Air Force Housing Privatization

Execution Guide

[image: image35.wmf] 


AIR FORCE MILITARY HOUSING 

PRIVATIZATION CENTER OF EXCELLENCE

28 January 2002
Outline

1CHAPTER 1:  Introduction


11.1  Purpose and Use of the Execution Guide


11.2  Air Force Plan to Revitalize Military Housing


31.3  Overview of the Privatization Process


41.4  Roles and Responsibilities


71.4.1  Deputy Assistant Secretary of the Air Force [Installations] (SAF/IEI)


71.4.2  The Civil Engineer of the Air Force (AF/ILE)


81.4.3  Air Force Center for Environmental Excellence (AFCEE)


91.4.4  Privatization Support Contractor (PSC)


101.4.5  Major Command (MAJCOM)


101.4.6  Installation


111.4.7  Project Development Team (PDT)


121.4.8  Acquisition Support Team (AST)


141.4.9  Management Review Committee (MRC)


151.4.10 Communications with the Private Sector Development Community


16CHAPTER 2:  Project IDENTIFICATION AND DEFINITION


162.1
Air Force Family Housing Master Plan


162.2
Planning Instruction


172.3
Design Instruction


172.3.1  MAJCOM Requests AFCEE Support


182.3.2  AFCEE Requests MAJCOM Validation


182.4  Project Management Plan (PMP) Development


182.5  Initiate PSC Support


192.6  Technical Documents Compilation


192.7  Site Orientation Visit (SOV) with the PSC


192.7.1  Prior to the SOV – AFCEE Activities


202.7.2  Prior to the SOV – Installation Activities


212.7.3  During the SOV


212.8  Execution Plan


222.8.1  Competition Plan


222.8.2  Project Milestones and Schedule


222.8.3  Approval Process


232.9  Concept Development and Approval


242.10  Request for Proposal (RFP) Development and Approval


252.11  Community Outreach


26CHAPTER 3:  Project Acquisition


263.1  Congressional Notification (Intent to Solicit)


263.2  Pre-solicitation Activities


263.2.1  Industry Forum


273.2.2  Communications with Industry


273.2.3  Public Announcements and Advertisements


273.3  Solicitation Issuance


283.4  Proposal Assessment


283.4.1  Inherently Governmental Activities


283.4.2  AST Appointment and Training


293.4.3  AST Activities and Meeting Locations


303.4.4  PSC’s Responsibilities and Activities


303.4.5  Solicitation Process


303.5  Selection Approval Process


313.6  Congressional Notification (Intent to Award)


313.6.1  Administrative Negotiations


313.6.2  Final OMB Scoring Report


313.6.3  Transfer of Funds


313.6.4  Finalizing Transaction Closing Documents


323.7  Transaction Closing


323.7.1  Transaction Closing Activities


323.7.2  Transaction Closing Team


323.7.3  Debriefing Unsuccessful Offerors


323.8  Transition Planning


323.8.1  Transaction Recordation


323.8.2  Documentation and Distribution


333.8.3  Handoff Memo


333.8.4  Transaction Closing Payment


333.9  Loan Closing


333.9.1  Loan Closing Activities


333.7.2  Loan Closing Team


333.10  Loan Funding


343.11  Binding Legal Instruments


35Chapter 4:  Post Acquisition Support


354.1  Construction and Renovation Management


354.1.1  Key Milestones


364.1.2  Base Project Management Office (PMO)


364.1.3  Title II, Quality Assurance Services


374.2  Property and Tenant Management


374.2.1  Tenant Surveys


374.2.2  Housing Operations and Property Management Plan


374.2.3  Management Review Committee (MRC) Meeting


374.3  Team Building/Partnering


38Chapter 5:  Portfolio Management


385.1  General




395.2  Authorities



405.3  Documentation


425.4  Monitoring and Evaluating


425.4.1  Transition Planning


435.4.2  Compliance Testing


435.4.3  Site Visits


435.4.4  Insurance Compliance


445.4.5  Inspection Review


445.5  Reporting




445.5.1  Program Evaluation Plan (PEP)


455.5.2  Accounting, Finance, and Reporting


465.6  Problem Resolution


465.6.1  Air Force Training


465.6.2  Research and Technical Services


465.7  Loan Servicing


475.7.1  Government Loans and Interest in Loans


475.7.2  Lockbox Account


505.8  Project Completion




APPENDIXES

1Appendix A.  
List of Acronyms
A–
Appendix B.  
AF/ILE Memo, Housing Privatization Policy, 21 September 2000
B–1
Appendix C.  
Assignment of AFCEE as Air Force Portfolio Manager
C–1
Appendix D.  
Generic Project Milestone Schedule
D–1
Appendix E.
Outline of the Generic RFP
E–1
Appendix F.
Sample Project Summary Fact Sheet
F–1
Appendix G.
Sample Portfolio Management Responsibility Handoff Memo
G–1
Appendix H.
Sample Transaction and Permanent Loan Documents
H–1


EXHIBITS
3Exhibit 1.1
Housing Privatization Phases


5Exhibit 1.2
Roles of Privatization Stakeholders


6Exhibit 1.3
DoD and Air Force Offices with a Role in the MHPI


12Exhibit 1.4
Composition of the Project Development Team


13Exhibit 1.5
Composition of the Acquisition Support Team


14Exhibit 1.6
Composition of the Management Review Committee


15Exhibit 1.7
Communications with the Private Sector Development Community


36Exhibit 4.1
Significance of Post Acquisition Milestones


39Exhibit 5.1
Portfolio Management Tools


39Exhibit 5.2
Frequency of Using Portfolio Management Tools


41Exhibit 5.3
Documentation Delivery and Maintenance


43Exhibit 5.4
Transition Planning Activities


45Exhibit 5.5
Project Reporting


48Exhibit 5.6
Lockbox Account Waterfall Distribution


49Exhibit 5.7
Reinvestment Account Management Process





CHAPTER 1:  Introduction

1.1  Purpose and Use of the Execution Guide

This guide provides an overview of Headquarters Air Force Center for Environmental Excellence’s (HQ AFCEE’s) management plan for assisting Air Force Major Commands (MAJCOMs) and installations in the execution of their military family housing privatization programs.  This document summarizes existing policy and guidance as well as the approach that AFCEE has developed and the Air Force has endorsed for this program.

