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INTRODUCTION

By John Lynch

These profiles in privatization and facility cost reduc-
tion were prompted by the interest of so many commu-
nities across the country in strengthening defense mis-
sions and military bases affecting their communities. At
the same time, the lack of budgetary resources during
the late 1980s and 1990s compelled many federal agen-
cies — including the Department of Defense (DOD) and
the military departments — to look to their real estate
and facilities for the first time as possible revenue-gen-
erating assets to help meet agency mission needs.

More recently, there have been several new legisla-
tive initiatives for enhanced-use leases and efficient
facility initiatives. But at the same time, there have been
few practical guides available to communities on how
to structure their new privatization or cost-cutting
proposals.

For this reason, this revision to the initial August
2002 NAIDinfoseries publication will allow 27 commu-
nity and business practitioners to describe in their own
words the practical public entrepreneurial steps they
have taken to:

e Provide municipal services to nearby federal activi-
ties at substantial cost savings to the federal agencies;

e Use the inherent value in “unused” federal real estate
to attract new private sector investment that also
helps sustain long-term military or federal agency
missions;

e Allow for the least-cost, joint use of common utility
systems, airfields, and other public facilities to serve
both the community and the federal activities;

e Provide affordable housing and mortgage assistance
to military families on the same basis as other resi-
dent local families; and

e Strengthen and sustain nearby military and federal
activities as important regional economic assets for
the community.

Below is an overview of each chapter, grouped into
six general parts.

Part I: Municipal Services at Federal
Facilities

In Chapter 1, Fred Meurer describes the initiatives by
the cities of Monterey and Seaside, Calif., supported by
special legislation, to provide the full range of munici-
pal and public works services to the Defense Language
Institute at the Presidio of Monterey — with a resulting
41 percent savings in annual operations and mainte-
nance costs to the Army. The two cities also are pro-
viding a similar range of municipal services to the near-
by Naval Postgraduate School at Monterey.

The location of the 24th Infantry Division
(Mechanized) at Fort Stewart, near Hinesville and
Liberty County, during the mid-1970s imposed a heavy
infrastructure and affordable housing burden on this
rural southeast Georgia community. Mayor Tom
Ratcliffe and Billy Edwards have summarized in
Chapter 2 the “Community of One” planning efforts by
the fort and the city. This joint planning effort includes
a $25 million joint sewer treatment facility, joint fire
assistance, a2 new $11 million distance advanced learn-
ing center in cooperation with the state, joint civilian
use of Wright Army Airfield, a utility deposit clearing-
house for military families, and joint use library and
museum facilities.

In Chapter 3, Dr. John Deegan and Cathy Williams
describe the initiative by the Bellevue (Neb.) Public
School District to construct and operate a new joint $8.3
million welcome center and activity center serving mili-
tary families at Offutt Air Force Base near Omaha. In
addition to introducing new students to the Bellevue
school system, the activity center provides a full range
of athletic and family services such as basketball, vol-
leyball, soccer, batting cages, a swimming pool, jog-
ging/walking track, an area for large banquets and pub-

Jobn Lynch is with the Spectrum Group. He can be reached at jelynch@aol.com.
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lic meetings, as well as employment counseling servic-
es for spouses.

One of the most successful community-base partner-
ships over the past two decades has involved Enid,
Okla., and Vance Air Force Base. Michael Cooper has
summarized in Chapter 4 Enid’s efforts to reserve
affordable housing for military personnel, donate addi-
tional buffer land adjoining the base entrance, provide
educational scholarships for military personnel, approve
a new $27.6 million education bond issue for strength-
ening the on-base and area schools, and strengthen the
community’s land use-environmental safeguards on
behalf of Vance AFB.

The most serious threat facing Belle Chasse Naval
Air Station/Joint Reserve Base has been the lack of suit-
able local primary education for the children of its
assigned military personnel. To address this urgent
need, the state of Louisiana and Plaquemines Parish
were able to secure special state authorizing legislation
in 2000 for the creation of the Belle Chasse Academy.
Jane Fitzgerald Dye, the school’s principal, describes in
Chapter 5 the emergence of this new charter school with
860 students and its award-winning academic perform-
ance, all acheived within two years.

Part ll: Real Estate & Facilities — Early
Precedent Projects

In Chapter 6, Dan Cosgrove traces the early DOD
privatization initiatives, beginning in 1984 and 1985, to
provide affordable housing at Fort Ord in Monterey,
Calif., and across the country, by extending the existing
DOD real estate leasing authority in 10 USC 2667. This
long-term leasing approach for non-excess DOD land
was then adopted for a new Massachusetts Institute of
Technology/Lincoln Laboratories modernization facility
on behalf of the Air Force and subsequently, and even
more extensively, by the U.S. Department of Veterans
Affairs (VA).

Jacqueline Rogers then describes, in greater depth in
Chapter 7, the successful Bronson Park affordable hous-
ing project that helped respond to the housing crisis at
Fort Ord.

David Woodbury analyzes the modernization and
expansion program at MIT/Lincoln Labs in Chapter 8.
This project encompassed the construction of a 490,000-
square-foot research facility, a 900-car parking garage,
and the requisite site preparation and utilities to serve
the new research facility. The project was based on a
long-term 10 USC 2667 facility leaseback from MIT, and
the value of the non-excess real estate at Hanscom AFB
outside Boston.
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The most extensive federal government application
of enhanced-use leasing is being conducted by the VA,
summarized by Tony Kushnir and Michael Simmons in
Chapter 9. The VA enhanced-use leasing authority per-
mits the agency to approve real estate leases for up to
75 years as well as VA “minor construction” contribu-
tions of up to $4 million into any individual privatization
project. The leased property may be developed for
non-VA and/or VA uses. In return for the lease, the
department obtains “fair consideration” in the form of
revenue, facilities, space, services, money or other con-
sideration.

The remarkable privatization-in-place at the Newark
AFB Metrology & Calibration Center in Heath, Ohio, is
described by four directly affected community and Air
Force authors in Chapter 10. The Licking County Port
Authority has taken title to the center, and the success-
ful private sector Bionetics Corp. bidder for the Air
Force workload has preserved the 940 technical jobs at
the center. A recent Port Authority investment in addi-
tional property has turned the 69-acre facility into a 350-
acre business campus with six top DOD and aerospace
contractors and $200 million in local economic benefits.

In Chapter 11, Michael Sargent reflects on the eight
years of privatization experience at the former Naval Air
Warfare Center (NAWC) in Indianapolis. The center was
a candidate for closure in the 1995 BRAC, but the city
offered instead to privatize the facility, thereby avoid-
ing turbulence to the existing Navy avionics workload.
The NAWC effort is an example of how privatization can
produce needed cost savings for DOD, while still retain-
ing a valuable employment base in the local economy.

The National Park Service’s (NPS) historic preserva-
tion program for Fort Hancock at Sandy Hook, N.J., near
the entrance to New York Harbor, is described by
Jacqueline Rogers in Chapter 12. The reinvestment
package — financed in part by the Historic Preservation
Tax Credit — is expected to exceed $65 million, making
it the largest NPS historic leasing project to date.

Part lll: Real Estate & Facilities — Recent
Development Initiatives

In Chapter 13, Mark Frye summarizes the coopera-
tive efforts of the city of San Antonio and the Air Force
to build public-public and public-private partnerships as
an important step toward reducing facility and operating
costs at Brooks AFB. Special federal legislation was
approved in the FY 2000 and 2001 National Defense
Authorization acts for what became known as the
Brooks City-Base. The city — as the property landlord
— will be allowed to manage, lease and sell real prop-
erty at Brooks AFB. The net proceeds from the Brooks
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Introduction

real estate transaction will benefit the Air Force in terms
of reduced operating costs and new facilities on base,
valued jointly at about $64.2 million.

In a creative economic development initiative for the
rural Ozark region, Fort Leonard Wood has leased 62
acres to the University of Missouri at Rolla for 33 years,
with an option to extend the lease another 33 years. As
discussed by Ron Selfors in Chapter 14, a one-story,
multi-tenant building with 18,000 square feet of office,
laboratory and classroom space has been built, aimed at
technology-based companies that will do business with
the Army schools and laboratories at the fort. The uni-
versity plans to develop more than 100,000 square feet
for multi-tenant leases, and lease portions of the land for
tenant development of another 300,000 square feet in
structures. As the industrial park builds out, the income
stream to the Army from the ground lease would sup-
port most, if not all, of the cost for the Army to lease a
new industrial operations facility within the park.

