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Dear Mr. Meyer:

I respectfully request a written response from the Department of
Defense conceming the enclosed document:

X Base Closure & Realignment Commission question

18. In addition to the Military Service involved in these agreements, describe the types of
pnivate sector entities (e.g. real estate developers, lenders, bond investors, bond
underwnters, bond insurers, credit enhancers) typically involved on the “private” or
commercial side of these transactions as well as a brief description of their roles,
responsibilities, and obligations.

19. Do the private lenders/investors or their fiduciaty agents or trustees have the right
(or obligation) to cure matenial defaults (e.g. a non-payment default) or the
contractual nght to other remedies (beyond “cure” and foreclosure nights) designed
to insure timely and adequate debt service payments?

20. What is the average amount of project funds borrowed to develop a housing
pnvatization project? What is the typical amortization period for pnivately borrowed
funds? How much was borrowed by the Navy Northeast LLC?

21, What is the current status or balance of the funds borrowed by the Navy Northeast
LLC to build housing around Navy bases in New England? Does the Navy
Northeast housing pnivatization agreement (e.g., the bond indenture) permit the
LLC to use funds to build housing in support of the Navy’s mission in another
geographic region, like the southeast?

22, In the case of Navy Northeast Family Housing Privatization Project, do the Navy’s
nghts under the LLC agreement require it to concur in the managing partner’s
decision to use the borrowed funds to build housing elsewhere due to the potential
closure of NSY Portsmouth or NSB New London and the realignment of NAS
Brunswick?
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23. Do lenders/investors require the LLC to borrow and set aside “reserve funds® (e.g.,

debt service reserves, operating reserves, maintenance reserves, etc. ) to mitigate
potential lender and/or investor risk?

24. Which party or member of the LLC bears 100% of the re-payment obligation for any
project debt secured by the LLC? Under what circumstances, if. any, might the
govemment be exposed to re-payment risk due to its membership or relation to the
LLC?

25, If not the LLG, is another party obligated to make repay project debt or bond holders
if the developer becomes insolvent during the term of the ground lease or life of the
LLC?

26. Please explain if potential closures of privatized housing projects (based on BRAC or
otherwise) may result in the creation of unfunded contingent liabilities to pay
termination costs to private developers and/or private investors."

27. Have prior BRAC closure recommendations and implementation actions required
the Military Services to cancel or terminate housing privatization agreements
including its participation in a LLC. Ifso, when and where?

28. In the case of Navy Northeast Family Housing Privatization Project, has the Navy
agreed to provide utility, fire protection, and police services to privatized family
housing and related facilities at NSY Portsmouth, NSB New London, or NAS
Brunswick? What course of action is available to the Navy if the BRAC 2005
recommendation for these installations becomes law? If one possible course of
action is for the Navy to make cash payments to the develop/asset manager in lieu
of providing Navy services, please provide an estimate of this costs, and indicate
whether or not this cost was factored into the COBRA cost benefits analyses
associated with these recommendations?

29. If one of these housing privatization agreements is terminated due to
implementation of a base realignment or closure decision, explain how the LLC
(e.g., Navy Northeast LLC) shields the government from having to pay monetary
damages or make debt service payments to the lender or bond holders if the rental
housing project becomes nonperforming because its not “leased up” with enough
military members or civilian tenants to cover the project’s debt service?

30. Is DoD authonized to use or reprogram appropriated dollars used to make Basic
Housing Allowance (BAH) payments to eligible military members to make
payments to terminate a LLC and/or buyout the LLCs leasehold interest?

31 As part of the data gathening and scenario analysis, did DoD require the Services to
obtain housing market assessments for installations slated for closure or significant
gains in military population? If so, please provide copies of such assessments along
with analysis and deliberative documents for NSY Portsmouth, NSB New London,
-and NAS Brunswick.

32. For cancelled or terminated housing privatization agreements, please describe the
termns of the termination agreements and the terms of any legal settlements or
payments resulting from prior DoD decisions to close military bases under BRAC,

33. Have the Navy Audit Service, US Comptroller Generzal, or the US Government
Accountability Office independently reviewed and concluded housing privatization



projects and the Military Services’ participation in a
“housing” LLCs does not expose DoD to an unfunded contingent liability?

I would appreciate your response by July 22, 2005. Please provide a
control number for this request and do not hesitate to contact me if I can
provide further information concerning this request.

Yours sincerely,

Frank Cirillo
Director
Review & Analysis
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