This document is arranged into five chapters.  This first chapter, “Introduction,” provides background information on the Air Force’s plan to revitalize its military housing, an overview of the Air Force privatization process, and the roles and responsibilities of parties involved in the process.  The second chapter, “Project Identification and Definition,” provides background information on the Air Force Military Family Housing Master Plan, MAJCOM validation of project requirements and selection of an execution agent, Privatization Support Contractor (PSC) activities during project definition, and the Air Force’s concept and Request for Proposal (RFP) development and approval process.  The third chapter, “Project Acquisition,” provides the Air Force’s methodology for navigating through the process during solicitation, evaluation, and selection of the “best value” developer, transaction closing, loan closing, and loan funding.  The fourth chapter, “Post Acquisition Support,” provides an overview of activities in support of construction, renovation, and property and tenant management.  The fifth chapter, “Portfolio Management,” defines the portfolio management authorities and provides policy and guidance for documentation, monitoring, evaluating, reporting, problem resolution, and loan servicing.  Finally, included in the Appendix is a glossary of terms and acronyms as well as supplementary information as referenced throughout this guide.

1.2  Air Force Plan to Revitalize Military Housing

Since the end of World War II, it has been Air Force and Department of Defense (DoD) policy to rely on local communities to provide housing for military families and to supplement with military-provided housing only where necessary.  Communities were unable to house the vast numbers of military returning from World War II and the Korean conflict, and consequently the Air Force began an extensive housing construction program.  Approximately 70 percent of the existing DoD housing inventory was built in the 1950s and 60s and is now in serious need of revitalization.

More than 50 percent of Air Force housing does not meet modern standards and requires either major improvement or replacement to meet current needs and provide suitable quality of life to current standards for military families.  Previous studies projected 14,000 new housing units in addition to the current 104,000 unit inventory would be required to meet Air Force housing needs.  DoD has tasked the Air Force to upgrade all required, inadequate housing by or before Fiscal Year (FY) 2010.  Such an effort would cost the Air Force more than $7 billion in military housing funds.  Sufficient funds are not projected to be available during this time period to meet this goal by using traditional housing military construction (MILCON) options.  The shortage of quality affordable housing available to military service members and their families in local communities has reached a point where quality of life, and hence recruitment, retention, and readiness, are impacted.
The 1996 Defense Authorization Act provided the military Services (e.g., Air Force, Army, and Navy) with new authorities to acquire housing for service members.  These authorities, known as the Military Housing Privatization Initiative (MHPI), permit the Services to leverage their limited funds to expedite improvement, replacement, and deficit reduction.  These authorities permit the use of private capital to meet housing requirements.  The goal of the MHPI is to drastically reduce the time required to provide military members with quality, affordable housing and replace DoD’s aging inventory of housing units.  The MHPI offers new authorities allowing the Services to address their housing needs by utilizing privately financed and privately built houses constructed to local market standards (i.e., typical housing size and amenities in the local community), not past MILCON standards.  Beginning in FY 03, new facility size standards for MILCON construction will match the market standards.

Three criteria are used for determining the appropriate investment strategy for revitalization.  If all criteria are met, privatization is generally identified as the preferred method of revitalizing the housing.  If any one of the three criteria is not met, the traditional MILCON method is used.  The three criteria are as follows:

· “Severability” – Air Force guidance is that privatized military housing will be physically separate (geographically separate or severable) from other installation functions.  Accordingly, to be eligible for privatization, it must be possible, but not required, to place a fence around the housing area and to obtain access to the area directly from a public road.  This ensures that if, at a later date, the demand by military families is insufficient to fill all housing, alternate civilian renters could access the housing estate without entering the operational portion of the installation.

· Economic Feasibility, “Scored” Cost – The scored cost is the amount of funds the Office of Management and Budget (OMB) requires the Air Force to budget in the current fiscal year to cover the Federal Government’s costs (and potential costs) associated with the loans, guarantees, and other commitments being made. DoD guidance is that the OMB “scored” cost for housing privatization cannot exceed one third of the estimated MILCON cost to bring all housing units up to modern standards (referred to as a three-to-one leverage in budget authority). 

· Economic Feasibility, Life Cycle Costs – Air Force guidance requires that the life cycle costs associated with privatization be less than the life cycle costs for Government ownership.  

The approach described in this guide matches Air Force requirements and private sector real estate market opportunities to provide the “best value” housing, maximize developer creativity, and return a transaction with high potential for successful execution.  The role of the PSC is central to this program; the PSC assists the Air Force in developing an acceptable and financially feasible concept, completes the RFP, solicits proposals from multiple developers in an open competition, and objectively assesses them against the identified Air Force project objectives.  The Air Force makes all decisions and ultimately selects a developer who will plan, design, develop, renovate, demolish, construct, own, operate, maintain, and manage the housing inventory for up to 50 years.  All privatized units are designated for occupancy by pay grade.  The private developer is paid rent directly from the military members by allotment retroactively, one month in arrears.  Rent is not to exceed the Basic Allowance for Housing (BAH) at the dependent rate for the designated military pay grade, minus an amount sufficient to cover 110% of average estimated utility charges.  Base personnel no longer directly manage, maintain, or control the housing, but validate member’s eligibility to military housing and provide priority referrals to the private developer.

The use of private financing cannot always eliminate the requirement for appropriated funds to support housing needs.  However, privatization leverages the limited appropriated funds available for construction and renovation.  The private sector is willing to invest their resources if the service members’ rents (BAH) and other Air Force inducements sufficiently provide adequate cash flow and return on their investment.  These private funds are used to renovate and/or construct housing units and related amenities traditionally financed through MILCON.

1.3  Overview of the Privatization Process

The life cycle of housing privatization is often described as having five phases, as shown in Exhibit 1.1, Housing Privatization Phases.
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Exhibit 1.1
Housing Privatization Phases

In general, a privatization project progresses steadily through the five phases.  First, the project is identified as a candidate for privatization based on the installation’s Family Housing Master Plan (Phase I, Project Identification).  Starting in June FY–2, prior to the fiscal year in which a project is programmed to be executed, the “best” project concept is developed from among alternatives and a draft RFP is developed and refined (Phase II, Project Definition).  The project is solicited to developers who are invited to submit proposals, and the “best value” development plan is selected (Phase III, Project Acquisition).  The winning developer implements the project as required by the terms of the transactional documents by demolishing, renovating, building, maintaining, and managing housing and infrastructure as required (Phase IV, Project Management).  At the conclusion of the transactional performance period, assets are disposed of and the project is closed out (Phase V, Project Closeout).  

The timeframes shown in Exhibit 1.1 are greatly impacted by the time required to review project documents and obtain approvals on decisions.  The AFCEE Project Management Plan (PMP) seeks to streamline this process by having multiple approval authorities review project documents in parallel and resolving issues early.