Chapter 15, compiled by Kurt Haglund, describes
the Army Reserve’s initiative to develop the Camp Parks
Reserve training area — a sprawling 2,300-acre training
installation situated in the hill country east of Oakland,
Calif. The 188-acre southern portion of the base is
largely undeveloped, and extends into the heart of the
city of Dublin. This parcel adjoins major Class A office
buildings and retail establishments, as well as a mixed-
use transit center development. The Army is working
with the city to plan, zone and market the property for
development. The Army will apply the proceeds from
disposition to provide needed Army Reserve facilities
and improvements. The city will benefit from the new
tax base, but will not be involved in the Army’s chain of
environmental liability.

Tom Chandler and David Knisely have summarized
in Chapter 16 the innovative use of the DOD leasing
authority to restore the Old Brooke Army Medical
Center as an historic treasure and a privatized econom-
ic asset for both the Army and the city of San Antonio.
The new 450,000-square-foot Offices at Fort Sam pro-
vides Class A space to private sector tenants and the
Army Medical Information Systems & Services Agency.

Alan King describes in Chapter 17 the privatization
of two major facilities at the Walter Reed Army Medical
Center, the pre-eminent federal medical center for
worldwide referral care, clinical education and clinical
research. The historic Building 40 has long been includ-
ed in the National Register-eligible district, but the older
structure was very expensive for the Army to maintain.
In January 2004, the Army signed a 50-year lease with
its competitively selected master developer, in exchange
for the value of the leased assets ($20 million of in-kind
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services and $75 million in Army cost avoidance); the
developer invested $62 million to restore the structure
to commercial standards.

The Army’s 1995 cancellation of its Engineer Proving
Ground privatization project is described in Chapter 18
as a lost financial opportunity for the Army. This 800-
acre strategically located property in suburban Fairfax
County, Va., would have generated upwards of $200
million for the Army over 20-25 years. The Army can-
celled the project about six weeks before the county
was scheduled to consider the Army’s zoning request.
The county has since resisted the Army’s $200 million
sales offer as though the county had actually zoned the
project property. Fairfax County resisted becoming
involved in the Army’s chain of environmental liability
for the land. This chapter offers two cautions in work-
ing with the military departments on privatization pro-
posals: First, does the military really understand how
real estate values are created in a market economy, suf-
ficiently for the military to remain a committed long-
term development partner. Second, the community
should exercise restraint in entering into any uncertain
chain of environmental liability for military property
outside the BRAC process without exercising full due
diligence.

Dan Cosgrove describes in Chapter 19 three differ-
ing privatization perspectives — the government, the
developer and the financier. The federal government is
seeking to convert unused or underutilized property
from being fiscal burdens into cash generating assets.
Motivated by profit, most developers seek to create proj-
ects that will provide economic returns while limiting
risk and liability. “Time is money for developers,” and
rising interest rates can turn a potentially successful
project into a disaster. The financier provides the need-
ed funds for the project, and seeks to ensure that the
money loaned will be paid back, hopefully with interest
and then profit. All three parties must find a common
way to accommodate their interests in order to get the
privatization project from concept to completion.

Part IV: Joint Airfield Use

The city of Sierra Vista, Ariz., as discussed by Mayor
Thomas Hessler and former City Councilman Arthur
“Casey” Jones in Chapter 20, has been using 23 acres at
Fort Huachuca’s Libby Army Airfield to support its joint
use regional airfield since 1982. In 1989, the Army and
Federal Aviation Administration (FAA) agreed to transfer
another 43 acres supporting the airfield. In light of the
fort’s tight operating budget, the city also took the lead
in securing funding through FAA and state grants to
make safety and capacity improvements valued at about
$6.4 million. The most recent partnering effort that the

Profiles in Privatization & Facility Cost Reduction
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city and Army have undertaken is the transfer of
approximately 203 acres via a public benefit con-
veyance. The city and Army are working together to
complete the land transfer that will allow the city to
develop an air park/aerospace center to generate rev-
enue and create jobs that will support aviation-related
industries.

In Chapter 21, the country’s newest joint use airfield
operation at Gray Army Airfield in Killeen, Texas, is ana-
lyzed by Don Christian. By 1997, the existing 5,500-foot
municipal airport runway had become inadequate,
requiring construction of a longer runway in order to
maintain regional airline service. Fort Hood’s Gray
Airfield — with its 10,000-foot runway — provided a
logical solution.

Part V: Utility Services

In Chapter 22, Carol Atkinson describes the cooper-
ative efforts of Bay County, Fla., and the Air Force to
develop a regional advanced wastewater treatment
(AWT) plant, valued at $20.8 million, on an available 40-
acre site at Tyndall AFB. The county was able to satis-
fy its future regional growth requirements while
addressing Tyndall’s need for upgraded sewer capacity.
Tyndall AFB was able to use vacant land to generate
approximately $20,000 in revenue annually through its
lease to Bay County. The base also was able to close
its treatment plant and become a customer of a more
modern AWT facility.

As a municipal utility in Jacksonville, Fla., JEA pro-
vides the lowest possible preferential utility rates to the
three Navy and Marine Corps bases in its service area.
As described by Judi Revels in Chapter 23, JEA also per-
forms energy conservation audits of the Navy facilities,
with a total of $3 million in conservation improvements
made at NAS Jacksonville and NS Mayport. JEA com-
pleted its new water system connection to NAS
Jacksonville in October 2002, a project that will save the
Navy about $830,000 compared to running its existing
well system. A second bulk water sharing agreement
under way will save the Navy another $300,000 a year.
JEA and the Navy are engaged in a major initiative to
improve and upgrade the Navy depot at NAS
Jacksonville.

Following the 1995 BRAC realignment at the Red
River Army Depot, the Army and the Red River
Redevelopment Authority (RRRA) began negotiations
for the authority to take over the utility systems via an
economic development conveyance, and to bring the
utilities up to current industry standards. As summa-
rized in Chapter 24 by Rich Hall and Duane Lavery, the
utilities and some 765 acres of surplus BRAC facilities
also were transferred to the RRRA. Following three
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years of negotiations, the electric distribution system on
the depot was transferred to the authority, and then
immediately to a regional utility. Savings to the depot
amount to about 40 percent per year.

Part VI: Local-State Housing Initiatives

In response to the Air Force need to supplement the
492 units of military family housing at Peterson AFB, the
city of Colorado Springs has completed an 80-unit
affordable housing project on a city-owned parcel. As
described by Dick Sullivan in Chapter 25, the 80
Creekside at Nor'wood apartments were financed
entirely with local authority equity and local housing
bond resources.  Construction was completed in
October 2001, and the project was fully occupied almost
immediately. The methodology used by the Colorado
Springs Housing Authority to bring Creekside at
Nor'wood to the marketplace for enlisted military
households is one that can be duplicated anywhere
there is a willing public entity developer/owner.

In Chapter 26, Michele Watson has summarized the
creative efforts by the Virginia Housing Development
Authority (VHDA) to provide first-time homeownership
mortgages to military families, as well as other Virginia
residents. VHDA was responding first to the emergency
influx of 5,000-7,000 military personnel to the Norfolk
area by 2000. In cooperation with the supporting pri-
vate banking community in the state, VHDA was able to
approve first-time mortgage loans valued at about
$216.3 million to more than 2,200 Navy and Marine
Corps families in the state.

Finally, as a creative use of the federal property dis-
posal authority, Robert Wydra has summarized in
Chapter 27 the creative efforts by the Tri-City Port
Authority in Granite City, Ill., to preserve 152 units of
military family housing at the former Melvin Price
Support Center. A creative approach that included spe-
cial federal legislation saved the housing units, which
would have been lost to Defense use but now are man-
aged by a local agency. This process clearly has been
a mutual success for DOD and the community.

In the following 27 chapters, local communities,
states and federal agencies have shown that they can
perform as active public entrepreneur practitioners — in
marshalling public and private sector resources. Often,
these privatization initiatives were in response to crisis
— including declining agency resources or future threat-
ened mission realignments. Whatever the motivation, it
is important to realize that available federal real estate
and ongoing federal programs can be effectively lever-
aged to create economic value and opportunities for
strengthening and sustaining ongoing federal missions.

NAID infoseries
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Part I: Municipal Services at Federal Facilities

Chapter 1

CITY-BASED MUNICIPAL SERVICES FOR THE
PRESIDIO OF MONTEREY

By Fred Meurer

-
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Work crews from the city of Monterey maintain the
Presidio of Monterey.

Today’s government, business and community
organizations are changing at unprecedented rates.
Factors shaping much of this change include a focus on
core competencies and the emergence of new partner-
ships and collaborations.

