REPORT. At the time of the entrance into any

General Purpose Lease, Qr any Agricultural or Grazing Lease in-

volving improvem:ants on leased property, a Joint inspection shall

be made by duly authorized representatives of the District Publlo

Works Officer and the Lessee of: (a) all property leased under

the former, and (b) all improvements leased under the latter.

A Condition Report setting forth the ondition of (a) or (b),
as may be appropriate, as determined from such inspection, shall

be prepared and signed by the inspecting parties.

Enclosure (3) contains provisions specifically incorporating
such Condition Report into the lease (Article 1 of Part I), and

imposing on lessee an obligation to restore the property to the

condition reflected therein (Article I of Part II). No such
provisions are included in enclosures (1) and (2). However,
when such leases involve improvements on the leased property,
a special provision reflecting the incorporation of the Condition

Report into the lease and imposing a similar restoration obliga-

tion on the lessee should be incorporated therein by Article

i0 thereof.

At the time of the expiration or termination of any lease
the District Public Works Officer shall effect a flna inspection

of the leased premises and a report thereon, the comparisonof
which with the initial report shall serve as the basis for the
measure ofLessees restoration obligations under the. lease.

3 AGRICULTUAL LEASE PROHIBITION OF PRICE-SUPPORTE CROP
IN SURPLUS SUPPLY.:-In implementation ofthe’g4neral policy

5-f ’the-Burau toprohlbltagricultural lessees from’use of thler
leaseholInterests fe participation in any subsldyprogram
-of the FederaZGovenment , there has been Incorporate In. Article

,,:-.9,A of enolosue (11 hereto em.,express pvohibiion,of such pavlo-
lpalon.
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i- Subparagraph:l of Article 9A of enclosure (1) specifically"prohlblts use of leased property for cultivation of price-sup_."’’ " ported crops which at. the time of the_planting thereof have been,i "- determined by the Secretary of -grlculture to be in surplussupply. The Dlstrlct Public Works Officers have been furnishedwith lists of such crops, and will be furnished with revisions./ of and changes in’such lists as they arerecelved from time totime from Department of Agriculture.

Subparagraph 1 of Article 9A of enclosure (I), however,IIII is intended to be applicable only in leases of property locatedin the Continental United States and the Commonwealth of PuertoRico. Accordingly, it may be deleted from agricultural leases-- of property located outside the Continental United Statesand"-.-" the Commonwealth of Puerto Rico, by an approprlate special pro-vslon incorporated in enclosure (1) by Artlcle-10 thereof.
Any other exception from.the prohibitlon’must be approvedin advance by the Assistant Secretary of the Navy (Material) andAssistant Secretary of Defense (Properties and Installations..All requests for such approval shall be forwarded to the Bureau, ’supported by full justification and the following lformation
(1) The crop(si proposed to be cultivated.

(ill)

.The acreage proposed to be devoted to suchcultivation.

The total acreage leased or proposed to beleased.

(iv) The term of the existing or proposed lease.
Justification for any requested approval of exceptions fromthe prohibition shall include, but need not be limited to, de.",terminations by the Dlstrict Public Works Officer as tothe follow.Ing items:

(1) Actual or estimated value of direct benefitsto the Government resulting from the lease,the services rendered, improvements to bemade, etq.

(il) Theeffect of such leasing on price-supportedprograms of the Department of Agriculture.
(Ill)’ Hardship factors, if any, to current or pro-specie lessees, or. the, community as a whole. "
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.:... ’develop local data and information to be used in Justifying
.exceptions .to the.policY outlined in this paragraph 13.
14, DISTRIBUTION. Executed leases, amendments thereto andNotic- of l’er--ratlon of leases is,ued by the Government ora lessee will be distributed as follows:

Original To General Accounting Office
1901 East Thirteenth Street
Cleveland 14, Ohio

To LesseeSigned Copy

Signed. Copy

Conformed Copy

Conformed COpy

ConformedCopy

ConformedCopy

To District Public Works Officer

To .nagement Bureau

To Navy Regional Accounts Office,
Washington, D. C., except when
outside CON.S (se NAVCOMPT Manual,
Paragraph 043132)

To Activity

To Bureau of Yards and Docks

."[- 15 FOES. An initial distribution of enclosures (i) through(4) w/-e made direct to action addressees, approximately 31July 1959. Continuing supplies may be obtained from Forms andPublications Supply Points as cognizance I material aproximately30 September 1959.
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