1.4  Roles and Responsibilities

Housing privatization involves many participants and stakeholders, each with its own role or interest in the process or outcome.  Exhibit 1.2, Roles of Privatization Stakeholders, provides a summary of the principal parties and their respective roles.  The roles and responsibilities of the Office of the Secretary of the Air Force (SAF) and those of the Office of the Air Force Chief of Staff (CSAF) are considered here collectively as the “Air Force approval authorities.”  Exhibit 1.3, DoD and Air Force Offices with a Role in the MHPI, shows the organizational structure associated with each of the offices identified in this section.

Exhibit 1.2
Roles of Privatization Stakeholders

Stakeholder
Roles

DoD Approval Authorities
· Reports status of MHPI to Congress

· Approves solicitation prior to issue

· Validates economic analysis (EA), Pro Forma, and scoring

· Concurs with selected developer decision

· Makes funds available through the Family Housing Improvement Fund (FHIF) 

Air Force Approval Authorities

(Office of SAF and CSAF)
· Approves project concept and RFP documents

· Endorses selected developer decision

· Signs transactional documents

· Obtains DoD approvals

· Establishes policy and approves waiver requests

· Initiates request for project funding

· Submits all Congressional notifications

Air Force Major Command (MAJCOM)
· Validates project scope

· Approves concept and RFP

· Requests the Air Force concept approval

· Initiates any required waivers to Air Force or DoD policies

· Ensures funding for project

· Selects developer

· Appoints key members and co-chair of the Project Development Team (PDT) and Acquisition Support Team (AST)

· Hires AFCEE and approves all submittals

Installation
· Identifies project requirements

· Assists in project planning and development

· Appoints key members of the PDT and AST

· Oversees privatized housing to ensure it meets requirements

· Leads the Management Review Committee (MRC)

AFCEE
· Manages project definition and acquisition process

· Co-chair of the PDT and AST; support the MRC

· Provides housing and privatization expertise

· Leads Portfolio Management

· Provides contract support

Privatization Support Contractor (PSC)
· Supports project definition and acquisition

· Develops all aspects of the solicitation

· Facilitates the solicitation process

· Assesses proposals and privatization transaction

· Conducts pre-marketing activities

· Participates as a consultant to the PDT and AST

· Assist Air Force in transaction closing

Private Sector Development Community
· Brings private sector funding

· Plans, designs, develops, renovates, demolishes, constructs, owns, operates, maintains, and manages housing

· Member of the MRC

Housing Occupants
· Occupies privatized housing

· Pays rent and utilities from BAH
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The 1996 National Defense Authorization Act provides alternative financing tools to

accelerate Air Force housing revitalization programs for the benefit of Air Force members and
their families.

BACKGROUND: -7

The Air Force Center for Environmental Excellence (AFCEE) is designated by The Air Force
Civil Engineer as the Military Family Housing Privatization Center of Excellence. AFCEE is
tasked to provide Major Commands (MAJCOMS) with technical and management expertise to
execute their housing privatization initiatives and secure quality housing for Air Force familjes
through innovative financing arrangements with the private sector.

OBJECTIVES:

Assist MAJCOMs in execution of privatization initiatives o
Provide cradle-to-grave program management T

Provide professional and technical assistance through each phase of 2 project: Project
Identification, Development, Acquisition, Management, and Close Out -

GUIDING PRINCIPLES: .

I. MAIJCOMs retain the overall ownership for each Family Housing privatization project.
When AFCEE is assigned Source Selection Authority (SSA) the MAJCOM will act as co-
chair with the AFCEE Director. ' -

2. AFCEE will serve as the primary service agent on all housing privatization efforts to
complete feasibility analyses, develop project submittals, and provide-support to the
integrated acquisition teams which will execute the projects.

3. AFCEE will develop, make available and maintain a “Tool Box” of document templates
and a full array of consuitants to accomplish privatization initiatives.

4 AFCEE will develop a detailed project execution schedule that identifies all base-level
tasks, and the level of effort needed to complete each task, identifying actions to be
completed by either AFCEE, contract support or the MAJICOM, -

5. AFCEE, in conjunction with the MAJCOM and the installation, willdevelop and
implement a project-specific management plan (PMP) for each project in accordance with
the attached schedule of services. SRR

4

ORGANIZATION AND SERVICES: ‘ :

AFCEE’s capabilities include a cadre of experienced engineers and architects dedicated to the

execution of Family Housing Programs, a dedicated staff of contracting specialists

experienced in source selection processes, and contracts to assist with environmental,
engineering, finance, real estate and other issues surrounding privatization. [n addition,

AFCEE will maintain knowledgeable Family Housing specialists who, in concert with the

above resources can provide guidance and experience towards achieving the Air Force's

privatization goals and developing projects. Center of Excellence actions will includc an

Atch

-



Exhibit 1.3
DoD and Air Force Offices with a Role in the MHPI 

1.4.1  Deputy Assistant Secretary of the Air Force [Installations] (SAF/IEI)

The Deputy Assistant Secretary of the Air Force [Installations] (SAF/IEI) is responsible for providing policy and oversight for planning, programming, budgeting, and execution of Air Force Military Family Housing (MFH), acquisition, purchase, lease, and disposal of real property, and oversight of the MHPI.  SAF/IEI is the principal interface with the Office of the Secretary of Defense (OSD) and Congress on these matters.  SAF/IEI retains the authority to approve the selection of an offeror and to sign the final transactional documents on behalf of the Air Force.  SAF/IEI also chairs the Air Force Housing Executive Steering Group (ESG).  The ESG serves as the focal point for reviewing the status of projects, assisting in overcoming roadblocks, advancing the approval process, and developing policies and guidance.  The ESG is comprised of members with expertise in housing operations and construction program management (AF/ILE), contracting (SAF/AQC), budgeting and cost estimating (SAF/FMB, SAF/FMC), and legal issues (SAF/GCN, AF/JAG).  The ESG also provides assistance to the MAJCOMs by validating project requirements and facilitating project approvals through OSD.  As the ESG Chair, SAF/IEI is also responsible for promoting a single Air Force voice before Congress, OSD, and the other military departments. 

1.4.2  The Civil Engineer of the Air Force (AF/ILE)

AF/ILE is responsible for providing the bases, infrastructure, and facilities necessary to support the global engagement of aerospace forces across the spectrum of conflict.  