A model for how the Department of Defense can
leverage these opportunities is underway in the greater
Monterey, California area. The Defense Language
Institute Foreign Language Center (DLIFLC), Presidio of

Monterey (POM) and the Naval Postgraduate School
(NPS) each are actively engaging nearby organizations
in new partnerships. These collaborations have proven
to help the installations more cost-effectively pursue
their missions. Some of these relationships take the
form of contracts for services, and others are real estate
leases where services are provided in lieu of rent pay-
ments.

DLIFLC, POM and NPS have discovered that these
local collaborations generally follow two principal
themes. Such partnerships provide substantial cost sav-
ings to DOD appropriated and non-appropriated funds.
In addition, these relationships generate another kind of
value that enhances the quality and operational effec-
tiveness of the military missions in Monterey. Many suc-
cessful initiatives are under way and a number of future
partnerships are being discussed. Several examples of
recent successes follow.

Base Operations Support

Within DOD, it is common for a service to contract
with a sister service or a foreign government for servic-
es. It also is typical for a local government to contract
with an adjacent city, special district or state agency for
service delivery.

Substantial barriers exist, however, to a service part-
nership between an installation and a nearby city.

These barriers include the Federal Acquisition
Regulations, United States Code prohibitions, and the
Office of Management & Budget Circular A-76 process.
In an effort to test a new paradigm, Congress adopted
in 1994 legislation establishing a demonstration project
for the purchase of fire, security, police, public works
and utility services from local government agencies in
Monterey County, Calif. This authority later was per-
manently authorized for installations in Monterey
County.

Fred Meurer is the city manager of Monterey, Calif. and also serves as the NAID/ADC vice president. He can be

reached at meurer@ci.monterey.ca.us.
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To facilitate the demonstration project, the cities of
Monterey and Seaside formed a joint powers agency
(JPA) to deliver municipal services to POM and Ord
Military Community. Services under contract include
maintenance of streets, buildings, water and stormwater
systems, and fencing. Contract pricing generally follows
a marginal cost model. By design, the JPA neither sub-
sidizes nor profits from the venture. Unlike private part-
nerships, city-based municipal services and military
installations share the same base of shareholders: the
taxpayers. By definition, tax-based services eliminate
the need to charge profit margins, which normally run
from 7-20 percent, making these types of municipal serv-
ices very attractive to military base commanders.

The Army Audit Agency (AAA) recently certified the
success of this initiative. For a similar and private-indus-
try scope of work over a one-year period, POM’s cost
for base operations services via its agreement with the
JPA was $3,681,000. The benchmark cost via an Inter-
Service Support Agreement with Naval Support Activity
Monterey Bay was $6,213,000 (adjusted for inflation).
This translates to a savings of $2,532,000, or 41 percent.

An earlier fire protection agreement (predating the
Title 10 prohibitions related to the use of appropriated
funds on contract public safety services) adds to the
Presidio’s savings. While POM’s annual cost to sustain
a stand-alone fire suppression operation is estimated at
$1.7 million, the installation pays $226,000 to the city of
Monterey for fire services. Taken together with the base
operations agreement, the Presidio has achieved a 49
percent saving over its traditional support costs.

The advantages of this approach are obvious.
Collaborations like this allow the military services and
municipalities to focus on their core competencies, to
the benefit of other tasks. The services can leverage
local government’s strong customer focus and track
record, as well as local government’s flexibility and
motivation to involve the private sector. It also creates
economies of scale, and otherwise enables a business-
like approach to installation management. Lastly, it pro-
vides for a far more efficient and effective application of
resources.

Local Assets Add Value

Faced with resource constraints, the DLIFLC and
POM recently closed their child development center
(CDO) located on the Presidio in favor of continued
operations of the CDC in its housing areas 8 miles away.
Upon hearing of this, the community stepped forward
with a proposal for the city of Monterey to lease the
CDC to manage the childcare operation. DLIFLC and
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POM continue to receive the same level of support that
they previously required, and the community is able to
leverage the badly needed childcare capacity.

The community also helps to prepare DLIFLC’s lan-
guage instructors. Approximately 90 percent of the fac-
ulty is native speakers who have immigrated to the
United States. Many faculty members are pursuing for-
eign language teaching as a second career and need for-
mal training in teaching and language acquisition. The
nearby Monterey Institute of International Studies (MIIS)
helps to satisfy this need with its master’s degree pro-
gram in foreign language teaching, one of several proj-
ects in which MIIS and the DLIFLC are partners.

DOD’s students in Monterey benefit as well. In
1994, an agreement was negotiated with nearby
Monterey Peninsula College (MPC), allowing DLIFLC
students to apply their academic accomplishments
toward the requirements for an MPC associate’s degree.

Shared Use Provides Park Land and
Preserves Historic and Natural
Resources

Soldier Field is a new 10-acre sports field complex
located at the Presidio. Its creation was the result of
compatible needs and a shared vision.

While the Army had land and a need for improved
athletic fields, it did not have the resources to construct
and maintain new facilities. The city of Monterey had a

m"””'w.ﬂwi
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Monterey transformed the soccer field at the Presidio of
Monterey into three baseball fields that can be used by
both the military and commumnity groups.

Profiles in Privatization & Facility Cost Reduction
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similar need for sports fields, as well as resources to
construct and operate them, but no land. During early
discussions, it was clear that the two stakeholders’
scheduling requirements for using sports fields were
largely complementary.

The result is a precedent-setting joint use agreement
that allowed the city to renovate these fields with new
grading, irrigation, sod, backstops, fencing and skinned
infields, and a running path. The city maintains and man-
ages scheduling for the fields, which are used for a vari-
ety of organized youth and adult sports. Force protection
requirements stemming from the events of Sept. 11, 2001,
have precluded public access to the fields, but activity is
currently under way to restore community access to the
facilities. They are used by the Army as a parade field
and for organized sports and physical training.

Another example is the Huckleberry Hill Nature
Preserve. In 1988, the city of Monterey leased 81 acres
of forested land from the Army. The city maintains and
operates this area as a nature preserve. As a result, the
Army has been able to ensure that a sensitive Monterey
Pine forest habitat receives the stewardship it deserves
at no cost to the Army. At the same time, the commu-
nity has access to a beautiful forested area with superb
vistas and trails connecting to the city’s Veteran’s
Memorial Park.

Lastly, the POM Historic Park is a decades-long
dream that came to fruition in 1996 when the Army and
city of Monterey signed a similar lease for the city to
operate 26 acres in the lower Presidio as a historic park.
This is some of the most historically significant ground
in all of California, and contains important meaning to
the Army, the Native American population and the com-
munity. The city improved the trail network and estab-
lished a self-guided tour, and continues to maintain the
area and operate the on-site museum.

Future Opportunities

A number of other initiatives are in the planning or
early execution stages. A regional institutional telecom-
munications network has been activated (saving the
local DOD organizations hundreds of thousands of dol-
lars each year), and discussions are under way regard-
ing collaboration on a variety of fitness and wellness
programs, privatization of military housing, and the cre-
ation of a performing arts facility. In addition, discus-
sions are under way between Monterey and the NPS
regarding the delivery of municipal services on the NPS
campus.
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Conclusion: Ensuring Success

The foundation for the successes described above is
a quality relationship of respect and cooperation
between the installation leadership and city leadership.
Each must understand the needs and limitations of the
other. Neither partner can move the risk or burden to
the other partner without consideration. Like a mar-
riage, the relationship will only grow if time and effort
are invested in making it happen.
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Chapter 2

HINESVILLE-FORT STEWART —
JOINT DETERMINATION OF PUBLIC SUPPORT

REQUIREMENTS

By Mayor Thomas J. Ratcliff Jr. & Billy Edwards

In 1975, the 24th Infantry Division (Mechanized)
was reactivated and assembled at Fort Stewart, Ga. Fort
Stewart, a 279,000-acre Army installation, was under
caretaker status at that time and had only a few military
and civilian workers there on a daily basis. The fort is
adjacent to Hinesville, Ga., the county seat for Liberty
County. It is situated midway between the ports of
Savannah and Brunswick along the Atlantic coast.
Today Fort Stewart/Hunter Army Airfield are home of
the 3rd Infantry Division (Mechanized), better known as
The Iron Fist of the 18th Airborne Corps.

In 1975, Hinesville and Liberty County were small
communities with populations of about 7,500 and
21,000, respectively. When the initial 10,000 soldiers
plus their families arrived following the reactivation,
neither the local communities nor Fort Stewart had the
infrastructure capacity to accommodate the accompany-
ing demands. The military and civilian leaders immedi-
ately began working together to build support mecha-
nisms necessary to accommodate the burgeoning popu-
lation. This attitude of cooperation and commitment to
work together to provide for the common good of the
military and civilian communities continues today, even
as new challenges arise.