1.4.2.1  AF/ILE Composition

AF/ILE is comprised of two field operating agencies (AFCEE and the Air Force Civil Engineer Support Agency [AFCESA]) and the following six divisions:

· Engineering (AF/ILEC)

· Housing (AF/ILEH)

· Operation & Maintenance (AF/ILEO)

· Programs (AF/ILEP)

· Environmental (AF/ILEV)

· Readiness & Installation Support (AF/ILEX)

1.4.2.2  Air Force Integrated Process Team (IPT)

AF/ILEH provides Air Force personnel and their families access to adequate housing.  AF/ILEH chairs the Air Force IPT which meets monthly to address program/policy issues, develop process guidelines and policy, define criteria for identifying and integrating candidate private sector–financed projects, develop Air Force private sector–financed programs by MAJCOM requirements and advocate use of Air Force and DoD resources to fund privatization efforts, advocate Air Force projects for OSD approval, monitor and support acquisition teams in the field, assist MAJCOMs in conducting feasibility analyses at specific bases and validating project requirements, apply performance standards to monitor progress and results in use of utility privatization authorities, and report progress of privatization projects to the ESG.  The Air Force IPT membership includes:

· Installation Support Branch (AF/ILEXO) 

· Environmental Planning Branch (AF/ILEVP) 

· Directorate of Personnel, Military Compensation & Legislation Division (AF/DPPC) 

· Air Force Judge Advocate (AF/JAG) 

· Secretary of the Air Force General Counsel [Installations & Environment] (SAF/GCN) 

· Deputy Assistant Secretary of the Air Force (Contracting), Operational Contracting Division (SAF/AQCO) 

· SAF/IEI

· Deputy Assistant Secretary of the Air Force (Cost & Economics), Directorate of Economics & Business Management, Economics Division (SAF/FMCE)

1.4.3  Air Force Center for Environmental Excellence (AFCEE)

HQ AFCEE is a Field Operating Agency (FOA) for AF/ILE offering commanders a full–range of technical and professional services in environmental areas, comprehensive planning, design and construction management, and housing privatization.

1.4.3.1  Air Force Military Housing Privatization Center of Excellence 

In August 1998, AFCEE was designated by AF/ILE as the Air Force’s Military Housing Privatization Center of Excellence.  To support Air Force housing privatization, AFCEE developed an internal project management structure and approach that can be tailored to particular MAJCOM needs for cradle-to-grave program management.  Key elements of this approach include assignment of an experienced project manager; availability of specialized contracting, real estate, and legal support services; customized statements of work and contract vehicles; and development of specialized materials such as this guide.

AFCEE’s charter identifies three objectives:  (1) assist MAJCOMs in execution of their privatization initiatives, (2) provide cradle-to-grave program management, and (3) provide professional and technical assistance through each phase of a project.  AFCEE can provide a wide range of services; however, the role of AFCEE on any given project can be adapted based on installation or MAJCOM experience, skills, and needs.  Typically, AFCEE will co-chair the Project Development Team (PDT) and the Acquisition Support Team (AST) with the MAJCOM, as described in Chapters 2 and 3, respectively.  AFCEE will serve as the primary communication link between the PSC (as well as any other contractors) and the Government and will be responsible for overseeing contractors’ performance. AFCEE also provides other contract services in support of housing programs, such as Environmental Baseline Surveys (EBSs), Housing Market Analyses (HMAs), metes and bounds surveys, topographical maps, geotechnical services, and inspection services.  Once a developer is selected, AFCEE will support the Management Review Committee (MRC) as the AF portfolio manager.   

1.4.3.2  Air Force Housing Privatization Portfolio Manager

In February 2001, AFCEE was assigned the role of Housing Privatization Portfolio Manager for the Air Force.  This long-term responsibility is for oversight of the Air Force MHPI projects, including monitoring and reporting the status of project requirements and facilitating problem resolution.  The portfolio management function begins at transaction closing and ends upon expiration of all project transactional documents to which the Air Force is a party, including all successive terms as may be negotiated or required by regulation.  (Note:  Transaction closing is synonymous with real estate closing.)

1.4.3.3  Contracting Support through 311 HSW/PKOA

AFCEE has a dedicated privatization contracting staff, which will perform all contracting actions needed for the housing privatization effort.  The CO will provide all official direction to the consultants and provide business advise to AFCEE management.

1.4.3.4  AFCEE Funding of PSC and RFP Supporting Documents

AFCEE will program for the funding of the PSC contracts and RFP supporting documents, including the costs for EBSs, Environmental Analyses, site surveys, geotechnical reports, and property appraisals, if required.  AFCEE will program for the portfolio management services. 

1.4.4  Privatization Support Contractor (PSC)

As a private sector financial and business advisor, the PSC will use its experience in structuring complex real estate transactions to do the following:

· Match Air Force requirements to real estate market opportunities;

· Maximize developer creativity;

· Streamline the process of selecting a developer for the real estate transaction; and

· Facilitate a transaction that brings quality, affordable housing for Air Force service members that has high potential for successful execution.
A careful balance must be struck in each privatization transaction to provide the PSC with sufficient latitude to facilitate the competition process while ensuring the Air Force retains all inherently governmental responsibilities.  The PSC will be tasked to assist the Air Force in developing all aspects of a solicitation addressing the requirements for revitalizing military housing.  Using a fair, open, competitive process, the PSC will solicit multiple potential developers and assess their proposals in terms of objectives and evaluation criteria approved by the Air Force.  The PSC will present to the Air Force a formal briefing of the results of its assessment of the proposals, allowing the Air Force to make the “best value” determination.  Air Force personnel will brief the Selection Authority, ESG, CSAF, Secretary of the Air Force (SECAF), and Deputy Under Secretary of Defense [Installations and Environment] (DUSD[I&E]).  The PSC may be available for support.  Once a selection has been approved, the PSC will assist the Air Force in finalizing the transactional documents leading to transaction closing.

1.4.5  Major Command (MAJCOM) 

The MAJCOM has two key roles for housing privatization projects.  First, as the organization that “owns” the installation, they are a direct beneficiary of the privatized housing, and as such are an active participant in project identification, definition, and acquisition activities.  Second, as the party responsible for programming and budgeting funds for the project, they have oversight responsibilities and project approval authorities. 

The MAJCOM is responsible for supporting the installation throughout the process, including conducting site visits, developing and submitting project information and plans, approving and reporting schedule and progress to AF/ILEH, obtaining authorities to advertise and award, and resolving conflicts.  The MAJCOM is responsible for obtaining sufficient funding to execute the privatization project (PSC and related RFP development funding is programmed by AFCEE; i.e., travel, staffing, inspection, etc.) and coordinating review for Air Force approval.  The MAJCOM provides personnel as required and participates in development, reviews, and ultimately approval of document submittals.  It also provides oversight, support, and guidance, as necessary, to the installation during and after project award.  The MAJCOM is the lead for obtaining approvals with ESG, CSAF, SECAF, and DUSD(I&E) and in presenting the project at all high-level briefings.  The MAJCOM/CV is generally designated as the Selection Authority for selecting the developer.