Joint Wastewater Treatment Facility

Soon after the reactivation, numerous joint projects
were undertaken, including small road construction
projects. All the while, planning for larger, more com-
prehensive projects began. The most notable effort was
the accommodation of the military and civilian need for
additional wastewater treatment capacity. Although
numerous bureaucratic and regulatory hurdles had to
be overcome, military and local leaders decided it
would be most cost-effective to work collectively. The

cost of a regional facility meeting the needs of all was
significantly less expensive than the cost of separate
civilian and military facilities. The larger regional facil-
ity offered economies of scale that were expected to
provide lower operating cost per unit of treated waste-
water.

A memorandum of agreement was signed by the
appropriate military representatives and the mayors of
Hinesville and three smaller, adjacent cities to jointly
design and construct a regional wastewater treatment
facility that would satisfy the needs of the entire com-
munity for 25 years. Funding for the design and con-
struction of this $25 million project was shared between
the civilian and military partners based on the capacity
of the facility that was allocated to each. For various rea-
sons, it was determined that the best location for the
new facility was on the installation and the site was pro-
vided by a no-cost lease to the city of Hinesville.

The agreement called for the city of Hinesville to
own, operate and maintain the facility and for the city
of Hinesville to provide wastewater treatment services
to Fort Stewart at cost. The unit cost to Fort Stewart was
a pro-ration of the actual unit cost experienced by the
city of Hinesville.

Through time, operational adjustments have been
necessary and new technology has required additional
capital improvements from the city with appropriate
adjustment in unit cost pricing. This joint use agree-
ment has been in effect for two decades now and has
proven to be a very effective and efficient arrangement
for the entire community.

Representatives from Hinesville and Fort Stewart
have begun meeting to discuss measures that can be
taken to increase wastewater treatment capacity to meet
the future needs for both parties. The 3rd Division is

Thomas J. Ratcliffe Jr. is the mayor of Hinesville, Ga.; executive committee member of Georgia Military Affairs
Coordinating Committee; and practicing attorney with Ratcliffe & Smith P.C. in Hinesville, Ga. He can be reached

at RSRG2@clds.net.

Billy Edwards is the city manager of Hinesville, Ga. He can be reached at bedwards@cityofhinesville.org.
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the first Army division to undergo the service’s transfor-
mation to brigade combat teams, and as a result addi-
tional troops will be added to the installation. And due
to the growing civilian population, additional waste-
water treatment capacity approaching 4 million gallons
per day will be necessary. It will take a collaborative
effort to develop that additional capacity.

In addition to the cooperative arrangement for
wastewater treatment, numerous other opportunities for
partnering between the military and civilian communi-
ties have been developed and still others are being
explored. Other examples of ongoing cooperative
efforts include:

e Utility Clearinghouse. An agreement through
which service members that need to connect to util-
ities avoid paying a deposit and in turn agree to
process through the clearinghouse when they relo-
cate under permanent change of station (PCS)
orders. The command at Fort Stewart is supportive
of this arrangement and takes the appropriate steps
to assure military members adhere to the agreement.

e Fire Services Automatic Aid Agreement. Under
this arrangement the Hinesville and Fort Stewart fire
departments automatically respond when either is
dispatched to an emergency. Typically the depart-
ment that is providing the aid will respond directly
to the fire station of the department that is the pri-
mary responder.

Additional partnering opportunities that have been
discussed and that are at various stages of development
are:

e The Liberty Center. Most military installations pro-
vide post-secondary educational opportunities for
military members and dependents through colleges
and universities that are members of Servicemembers
Opportunity College Army Degree (SOCAD).
However at Fort Stewart, pursuant to a memorandum
of understanding, a consortium of three state col-
leges and universities offer courses and degree
opportunities to military members, their dependents
and civilians. This consortium is called the Liberty
Center. The University System of Georgia has invest-
ed more than $500,000 in distance learning and other
infrastructure.  Construction is under way on a
78,000-square-foot facility that will house the post-
secondary educational offerings. The facility is
scheduled to open in the fall of 2004.

e Wright Army Airfield Joint Use Airport and
Development Park. Fort Stewart has an airfield
with two 5,000-foot runways that are closed to heavy
lift aircraft (C-130s) as a result of funding shortfalls
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for maintenance and repair. The area around
Hinesville and Liberty County has been identified in
the state aviation plan as a prime location for a
regional airport. Early studies demonstrated that a
regional airport could be developed on Fort Stewart
using the existing aviation facility for approximately
$4.5 million, as opposed to the estimate of more than
$10 million to develop a bare bones regional facility
on a green field. The obvious answer was for the
civilian community to tap into local, state and feder-
al (non-DOD) funds to rehabilitate the infrastructure
at Wright Field in exchange for the joint use of the
airfield and the use of adjacent land. The land will
be used for civil aviation facilities and a development
park to be operated by the Liberty County
Development Authority. Lease payments received
from private sector tenants in the development park
will be used by the civilian community to offset its
commitment to fund future maintenance expenses
for the airfield. A lease granting the real estate to the
local partners has been signed and construction bids
are to be received in early summer of 2004.

e Fort Stewart Water and Sewer Systems
Privatization. The city of Hinesville has submitted
a proposal to the Army to privatize the water and
sewer systems at Fort Stewart. The city views the
proposal as a logical next step in the current arrange-
ment for providing the installation with wastewater
treatment services. The close proximity of the fort
and Hinesville water and sewer systems affords a
great opportunity for both to be operated and main-
tained by the same staff and mobile equipment.
Economies of scale are expected to create a lower
unit cost to both entities and ultimately a savings to
both.

Partnering opportunities that are being discussed but
which have not yet progressed to the planning stage
include:

¢ Joint Planning Effort. Military family housing units
at Fort Stewart have been privatized through the
Army Residential Communities Initiative (RCID
process. The cantonment area of Fort Stewart abuts
the city of Hinesville. To put that in perspective, the
headquarters building on Fort Stewart is within 1
mile of the county courthouse that is located in the
center of the Hinesville central business district. A
downtown redevelopment effort in Hinesville has
been initiated through which housing opportunities
will be created to augment the work on going at Fort
Stewart through RCI. Because of the closeness of the
cantonment area and the Hinesville downtown, it is
imperative that planning efforts for both initiatives be
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integrated between Fort Stewart officials with the RCI
developer and city officials with their planning con-
sultants. This integrated planning is supported by
and will be facilitated by the military command and
the civilian leadership. An extraordinary opportuni-
ty is present to accomplish a coordinated land use
and facility plan for the next 50 years.

e Joint Use Library. Fort Stewart has a library that is
inadequate to satisfy the needs of the military mem-
bers and their dependents. The public library in
Hinesville is inadequate to satisfy the needs of the
civilian community. The two libraries are about 1
mile apart. Development of a joint library that would
be built halfway between the two existing facilities
and that would accommodate the special needs of
the military, civilian and academic patrons is being
discussed.

e Joint Use Museum. Fort Stewart has invited the
civilian community to explore the relocation of the
existing base museum and its expansion to a joint
use museum to include matters of civilian history and
interest.

The communities of Hinesville and Fort Stewart are
inextricably linked. The aforementioned examples of
ongoing and potential partnerships clearly underscore
the fact that we are a “Community of One.”
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Chapter 3

BELLEVUE PUBLIC SCHOOLS/
OFFUTT AIR FORCE BASE WELCOME CENTER

By Dr. John Deegan and Cathy Williams

Bellevue Public Schools and Offutt Air Force Base,
Neb., have a long-standing working relationship. About
half of the 9,000 students enrolled in the school district
are children of active-duty military personnel. Together,
the school district and base look for ways they can add
to the quality of life for military families and the com-
munity.

As a result of this outstanding, ongoing partnership,
Bellevue Public Schools is constructing a one-stop
Bellevue Public Schools/Offutt AFB Welcome Center.
The center, the first partnership of its kind in the Air
Force, was completed in November 2002.

Smooth Transition for Military Families

The philosophy of the center is to provide a smooth
transition for military families, as well as civilian families,
as they enter the community. By working with families
as they arrive, the public school leadership and the base
believe that it adds to their quality of life and develops a
strong sense of belonging. Through this one-stop cen-
ter, Offutt AFB will have a wing of the building where
representatives of the Family Support Center will greet
new families, families can meet with sponsors, and they
can see a display of the base heritage.