Three working-level organizations in which the MAJCOM should play a significant role are the PDT (during project definition), the AST (during project acquisition), and the MRC (during post award project management).  Although each of these teams is distinct because of its special purpose, each one is likely to include some of the same key people.  These organizations are further explained in sections 1.4.7, 1.4.8, and 1.4.9, respectively.

The lead office within the MAJCOM is the civil engineer directorate (i.e., MAJCOM/CE).  As such, MAJCOM/CE performs the function of the Air Force Program Manager and is responsible for all coordination and approvals required by MAJCOM and installation offices and senior advisors.  They are also responsible for authorizing all changes in scope, obtaining any necessary waivers/approvals and approving all AFCEE submittals and execution schedules. 

1.4.6  Installation

The installation is involved in all aspects of the project development and base approvals, but it is particularly involved in up-front identification of the requirements and oversight of the housing developer.

Using established policy and procedures, the installation identifies housing project requirements and submits project requests to their MAJCOM.  The installation is responsible for identifying housing deficiencies, current requirements, and the planned scope of the housing project.  Its primary responsibility is to identify functional and technical project requirements, including housing unit types, grade mix, renovation/new construction requirements, utility requirements, environmental conditions, and local environmental policies.

The installation is responsible for hosting site visits, providing necessary project documents in a timely manner, participating in all submittal reviews and program decisions, and supporting the MAJCOM in preparing for and obtaining approval of project documents.  Once a project is approved for award, the installation provides project management support for the term of the agreement.  The installation is responsible for establishing a long-term Project Management Office (PMO) to provide day-to-day oversight and to handle management issues from the installation’s perspective.  The installation will ensure the PMO has a plan in place for handling or overseeing the post-acquisition aspects of this program.  The requirements for PMO support (duration and type of support [contracted versus government]) will be determined by the installation.  The Management Review Committee (MRC) will enter into the situation when decisions need to be made at the Wing Commander’s level.  The Base Project Manager (BPM) is responsible for coordinating various aspects of the project among installation functions and with installation senior management.  Installation personnel are a critical part of the PDT and the AST discussed in sections 1.4.7 and 1.4.8, respectively.
1.4.7  Project Development Team (PDT)

1.4.7.1  PDT Composition

The PDT is the working group most directly involved in developing project details and resolving issues on a day-to-day basis.  The team is generally co-chaired by the AFCEE Project Manager and MAJCOM Project Manager (MPM) and consists of a BPM and other MAJCOM and base representatives from financial management, base civil engineering (including housing and utilities), contracting, public affairs, and legal.  When referring to the cross-functional members from AFCEE, MAJCOM, and base representatives supporting the PDT, they are considered here collectively as members of the AFCEE, MAJCOM, and base IPTs, as shown in Exhibit 1.4, Composition of the Project Development Team.  Other MAJCOM or base organizations may need to be included in PDT meetings, such as Security Forces, Fire Department, Communications, Services, Real Estate, Manpower, Environmental, or Medical Support, as requirements dictate.  Responsibilities for each PDT member are included in the PMP.
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MEMORANDUM FOR ALMAJCOM/CE HQ USAFA/CE 31, SEP 2000

FROM: AF/ILE
1260 Air Force Pentagon
Washington DC 20330-1260

SUBJECT: Housing Privatization Policy

We have come a long way since the housing privatization program started. Over the past
four years, we have developed and tested a number of concepts, processes, techniques, and
execution methodologies, all very creative and all designed to bring housing privatization to
fruition. Not surpri singly, we have learned many lessons along the way. Now, with two pilot
projects awarded, two near award and two more nearing solicitations, we are ready to define a

few parameters for future projects.

Although the five-year pilot program will expire in Feb 01, we anticipate Congress
extending the authorities for housing privatization. Attachment 1 provides Air Force policy on
specifie concepts and issues that have been tested and determined to be in the best interest of the
Air Force. These and other policy issues will be incorporated and/or updated in the next release
of the Air Force Housing Privatization Policy and Guidance Manual and changes to Air Force
Instructions relating to Military Family Housing. To that end, and allowing for the award of the

- next three projects and applying lessons learned, we plan to field this update by 1 Jan 01.

As you know, AFCEE has been designated the Housing Privatization Center of
Excellence (Attachment 2). As such, they have a core of experienced professionals and
consultants on board to address the unique issues, concerns and aspects of housing privatization. -
Specifically, they provide services ranging from advisor on specific privatization issues, to
project agent with cradle to grave responsibilities. Further, AFCEE is clearly the right choice for
the role of housing privatization portfolio manager that includes project documentation,
monitoring, loan servicing oversight, and problem resolution through the life of the projects. In
the interest of leveraging our scarce resources, MAJCOM:s should use the services of AFCEE to
the maximum extent possible in devcloping and executing privatization projects.
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Exhibit 1.4
Composition of the Project Development Team

1.4.7.2  PDT Roles and Responsibilities

The PDT will review and analyze project requirements and privatization alternatives leading to project concept approval; conduct a Site Orientation Visit (SOV) including a tour of on-base and off-base housing to ensure all parties understand what is required for the project to be successful and to see the installation’s housing situation first hand; host three workshops to develop concept and RFP; and lead discussions with local community and municipal leaders.  The PDT will identify potential problems and assign responsibility for Government action.  Members of the PDT are expected to be able to accept assignments on behalf of their organization, represent their organization’s interests, and involve personnel with special knowledge and skills from within their organization as needed. 

1.4.7.3  PDT Interface with the PSC

The PSC will be an integral part of the PDT.  The PSC will facilitate all workshops, prepare and distribute workshop materials, facilitate PDT meetings, and provide other support.  Only the AFCEE Contracting Officer (CO) or the AFCEE Project Manager, as the Contracting Officer Representative (COR) and member of the PDT, can direct the PSC to perform work and direct changes to the PSC contract.

1.4.8  Acquisition Support Team (AST)

1.4.8.1  AST Composition
The AST is most active during the Project Acquisition phase.  However, the AST members will be assigned earlier in the process in order to help develop, review, and approve the PSC’s execution plan.  This plan contains the factors, standards, and methodology upon which the proposal evaluation is based.  During Project Acquisition, the AST will draw upon the expertise available through existing AFCEE, MAJCOM, and base IPT members. The AST is co-chaired by the AFCEE Project Manager and MPM, with the full-time participation of the BPM or representatives, and technical and other specialized advisors as needed.  Typically, the key participants in the PDT also participate in the AST, although roles and responsibilities may be different and the PSC is a consultant to the AST, as shown in Exhibit 1.5, Composition of the Acquisition Support Team.  At least one of the members of the PDT must also be a member of the AST for the sake of continuity.  In general, the AST voting members should consist of at least 50 percent of MAJCOM and base personnel.  All decisions and recommendations will be jointly approved or disapproved by the AST.  The AFCEE Project Manager, in conjunction with the MPM, is responsible for planning, organizing, leading, and executing activities of the AST while assembled, serving as the primary administrator and quality control for the Selection Authority.
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Exhibit 1.5
Composition of the Acquisition Support Team

1.4.8.2  AST Roles and Responsibilities

Although the PSC will be responsible for the majority of technical support and initial assessments of the proposals, the AST will be charged with overseeing the PSC’s work through the AFCEE COR and/or CO.  The AST will ensure that (1) PSC-recommended solicitation documents are acceptable; (2) any issues which arise during Project Acquisition are appropriately resolved; (3) the PSC’s Execution Plan for soliciting and assessing development proposals is adhered to; (4) all selection documentation are adequately and properly prepared before MAJCOM/CV approval; and (5) it performs all inherently governmental functions during the acquisition phase.  The AST must ensure proper assessment of proposals using the PSC’s input, identify the “best value” development transaction for the Air Force, and make recommendations to the Selection Authority (typically the MAJCOM/CV).  The role of the AST is analogous to that of a source selection evaluation team.  Additionally, the AST must maintain adequate insight of and involvement into the process to be intimately familiar with the proposals in order to be able to perform their inherently governmental functions.  The AST co-chairs will provide letters of appointment to AST members (based on base and MAJCOM nominations approved in the PMP) as discussed in section 3.4.2.

All Government personnel assigned to the AST shall consider this duty as their primary responsibility.  Their AST assignment shall take precedence over all other work assignments.  Supervisors are responsible for ensuring that other work assignments do not conflict with subordinates’ AST duties.  Key members of the AST, such as the co-chairperson and the CO, must have selection experience, if possible, and be designated early.  

1.4.8.3  AST Interface with the PSC

Although the AST interfaces with the PSC throughout Project Acquisition, their primary interface occurs when the PSC briefs their assessment of developer proposals as described in Chapter 3.  Other meetings and contacts may occur during the solicitation stage as determined by the AST co-chairs.

1.4.9  Management Review Committee (MRC)

1.4.9.1  MRC Composition

The minimum membership of the MRC will consist of the Installation Commander or his or her designee as the Chairman, the developer’s senior local manager, the Installation Housing Officer, legal, contracting, Base Civil Engineer (BCE), two tenant representatives of the development, and other representatives assigned by the Installation Commander (e.g., base PMO), as shown in Exhibit 1.6, Composition of the Management Review Committee.  Although AFCEE and the MAJCOM are not members of the MRC, both organizations can be involved as requested by the base through the MAJCOM.
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We have come a long way since the housing privatization program started. Over the past
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execution methodologies, all very creative and all designed to bring housing privatization to
fruition. Not surpri singly, we have learned many lessons along the way. Now, with two pilot
projects awarded, two near award and two more nearing solicitations, we are ready to define a

few parameters for future projects.

Although the five-year pilot program will expire in Feb 01, we anticipate Congress
extending the authorities for housing privatization. Attachment 1 provides Air Force policy on
specifie concepts and issues that have been tested and determined to be in the best interest of the
Air Force. These and other policy issues will be incorporated and/or updated in the next release
of the Air Force Housing Privatization Policy and Guidance Manual and changes to Air Force
Instructions relating to Military Family Housing. To that end, and allowing for the award of the

- next three projects and applying lessons learned, we plan to field this update by 1 Jan 01.

As you know, AFCEE has been designated the Housing Privatization Center of
Excellence (Attachment 2). As such, they have a core of experienced professionals and
consultants on board to address the unique issues, concerns and aspects of housing privatization. -
Specifically, they provide services ranging from advisor on specific privatization issues, to
project agent with cradle to grave responsibilities. Further, AFCEE is clearly the right choice for
the role of housing privatization portfolio manager that includes project documentation,
monitoring, loan servicing oversight, and problem resolution through the life of the projects. In
the interest of leveraging our scarce resources, MAJCOM:s should use the services of AFCEE to
the maximum extent possible in devcloping and executing privatization projects.
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Exhibit 1.6
Composition of the Management Review Committee

1.4.9.2  MRC Roles and Responsibilities

During the Project Management phase, the Air Force and the developer will establish an MRC to discuss and resolve any issues relating to routine facility operations, quality of service, housekeeping, safety, security, and other issues and administrative matters pertaining to the operation and maintenance of the development.  In addition, the MRC will review planned expenditures from the Reinvestment Account and make recommendations to the Installation Commander.  The MRC will typically meet on a quarterly basis, or as needed.

1.4.10 Communications with the Private Sector Development Community

Exhibit 1.7, Communications with the Private Sector Development Community, shows the formal lines of communications among the parties.  As the execution agent, AFCEE coordinates with all parties as needed and is the sole interface between the PSC and other consultants through its contracting office.  The MAJCOM is responsible for all program issues and requirements, including approval of all scope changes and submittals, and keeping approval authorities informed of project status as well as coordinating submittals, reviews, and requirements to and from the installation.  Communications with the private sector development community are divided.  AFCEE is the sole source of information for the development community regarding contracting issues through its PSC consultant.  The installation should be the primary point of contact regarding logistical issues, such as site visits.  The PSC is tasked with communicating market opportunities to the development community, within guidelines established by the Air Force.

Exhibit 1.7
Communications with the Private Sector Development Community
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CHAPTER 2:  Project IDENTIFICATION AND DEFINITION

This chapter provides details on the Air Force’s process of developing privatization projects.  It is intended to provide a guide and not to prescribe a rigid, methodical process.  Each project has unique requirements, stakeholders, and realities that must be taken into account in mapping out the process and schedule for the particular process.  The purpose of this chapter is to convey AFCEE’s vision of the interactive nature of this process based on the lessons learned from projects executed thus far.