Bellevue Public Schools will be located in the other
wing of the welcome center. While families are at the
center, they can visit with representatives from the
school district and register their children, apply for
employment in the area, and receive information about
housing, utilities, businesses and restaurants in the area.

In addition, while the families are taking care of
business, there is an early-childhood center located next
door to the Offutt area, staffed by the local school dis-
trict, where students can participate in puppet shows,
work on computers, listen to authors, and check out
books and toys. A glass wall divides the Offutt

Welcome area and early-childhood center, so that par-
ents can feel comfortable visiting with their sponsors
while still keeping an eye on their children.

The Welcome Center Facility

The welcome center sits on 28 acres of land owned
by Bellevue Public Schools, which is centrally located in
the community and next to Offutt AFB. The land was
purchased from the state with the understanding that it
would be used for the public interest; in other words,
no land could be used or sold for commercial ventures.
The school district began to look at the needs of the
school district, base, and community to develop a life-
long learning center. The Lifelong Learning Center will
feature four buildings: the welcome center, the BPS/Lied
Activity Center, Metropolitan Community College, and a
possible city library. In addition, there will be a walk-
ing trail, arboretum and softball fields.

The Bellevue Public Schools system is building two
of the buildings, the welcome center and activity center.
Options have been signed for the remaining two build-
ings, which will be constructed by the college and city.
The welcome center and activity center are being con-
structed for $8.3 million. Funding for these buildings
has been secured through the school district and grants.

The foundation awarding the major grant for the
centers did so because of the unique school
district/base partnership and the interest in addressing
quality of life issues for military and civilian families.
One provision of the grant was that it was to begin with-
in a very short period of time.

Through the partnership and grant, Offutt AFB will
provide space for the welcome center and heritage
room, and all military families will be able to participate
in any events at the activity center. The activity center
will include indoor basketball, volleyball, soccer, batting

Dr. Jobn Deegan bas served for many years as superintendent for Bellevue Public Schools, near Offutt AFB, in
Bellevue, Neb. Dr. Deegan also is the president of the National School Impact Assistance Association and a national-
ly recognized advocate for quality education on military bases.

Cathy Williams is director of communications for Bellevue Public Schools, near Offutt AFB, in Bellevue, Neb. She can

be reached at carolmisa@aol.com.
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cages, zero-depth-entry swimming pool, jogging/walk-
ing track and a large banquet hall.

Cost Efficient Services for the Base

Government agencies are looking for innovative
ways to meet the needs of their clients and “customers”
in the most cost-efficient manner. Through partnerships
such as the Bellevue Public Schools/Offutt AFB
Welcome Center, the Bellevue School District can meet
many needs of its customers, while addressing the qual-
ity of life for our military families at Offutt AFB.
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Chapter 4

ENID AND VANCE AFB: PARTNERS IN THE SKY

By Michael G. Cooper

Few partnerships between a community and a mili-
tary installation can boast mutual trust and admiration
from the start; the community of Enid, Okla., and Vance
Air Force Base can. Even before there was a military
presence in Enid, community leaders responded to the
call to fill the need for pilots in the looming conflicts in
Asia and Europe that ultimately resulted in World War II.

A lease of 1,000 acres to the federal government
helped secure a military installation in Enid. The Air
Corps Basic Flying School was activated in September
1941. Several thousand military men earned their wings
at the flying school. The school later became Enid Air
Force Base. Then in 1949, the base was renamed Vance
Air Force Base in honor of Lt. Col. Leon R. Vance Jr. As
the 1940s ended, Vance AFB, in partnership with the city
of Enid, looked forward to a long and rewarding exis-
tence to the service of its nation.

For more than 60 years, the people of Enid have
welcomed new military personnel to their community.
The Enid-Vance AFB Air Force Association chapter is the
largest individual chapter in the country. Military per-
sonnel and their families who have been stationed at
Vance often return to retire in the community that
opened its arms to them. Those individuals have
joined in the efforts to make our military men and
women feel at home in their home away from home.
Those efforts have paid off.

The Enid community has taken a multi-track
approach with its relationship with Vance: adequate
land and military construction to strengthen Vance,
quality of life and education. All three tracks share one
mission: to grow and enhance Vance.

Enhanced Facilities and Land to Support
Vance AFB

The Enid community efforts are centralized with the
Vance Development Authority (VDA). The develop-
ment authority is a coalition of business and civic lead-

ers who head the base enhancement efforts. Working
with needs assessments, the VDA has been instrumental
in helping to secure federal military construction funds
for Vance.

Over the last 10 years, VDA and the state’s congres-
sional delegation have been part of a concerted effort to
secure more than $75 million in improvements at the
base. Those improvements include: new ramps and
runways, a fitness center, a family support center,
hangars and control towers.

In 1995 VDA helped secure more than 20 additional
acres in adjacent property to aid a mission expansion at
the base. This land is being used to enhance the secu-
rity of the base. Working with state officials, VDA has
secured funding to facilitate the move of the main gate
and service entrance.

Enid’s Commitment to Education

Always an innovator, Enid was the first community
to offer a special scholarship program for military per-
sonnel and their dependants. The program provided
aid for tuition and books for classes at state colleges and
universities. To accommodate pilots, the community
offers a scholarship to Embry-Riddle Aeronautical
University. Seeing how well the program worked, the
government is accommodating military personnel with
tuition scholarships.

The Enid community has focused its efforts on defer-
ring the cost of books through a new program. Enid
also has worked with state universities and colleges to
provide a fast track program for those seeking master’s
degrees in business administration.  Realizing how
important education is, the people of Enid passed the
largest education tax initiative ($27.5 million) in com-
munity history to upgrade the buildings and computer
labs in the local elementary, junior high and high school
facilities. The first school to receive renovations was the
primary elementary school attended by the children of
personnel stationed at Vance.

Michael G. Cooper is the chairman of the Vance Development Autbority, a former mayor of the city of Enid and area
manager for external affairs for Southwest Bell Telephone Co. He can be reached at mc2913@sbc.com.
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Enid Focuses on its Quality of Life

Drawing from personal experience in the military
life, several civic leaders realized there was a lack of
affordable, quality housing for highly mobile military
personnel. The city worked with property owners to
create a housing pool that provides homes on short-
term leases. Military personnel are able to live in the
homes for their entire stay at Vance or until they are
able to move on base. The community subsidizes prop-
erty owners to keep the off-base housing available.
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The commumnity of Enid issued a $27.5 million school
bond to upgrade facilities at the local elementary, jun-
ior high and bigh schools. Eisenbower Elementary (pic-
tured here) is the primary elementary school attended
by the children of personnel stationed at Vance AFB.

Realizing the need to protect the flying area for
pilots, the Oklahoma legislature passed legislation giv-
ing communities with military bases the ability to
strengthen their air installation compatible use zones
(AICUZ) ordinances, thus providing the highest degree
of encroachment protection in the nation. Aid to home-
owners whose property lay in the Vance training flight
path also was established. The city of Enid has set aside
funding to facilitate a noise reduction grant program for
homes in the 60-80 db (decibel) range of Vance.

The world will change, the missions of our nation’s
military will change and the Enid-Vance Partnership will
continue to evolve. But the partnership always will
hold a common goal of expanding and protecting the
mission at Vance Air Force Base while maintaining a
commitment to train the best pilots in the world.
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Chapter 5

BELLE CHASSE ACADEMY: INVENTING A NEW
SCHOOL SYSTEM TO STRENGTHEN A

MILITARY BASE

By Jane Fitzgerald Dye

In 2000, the Mayor’s Military Advisory Committee of
New Oirleans, working closely with military leaders,
identified two issues that helped put a “poor” label on
the life of military families living in the New Orleans
the lack of affordable housing and poor public
school systems.

area.

With a commitment from military leaders, the first
problem was solved with a 500-unit, public-private ven-
ture expansion of housing wunits at Naval Air
Station/Joint Reserve Base New Orleans, located in
Belle Chasse, La.

The answer to the second problem, military and
civilian leaders believed, was the establishment of a
charter school on the military base. This was something
that had never been done before, so local leaders had
to “invent the wheel” as they went. The support of the
local and state business and political leaders was phe-
nomenal and made Belle Chasse Academy a model of
success for others to emulate.

State Enabling Legislation

In order to establish the school, legislative action to
change charter school policy regarding percentage of
Title T (economically disadvantaged) students had to be
obtained. Other potential problems, which Louisiana
charter school law already addressed, were the busing
of students from multiple parishes (counties) and the
prioritizing of enrollment to favor military dependents.

Only two vyears after the idea originated, Belle
Chasse Academy opened its doors with 637 students.
The school has a two-story building, containing nearly
90,000 square feet. It has 37 spacious standard class-
rooms, resource, art, foreign language and science class-
rooms, a full-size gymnasium, a resource center/library,
a cafeteria, and a youth center. It has computers and

Internet access in every classroom. Today the school
serves 860 students from kindergarten through eighth
grade.

Belle Chasse Academy, a nonprofit corporation, is
governed by an 11-member board of directors made up
of community leaders, parents and Louisiana-certified
teachers, most of whom have an affiliation with the mil-
itary, either as a retiree, current military member or
spouse of a military member. The board is responsible
for all fiscal, personnel and operational issues of the
school. Since it is a charter school, there is no tuition
charged. Funding comes from the state department of
education, based on student enrollment, and from fed-
eral programs. Belle Chasse also receives a significant
amount of funds from the Federal School Impact
Assistance program from the U.S. Department of
Education.

Quality Education for Military Children

The academy’s momentum has not waned since the
opening day, and its vision is still in the forefront of all
school activities: To provide a quality education and
cater to the special needs of military dependent stu-
dents, as well as provide convenient access for parents
that have long and unusual work hours.

Belle Chasse Academy recognizes that throughout
their lives, children of military service members face
more stress than civilian children since they move to
new homes and schools every few years and typically
one of their parents is frequently deployed, often in
harm’s way. In that regard, the academy provides con-
tinuing student counseling on the unique challenges
faced by the military-connected child in an effort to
reduce the stress the student faces, as highlighted in the
accompanying insert from the academy’s Web site.

Jane Fitzgerald Dye has served as the principal of Belle Chasse Academy since its founding in 2001. She can be

reached at [fitzgerald@bellechasseacademy.com.
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Military Families share special
qualities!

¢ Dedication and Commitment — They work
together to achieve individual, family and
national goals.

¢ Sacrifice — They make difficult choices and
accept important responsibilities.

¢ Adaptability — By adjusting to deployments and
relocations, they learn from new experiences
and develop strength as individuals and as a
family.

Belle Chasse Academy’s dedication to its goal of serving
military families is summed up in a statement on the
Guidance Department’s Web site.

Agreeing with the Military Child Education
Coalition’s contention that the parent is the best advo-
cate for the military child’s education, Belle Chasse
Academy makes sure that parents can be deeply
involved in school programs.

Parents have open access to classrooms for observa-
tions, Parent-Teacher Organization (PTO) meetings are
held monthly, and parents have direct and substantial
input into the annual discipline policy review/hand-
book, annual guidance plan and annual pupil progres-
sion plan.

Student attitudinal surveys are distributed and ana-
lyzed annually. There also is a suggestion box for those
that prefer anonymity. All teachers and staff have voice
mail and e-mail and timely response is requisite. There
are many PTO-sponsored functions, and the school
sponsors family reading nights and family math and sci-
ence nights.

Belle Chasse also offers students a great chance for
extracurricular activities. The academy is located near
New Orleans, and students get deeply involved with
Mardi Gras and the parades and other festivities associ-
ated with that event. Belle Chase participates in football,
volleyball, and boys and girls basketball.

Educational Performance

As part of charter school accountability in Louisiana,
Belle Chasse Academy administers the Iowa Test of
Basic Skills twice during each school year. This stan-
dardized test helps measure academic gains. In its sec-
ond year of operation, standard score gains in both core
curriculum and composite averaged 13.8 points in only
seven months of instruction. Additionally, students in
fourth and eighth grades must pass the Louisiana
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Education Assessment Program (LEAP 21) tests in order
to be promoted. Belle Chasse Academy scores have
been very good, with passing rates exceeding that of
local parishes. Of note, the eighth grade passing per-
centage in 2004 was 91.2 percent, a figure that included
special education students previously exempt from test-
ing.

Additionally, the academy is one of 50 U.S. schools
designated as an Explorer School by the National
Aeronautical and Space Administration. Earlier this year,
the school was visited by David King, director of NASA’s
Marshall Space Flight Center, and the next teacher-astro-
naut, Barbara Morgan.

Morgan and King visited classrooms, presented a
slide show and answered numerous questions while
sharing President Bush’s vision of space exploration.
They also presented the principal with a model of the
space shuttle in recognition of participation in the
Explorer School program.

In keeping with the school’s close military ties, stu-
dents have hung stars in the school lobby in honor of
their deployed parent or step-parent.

Conclusion: Military Quality of Life
Issues

In this very challenging budgetary environment, the
Department of Defense will be looking closer than ever
at the efficiencies of their installations through the 2005
Base Realignment and Closure (BRAC) process. Belle
Chasse Academy offers a unique and innovative solu-
tion to a major quality of life issue for military families.

In an area that has major challenges in the quality of
its public schools, the ability to build a civilian charter
school on a military installation that supports military
dependents at no cost to DOD is very significant. The
enhanced quality of life made possible by a good school
will be a critical support piece in meeting the BRAC cri-
teria. Clearly, when this is coupled with a solid military
mission it will result in making the Joint Reserve
Training Center at Belle Chase more competitive than
ever going into the BRAC process.
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Chapter 6

REAL ESTATE PRIVATIZATION:

BORN FROM CRISIS

By Daniel P. Cosgrove

On Sept. 28, 1984, ABC-TV’s Nightline devoted an
entire broadcast to the plight of military families strug-
gling to make ends meet and find adequate housing.
Host Ted Koppel told the story of a teen-aged military
dependent at Fort Ord, Calif., who had taken his own
life to ease the financial burden on his family.

In Hinesville, Ga., the commander of the Army’s
24th Infantry Division, then Maj. Gen. Norman
Schwarzkopf, appeared on the program to highlight the
problems that personnel in his division were having in
the area around Fort Stewart. After a parade of military,
defense and civilian dignitaries spoke their peace, the
program closed with a call for assistance for military
families.

Response Follows Existing DOD
Authority

When dawn broke the next day, the Army,
Department of Defense and Congress were faced with a
crisis that had been brewing for years, but had only
hours before become a national debate: how to find
housing for military families with a limited budget. New
legislation was being readied to test a program of pri-
vatized military family housing. Money was added to
the defense budget for the construction of on-base
housing, but these alternatives seemed slow and cum-
bersome. The Army decided to use a decades-old but
seldom exercised leasing authority in the United States
Code (10 USC 2667) to address the specific problem at
Fort Ord, which is located in Monterey County.

This legislative relic of the late 1940s authorized the
secretary of the Army and the other service secretaries
to out-lease non-excess military property. Army real
estate professionals at Fort Ord and the Pentagon quick-
ly drafted two requests for proposals for the develop-
ment of two separate housing projects on base land.
One project called for small apartments for individuals

or couples on-post, while the other solicited the devel-
opment of a manufactured housing complex to address
a serious affordability problem in the area. Neither proj-
ect involved Army financial support, guarantees of
occupancy or base closure protection. Each project
paid a nominal ground rent in exchange for giving mil-
itary personnel priority to rent at specified rental levels.
Both projects were completed quickly and opened for
business in record time.

As a result of the 1991 BRAC round, Fort Ord was
realigned and the mission restructured to reduce the
number of troops assigned to the Monterey area (see
Chapter 7). The two projects were opened to civilian
tenants and the land under both was sold to the devel-
opers. The Army benefited by having created housing
in the 1980s without making a financial contribution and
then from the sale of the land after realignment.

The success of the two Fort Ord projects (see
Chapter 7) displayed the ability of the military services
to mine the asset value from existing land assets with-
out selling the property.

Other DOD facilities nationwide began to use the
Section 2667 authority to place privately financed leased
and rental family housing projects on base. Two pri-
vately owned and operated daycare centers were built
on government land to provide affordable daycare for
military families and government workers. As military
commanders and civilian government real estate experts
became familiar with the benefits of Section 2667, uses
expanded to include: research facilities, a car wash, a
multiplex movie theater, credit unions, banks, guest
houses and commercial facilities.

As will be highlighted in Chapter 8, Lincoln
Laboratories in 1989 leased a piece of Hanscom Air
Force Base in Lincoln, Mass., for the development of a
large research facility. Lincoln Labs is a nonprofit cor-
poration owned by the Massachusetts Institute of

Daniel P. Cosgrove is an attorney and serves as president of Defense Facilities Corp. in Fairfax, Va. He can be reached

at dpcosgrove@aol.com.
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Technology. It conducts research for the Air Force and
other government agencies. The non-excess property
ground lease for the project called for a 32-year lease,
which included a two-year construction phase.