2.1
Air Force Family Housing Master Plan

The Air Force has developed a Family Housing Master Plan (FMHP) for each base to help determine, in part, which projects have potential for privatization.  The FHMP articulates the Air Force’s investment strategy to meet housing needs through the use of traditional construction funding and privatization.  The Master Plan identifies the most cost-effective and time-efficient investment option at each installation (i.e., use of traditional construction options and/or the MHPI) to meet the housing requirements of military families consistent with Congressional and DoD directives.  The Air Force intends to update the Master Plan annually and each installation plan every three years.  At installations that are 100% privatized, only the HMA will be updated every three years unless the manning changes significantly.  The Air Force recognizes that the military, social, and economic conditions that influence the plan are constantly changing.  Accordingly, the plan allows for the incorporation of changes in conditions and the update of investment strategies, costs, and priorities. 

The Air Force plans to use the Family Housing Master Plan to prepare Program Objective Memoranda (POM) and Budget Estimate Submittals (BES).  Accordingly, future budget documents are to be based on, and be consistent with, the Master Plan and supporting installation data.

The Air Force Family Housing Master Plan is based on each installation’s family housing master plan.  Each Installation Master Plan identifies the existing inventory, the actions and costs required to meet modern standards, the remaining economic life of surplus housing, and the timing of the phase-out of surplus housing so that the local housing market is not disrupted.  Each installation plan also identifies the costs for various categories of utilities, maintenance, repair, and other residential services.  In addition, it provides a preliminary assessment of the feasibility of privatization.  The Air Force Family Housing Master Plan prioritizes the revitalization of Air Force housing and identifies those projects and installations that present good candidates for privatization.  

2.2
Planning Instruction

Project development begins when AF/ILEH initiates a planning instruction (PI).  The PI notifies the MAJCOM of their upcoming project and requests certain programming documents be submitted.  The MAJCOM will task the base to prepare programming documents based on the approved installation Master Plan.  The MAJCOM reviews, approves, and forwards these programming documents to Air Staff for inclusion in their program.

2.3
Design Instruction

Following receipt and approval of the project programming documents, AF/ILEH will issue a Design Instruction (DI).  The DI notifies the MAJCOM that they have a validated project, can start design activities, and commit funds to execute the project.  A key decision resulting from the DI is the selection of the MAJCOM’s execution agent.  The MAJCOM may select AFCEE as the execution agent or determine to use other resources in lieu of AFCEE.  Any changes from the FHMP should be coordinated with and approved by AF/ILEH prior to initiating contract actions with the execution agent.  

2.3.1  MAJCOM Requests AFCEE Support

There are a few key decisions that the MAJCOM must make when it selects AFCEE as its agent for privatizing housing at one of its bases.  These issues should be addressed with AFCEE early on to ensure that AFCEE is fully engaged and that the MAJCOM and AFCEE have agreed on the process, outcomes, and delivery dates.  The key decisions are as follows:

· The initial MAJCOM tasking to AFCEE should be in the form of a DI.  This document should clearly indicate program fiscal year, location, scope; specific MAJCOM schedule goals; point of contact including phone number; whether the scope as defined in the FHMP is to be followed or approved alternate goals have been set; and any unique requirements.

· Working relationship between AFCEE, the MAJCOM, and the installation – the role of each party needs to be defined so that AFCEE knows how the MAJCOM intends to communicate and work lines of authority.  The roles and responsibilities are to be codified and included in the Project Management Plan (PMP) as described in section 2.4.  If the housing project is already underway, this is also the opportunity to update the approach laid out in the PMP to be consistent with the current status of the project.  

· Criteria upon which project requirements will be analyzed – Project costs are heavily dependent on project requirements (e.g., number of units, extent of renovations, and new construction standards).  Factors to consider include the following:  percentage of housing requirement to be met; housing standards; and use of on-base, off-base, or severable property.  

· Contractor support to be utilized – The statement of work for the PSC needs to be tailored, funds for PSC need to be obtained, and other contractor support needs to be identified and put in place.  The MAJCOM and AFCEE are each responsible for specific activities to make this happen.  The MAJCOM must concur with AFCEE’s PSC recommendation.  AF/ILEH must provide funds.  AFCEE must ensure contracting documents are finalized in a timely manner so that the PSC and any other contract support is available when needed.

· Funding – Typically, AFCEE has already programmed funds for each project, assuming MAJCOMs will elect to use their services and the PSC process.  These funds are sent directly to AFCEE by AF/ILEH.  If the MAJCOM has requirements in addition to that required for the PSC contract or other contracted services required to complete the RFP, they must provide funding along with a request for contracting services.  This may include additional feasibility studies, PMO staffing or inspection services.  In either case, AFCEE can provide an estimate of the funding requirements, if requested.

2.3.2  AFCEE Requests MAJCOM Validation

Although Air Staff has recommended MAJCOMs use AFCEE as the execution agent for housing privatization projects, AFCEE will not begin work on a project until the MAJCOM officially requests AFCEE to do so.  After receipt of the AF/ILEH DI, AFCEE sends the MAJCOM/CE a confirmation memorandum requesting their written concurrence to initial project execution and to validate the project requirements and scope as outlined in the FHMP.  In this memorandum, AFCEE also requests that the MAJCOM provide copies of programming documents developed for this project.

2.4  Project Management Plan (PMP) Development

AFCEE’s first step after being designated as the execution agent is to document the agency relationship in a PMP.  This document identifies the specific roles and responsibilities of the MAJCOM, base, and AFCEE personnel in executing the project and delineates any special requirements or decisions.  The PMP supplements this guide and is tailored to the specifics of the project.  AFCEE will provide a draft of the PMP to the MAJCOM and base for their review and will ensure that it is consistent with the key decisions made when the MAJCOM selected AFCEE as its agent.  This document is then signed by the various project managers.  At a minimum, the PMP should include the following:

· Working relationship between AFCEE, the MAJCOM, and the installation;

· Contractors to be utilized;

· Criteria upon which project requirements will be established;

· List of existing documents; 

· Name, email address, phone, and fax number of each PDT and AST member as well as others that might need to be contacted regarding this project (especially installation personnel); and

· Notional schedule of major milestones and products up to transaction closing.  

The notional schedule is intended to be executable within existing process timeframes and constraints.  It includes an office of primary responsibility for each activity, notes, predecessor relationships, and potential start and end dates of activities for the various stakeholders to reference throughout project definition and acquisition.  Approval of the notional schedule is the MAJCOM’s and installations’ commitment to meet agreed to events and time frames.  A Generic Project Milestone Schedule is included in Appendix D.