As required by Section 2667, the Air Force charged
Lincoln Labs the fair market value for the rental, which
was reduced to a nominal rent because of the nature
of the service the facility provides to the federal gov-
ernment. Separate contracts for research services sup-
port the work of Lincoln Labs and the mortgage on the
facility.

Congress agreed to the lease when it was notified of
the Air Force’s intention to enter the relationship and the
legislatively mandated 30-day review period expired
without objection from the appropriate committees of
Congress. Since its opening, the Lincoln Labs facility
has provided valuable and cost-effective service to the
government, without the commitment of federal appro-
priated construction funds.

New Creative Veterans Affairs’ Initiative

The success of the Section 2667 leasing program
inspired imitation. In the early 1990s the U.S.
Department of Veterans Affairs (VA), as discussed in
Chapter 9, faced a misalignment of real property assets.
VA owned aging facilities that were underutilized, but
the department lacked the ability to extract value from
its real estate. In other areas, new facilities were need-
ed, but appropriations were not provided to build
health care facilities or infrastructure.

The solution came in the passage of new regulations
(38 USC Sections 8161-8169) that permit the VA to enter
into “enhanced-use leases,” or EULs, up to 32 years for
non-excess property to be reused for commercial and
other purposes in exchange for cash and/or in-kind
rental payments. The critical factor in this legislative
breakthrough was the ability of the VA to retain the pro-
ceeds of the lease, rather than relinquish all payments to
the U.S. Treasury.

The incentive to lease suddenly became clear to VA
managers struggling to maintain aging buildings and
grounds on insufficient budgets. The new legislation
also negated the onerous provisions of other real prop-
erty legislation, which had for years prevented federal
property specialists from realizing the income generat-
ing potential of federal land. Since 1991, VA has entered
into dozens of enhanced-use leases. Projects have
included: conversion of a dilapidated office building
into a hotel; land for power plants that serve the needs
of VA hospitals and private customers; office buildings
for VA programs; a homeless shelter for veterans and
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non-veterans; a research park; and assisted living units
for elderly veterans.

While the VA could have contributed several million
dollars to each project and still met the congressional
limits on its participation, VA’s contributions have been
negligible. Private sector participants have, however,
agreed to provide hundreds of millions in development
capital that would otherwise have had to be appropriat-
ed by Congress.

Dramatic new, large EUL projects recently have been
undertaken to ease the financial burden faced by VA. In
2003, VA awarded an EUL contract for privatization of a
substantial portion of the Fort Leavenworth, Kan., VA
hospital complex. The contract calls for preservation of
historic buildings that VA could not afford to maintain.
In Baltimore, Md., VA awarded a contract for a devel-
oper to take over the 94-acre site of the former Fort
Howard Veterans Hospital. The developer will preserve
seven historic buildings, rebuild a 10,000-square-foot
clinic, and create housing and commercial facilities that
will generate funds to share with VA. In its largest EUL
project ever, VA solicited offers for a city block-sized for-
mer VA hospital in downtown Chicago. Known as
Lakeside, the hospital is obsolete, but the land is
extremely valuable. Experts have speculated that VA
could receive up to $100 million in lease payments for
the site. Additional EUL projects can be expected in the
near future.

Extension of EUL Authorities

In October 2000, Congress embraced EULs as an
engine for change in federal real property, when it mod-
ified the authority to include enhanced-use leasing for
the military. At the same time, Congress extended the
EUL period for the VA from 32 to 75 years.

Military commanders now are free to consider leas-
ing underutilized non-excess property for commercial
purposes and to retain at least half of the proceeds on
base or for in-kind services to the base. EULs relieved
base commanders from the burden of maintaining more
property than they need at the moment, while provid-
ing them with a potential stream of cash or in-kind serv-
ices to support base activities that are not fully support-
ed by annual appropriations from Congress.

The extension of VA’s leasing authority has had a sig-
nificant impact on the value of its non-excess property.
Real estate experts agree that a 75-year ground lease
creates substantially more value for the owners and
potential developers than a 32-year lease.
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Modern Real Estate Practices

Since the late 1940s, the military, and now the VA,
have been moving slowly toward modern real estate
management practices. The creation and modification
of 10 USC 2667, and the VA’s EUL authority are proof
that federal real property can have value beyond the
limited confines of federal uses.

In the past few years, military and civilian govern-
ment real estate professionals, as well as private sector
participants, have become versed in the advantages and
restrictions of non-excess property ground leasing.
Today, federal property is being mined for value, just
like its counterparts in corporate America.
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Chapter 7

EVOLUTION OF PUBLIC-PRIVATE
PARTNERSHIPS: BROSTROM PARK

IN THE 1980s

By Jacqueline Rogers

Picture Fort Ord in Monterey, Calif., in the early
1980s, a sprawling installation teeming with soldiers
preparing to go overseas. Now picture the other
Monterey, a coastline with ample housing for the upper
classes, the Pebble Beach golf course and few housing
units affordable to ordinary soldiers. Now imagine
Danny Holly, age 12, the eldest child of a soldier who
had been rotated to Korea, leaving his wife and four
children behind to cope.

More than 2,000 families were waiting for base hous-
ing. The Holly family tried. Danny performed odd jobs
whenever he could, but there simply wasn’t enough to
go around. The poorly housed family often went with-
out enough to eat. Finally, it was too much. Danny
killed himself, leaving behind a note saying that now
there would be one less mouth to feed.

Affordable Housing — The Attention
Getter

This tragedy was an immediate attention getter.
Even the Pentagon knew about Danny. The imperative
to do something now echoed up and down the chain of
command. Crisis — together with a fortunate alignment
of capable risk takers among military commanders and
managers, the city, and a developer, who had a prior
track record of success with the military — produced
results. In less than a year, 220 mobile homes were
available at fixed rents affordable to enlisted soldiers
and their families on 60 acres of previously undevel-
oped land within Fort Ord.

Along the way, new ground was broken from a pol-
icy standpoint, sacred cows were ignored and rules
were creatively interpreted. A simple deal was cut,
which worked well enough for both parties to survive
changes in command, base closure and a crash in the

Monterey real estate market. All sides were clear about
the outcomes being sought and all were respectful of
each other’s needs.

e The Army wanted decent, inexpensive housing
quickly and it did not want to pay for it. It was will-
ing to use an available asset — land with access to
utilities, offered under long term lease for $1 per
term with no obligation to the government to expend
funds — to broker that result.

e The developer wanted to profit from the develop-
ment and long-term management of housing on mil-

itary property.

e Since the infrastructure and homes were to be pri-
vately owned and potentially occupied by civilians,
the city wanted property taxes and to be sure that the
property was developed using state and local codes.

These same ingredients drive the current military
family housing privatization initiative, but the process is
vastly different. At Fort Ord, all parties to the deal
adhered to the “keep it simple, stupid” principle. The
16-page lease, which has been amended five times by
mutual consent, has stood up well, despite great changes
in the Army’s needs and the local housing market.

The deal was so successful that DOD sponsored a
handbook promoting the Fort Ord formula. In 1987,
Army Chief of Staff Gen. John A. Wickham wrote to the
developer, Ray Roeder: “Brostrom Park represents a
highly successful partnership between the Army and the
private sector which has provided the basis for
Congressional approval not only to continue the third-
party housing movement but also to expand to other
types of facilities. ... Your work ... will be the example
followed by commanders and entrepreneurs alike.”

Jacqueline Rogers has been a senior fellow at the School of Public Affairs at the University of Maryland since 1994.
Prior to that, she served for seven years as OMB director in Monigomery County, Md., and for seven years as secre-
tary of bousing and community development for Maryland Gov. William Donald Schaefer. She can be reached at

rogersj@umd.edu.
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Developer Selection and Development
Approval Process

The concept was locally developed, then ratified by
higher levels of the Army. The inverse often is the case
today. Fred Meurer, then director of engineering and
housing and now Monterey city manager, convinced the
higher ups that authority existed to develop a privately
owned and managed mobile home park, by creatively
interpreting 10 USC 2667. It permitted land leases to
private interests, if the land was neither presently need-
ed nor officially excess.

A request for proposals, issued in March 1985 for
development of a 200-unit mobile home park, sought
proposals in 30 days. Selection from among 10 pro-
posals and execution of the lease took 19 days. Ray
Roeder’s RINC Organization invested $8 million in the
infrastructure (including an athletic field, basketball
courts and jogging trails), purchase of 220 mobile
homes and construction of a community center.

The Army wanted the first 50 units online by
September 1985 and the whole development completed
by April 1986. Performance was “incentivized” by a
provision in the agreement that there would be a $500
per day late penalty, but also an automatic one-year
lease increase, if the park opened on schedule. In fact,
the final unit was available for rent ahead of schedule,
in November 1985.

Flexibility in Design and Operation

Though brief by today’s standards, the lease includ-
ed important protections for both sides. It was a real
estate transaction, which left great discretion to the
developer. The lease calls for the “design, construction,
operation and maintenance of a Mobile Home Park, pri-
marily for use by military personnel and their families.”

The details of the development (site planning, model
selection, landscaping, amenities, etc.) were left to
RINC, the owner of all the improvements, whose capi-
tal was at risk. RINC had 45 days to “submit detailed
development plans and specifications for the improve-
ments to be made” to the district engineer and 15 days
were provided for government review and approval.
Final “as built” drawings were due to the government
90 days after the final mobile home was offered for
occupancy.

The lease was specific about RINC’s maintenance
obligations, but the language used was broad and flex-
ible. A detailed management plan was to be submitted
to the district engineer for approval by July 1, 1985. The
lease itself provided that units were to be maintained in
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“decent, safe and sanitary condition” and exteriors were
to be “maintained so as to represent a pleasing appear-
ance.” The lessee had to build the infrastructure and
“be responsible for the construction operation, routine
maintenance, major overhaul and replacement of all
components, and systems or parts thereof.” By contrast,
current housing privatization offerings involve complex,
detailed and expensive planning processes.

Special Provisions

There were some sticking points in the negotiations,
which required departures from the norm by the mili-
tary partners.

e RINC needed permission to rent to non-military fam-
ilies, if demand from military families did not

achieve full occupancy. A 30-day notice provision
was worked out. Soldiers were to get six-month
leases with month-to-month renewals; civilians could
only get month-to-month leases and could be forced
out on 30 days notice.

RINC also needed to be able to predict its income
stream so the parties agreed on a fixed-rent sched-
ule, rather than relying on soldiers’ housing
allowances. An initial schedule covering the first two
years was incorporated into the lease.  Annual
increases of between 4 and 8 percent were permit-
ted, based on the area consumer price index.

To protect its investment, RINC needed a term in
excess of the five-year maximum provided for in law,
which had to be approved by the secretary of the
Army. The Army agreed to a 25-year initial term.

The developer had to make concessions as well.

The Army would manage the tenant referral process
and set priorities for occupancy, including reserving
units for itself and assigning occupants at a 10 per-
cent discount. The rent constraints applied only to
military occupants. Either the Army or RINC could
require evictions for lease violations, failure to follow
park rules and regulations, or for “good and suffi-
cient reason.”

The Army insisted that military tenants — but not
civilians — had the option to purchase their units. If
a military resident exercised this option, RINC had to
replace the unit within 30 days.

The installation commander retained control. The
lease stated that, “the use and occupation of the
premises leased hereby shall be subject to the gen-
eral supervision and approval of the officer having
immediate jurisdiction over the property and to such
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rules and regulations as may be prescribed by him
from time to time.” The secretary of the Army was
the final arbiter of disputes. While not initially prob-
lematic, this led to serious complications in the
1990s.

Some income from a planned mini-storage facility
was to be used for the benefit of the tenants. Military
tenants were to be rebated 35 percent of the income
and a further 1 percent would be contributed to the
Community Service Fund to support the Community
Council and the Community Center. Although the
mini-storage facility was never built due to a
reassessment of market demand after the lease was
signed, the principles involved are noteworthy.

The Financing Package

RINC financed the development with a convention-
al loan from the small, Sacramento-based Point West
Bank. The term was 25 years. No interest-risk penalty
was associated with the land lease arrangement or the
military’s right to abrogate the lease. Because Roeder
was a sole proprietor, the loan was a recourse loan; the
bank could go against Roeder’s full assets in the event
of default. The favorable terms were a function of a
long-standing positive relationship between the bank
and Roeder and his personal guarantees, but full due
diligence was performed by the bank.

When Point West was absorbed into a larger bank-
ing institution in 1988, the deal was refinanced at 8.5
percent. The term remained consistent with the 26-year
expiration date of the lease (25 years plus one year for
timely performance). Based on the net operating
income, Roeder was able to increase his loan amount
and provide himself with a sizeable cash return on his
initial investment.

Lease Termination Provisions

In addition to the standard non-performance termi-
nation clauses and conditions relating to restoration of
the property, the lease contained extra protections for
the parties. The lessee could terminate upon 60 days
notice. As stipulated in RINC’s proposal, the lease lim-
ited the military’s right to terminate the lease to “any
national emergency declared by the President or
Congress,” if the secretary of the Army deemed it nec-
essary or if termination was “required for military pur-
poses or necessary in the interest of national defense.”

RINC needed this provision to secure its financing,
but obtained no hold harmless provisions, if the lease
were terminated for this reason. Finally, although per-
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mitted by Section 2667, the lease did not provide the
lessee with the right to buy the land, if the Army no
longer needed it. This omission proved problematic
after the base closure action.

Applicability of Local Codes and Taxes

Section 2667(e) provides that a lessee may be taxed
by the state and local government. All parties recog-
nized from the outset that this development would be
unique on the installation and that private ownership
and potential civilian occupancy required deference to
adjacent local governments. Therefore, the lease sub-
jected the development to local laws. Section 11 specif-
ically required that the lessee pay local taxes and assess-
ments throughout the lease term. Land was excluded
from taxation, but RINC has paid property taxes on both
the infrastructure and the mobile homes.

Section 9 required the lessee to “comply with all
applicable laws, ordinances and regulations of the State,
County and Municipality” and Section 23 cites specific
applicable codes including the California Mobile Home
Parks Act, the Monterey County Building Ordinance and
current issues of the National Fire Code. The section
concludes with a sweeping provision that the lessee had
to adhere to “all other Federal, State and local laws,
codes, ordinances and regulations pertinent to the con-
struction, operation, repair and maintenance of the
mobile home park.”

Lease Amendments

The lease was amended five times. In 1985, the first
two clarified road access to the development, provided
RINC with the one-year incentive extension and modi-
fied rents to include a four-bedroom, double-wide unit.
When RINC brought in its model homes, the Army
agreed to test the market for double-wide units,
although the original proposal only contemplated
“single-wides.” When demand proved brisk — demon-
strating that some families would pay more than their
housing allowance for a larger unit — the Army agreed
to have 38 double-wide units included in the develop-
ment. (The Air Force currently sanctions “buying up” in
privatized housing when demand from targeted house-
holds is weak.)

In 1991, the Army agreed to allow a 10-year lease
term extension and an increase in the number of units
by 35 to 256. Also, the Army could begin charging fair
market rent for its land during the second 10-year term
beginning in 2011, if the secretary of the Army deter-
mined that no military demand existed for the units. As
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discussed below, the additional units never were placed
in service.

When the fourth amendment was executed in 1993,
Fort Ord had been scheduled for closure by 1998.
Changes were made so that the development could tran-
sition from military family occupancy to civilian occu-
pancy. The Army reduced the waiting period for units
to be rented to civilians, if no military applicants were
available, from 30 to four days. The amendment grant-
ed a permanent access easement to RINC, eliminated
the purchase option for military families and eliminated
the rent controls on the units for non-military residents.

The final amendment reduced the size of the lease-
hold to approximately 50 acres, accommodating the
Army, which had sold a portion of the site to the local
school district prior to the execution of the leasehold
and which wanted to sell a second small area to the city
of Seaside.

A Bump in the Road

When the third lease amendment was executed, the
Army, responding to housing demand, approved an
increase in the number of units to 256. RINC purchased
the first 23 units for approximately $1.2 million. In part
as a result of a turnover in command, these units never
were installed on the site. When the closure decision
was announced, the military rationale for permitting the
additional units no longer existed. Discussions contin-
ued between RINC and the command structure at Fort
Ord, but failed to resolve this impasse. For its part, rec-
ognizing that there would be a dip in the market as a
result of closure, RINC was loath to incur additional
expenses until the market stabilized.

Anticipating the closure, RINC initiated the process
of trying to purchase the site, which had been annexed
into Seaside. Since Seaside did not look favorably on
mobile home parks and RINC would need the city’s
approval after land purchase, it seemed unlikely that
RINC would ever be able to use the 23 new homes. In
1997, RINC began selling them off. Losses associated
with interest payments on the purchase loan and resale
of the units topped $300,000.

This loss illustrates the risks associated with diver-
gent perspectives. Both parties wanted to meet military
need, when the lease amendment was executed.
Beyond that, the Army’s rationale for preventing instal-
lation of the units related to command’s perception of
“acceptable” housing for soldiers. RINC, on the other
hand, made a business investment relying on a legal
agreement with the military. When the attitu