2.5  Initiate PSC Support

Consistent with the PMP, AFCEE will begin the process of selecting the PSC as early as possible.  The selection is based upon the “fair opportunity” criteria contained in their IDIQ contract.  AFCEE will typically request MAJCOM’s input into the selection criteria of the PSC.  Customer input (or “User Preference”) is one of the eleven criteria used in assessing the PSCs.  An advantage with involving the PSC early is that the PSC may have valuable insight as to what would make the transaction more marketable to developers.  Regardless of when the PSC becomes directly involved, AFCEE can retain the PSC as long as AF/ILE or the MAJCOM has provided funding.

With funding and authorization, the AFCEE Project Manager prepares the required funding documents (e.g., Air Force [AF] Form 9), government cost estimate, and Statement of Objectives (SOO) for the PSC’s initial task order.  The SOO is divided into five work segments.  The AFCEE CO issues the SOO to the selected PSC requesting a proposal.  The PSC will initially price all work segments.  Each work segment will be exercised at the appropriate time in accordance with the schedule.  PSC support is initiated following proposal evaluation, negotiation, and contract award of work segment one. 

2.6  Technical Documents Compilation

The PSC will compile reports and studies necessary to support the solicitation as technical references.  These may include, but not be limited to, environmental assessments, utilities drawings, EBSs, geotechnical and topographic surveys, metes and bounds surveys, property surveys, real estate appraisals, and other technical documents as may be required to adequately characterize the project.  As necessary, the PSC will prepare, update, and/or revise technical information to develop the solicitation documents and to compile accurate and complete technical references.  Additionally, the PSC will collect all documents in electronic format whenever possible and make all documents suitable for a web-based solicitation.

Prior to the Site Orientation Visit (SOV) with the PSC, the AFCEE Project Manager conducts an initial site SOV at the installation to introduce AFCEE to the Wing leadership, review the project scope, explain the PSC process, and solicit Wing leadership endorsement on the execution process and schedule.  Soliciting Wing leadership endorsement prior to the PSC’s involvement is essential to the success of the privatization project.

2.7  Site Orientation Visit (SOV) with the PSC

The purpose of the site orientation visit (SOV) is two-fold.  First, it is an opportunity for PDT members (including the PSC) to “get up to speed” about the housing privatization process and how it will be applied to this project.  Second, it is an opportunity to consolidate project requirements and consider any revisions in light of changes in the market, or other circumstances.  Installation staff should be sufficiently knowledgeable about the project to address general community concerns and issues, and MAJCOM staff should be able to apprise Air Staff of project schedule and status.  

2.7.1  Prior to the SOV – AFCEE Activities

As soon as the MAJCOM validates the project requirements, AFCEE will begin preparing for the SOV visit as follows:

· Schedule a meeting date as early as possible at the installation and identify an installation point of contact (POC) for meeting logistics. 

· Ensure MAJCOM and installation POCs communicate with PDT members and their supervisors to ensure their availability for the project.

· Ensure key participants in the meeting have the following materials prior to the meeting:

· AFCEE PMP;

· Air Force Housing Privatization Execution Guide;

· Housing Community Profile (HCP);

· Housing Market Analysis (HMA);

· Family Housing Facility Assessment;

· Project planning and programming package (Defense Department [DD] Form 1391);

· Military Family Housing Justification (DD Form 1523); and

· Project map (if available).

2.7.2  Prior to the SOV – Installation Activities

Prior to the SOV, the installation POC should make arrangements for meeting space, meetings with the installation commander, a tour of the facility, and walk-throughs of each category of housing as needed.  Installation personnel will gather all existing housing-related information and provide it to key PDT members at the SOV.  Listed below is a compilation of information that will form the basis of the requirements analysis and assist in considering alternative solutions of the MHPI authorities.  Most of this should be existing information, but some may need to be updated or collected prior to the SOV.  All data should be provided in electronic media, if possible:

· HMA

· HCP and Condition Survey

· Updates on any HMA and HCP more than one year old

· Family housing facility assessment

· Demographic data on housing occupancy rates, and waiting list data, etc.

· Current three year aging of housing activity (e.g., move-ins, move-outs, waiting lists by rank, etc.) with explanations of any unusual events which skew these numbers

· Five year forecast of estimated housing needs

· Housing area site plans

· Breakdown of units by number of bedrooms

· House plans (by type)

· Local housing market data (sizes, availability, and rental amounts)

· Current BAH rates for all ranks

· Base comprehensive plans 

· Utility rates (both public and base-owned) and utility historic consumption data

· Property tax rates for adjacent communities

· Proposed MILCON housing project information
· EBSs (if available)

· Base utilities site maps (electronic versions)

· Metes and bounds site survey data (if available)

· Information on public schools in the area

· Historic preservation information (if applicable)

· Traffic studies

· Air installations compatible use zones (AICUZ) [noise] studies, if applicable

· Any special challenges to potential privatization (e.g., land use issues, AICUZ, environmental, isolation, utilities, security, etc.)

The installation must dedicate sufficient staff resources to gather this information prior to the SOV.  In general, this requires personnel with the following areas of expertise before and during this meeting:

· Utilities – knowledge of sources, types of utilities, installation requirements (e.g., above or below ground), location of connection points, typical demand per unit, and costs;

· Housing – current and projected demand for various grades, housing assignment procedures, and installation requirements; and

· Maintenance/Construction – condition of existing units and renovation requirements and costs.

2.7.3  During the SOV

The PDT should tour representative units of all categories of on-base housing, including improved/renovated units as well as unimproved units during the visit.  For comparison, the same individuals should tour apartments and rental houses available in the local, private market.  The PDT should also review assigned suspenses and confirm project milestone goals. 

Toward the end of the meeting, the AFCEE and MAJCOM Project Managers together with other members of the PDT, especially installation personnel, should brief the Installation Commander about the planned schedule of the project and any constraints placed on alternatives to be considered. 

Additional information may be required from the installation and MAJCOM to support consideration of various privatization alternatives.  The PSC will prepare minutes of the meeting, including an after-actions report.  Each member assigned a suspense will be expected to work closely with other team members to ensure data collection needs are clearly communicated and provided as requested.

2.8  Execution Plan

In addition to participating in a SOV at the base, the PSC will prepare, revise (as necessary), and submit a detailed Execution Plan for approval by the base and MAJCOM.  The Execution Plan will identify the specific methodology, project organization and team structure, and milestones for performing the PSC’s responsibilities for the period up to and including transaction closing.  The Execution Plan will include, but not be limited to, the PSC’s detailed plans and recommendations for:

· Gathering all pertinent information necessary to prepare the RFP and all other supporting documents;

· Preparing financial documents to include preliminary Economic Analysis (EA) and preliminary Pro Forma;

· Preparing legal documents that are fully enforceable in accordance with the laws of the state in which the installation is located and are fully consistent with the business terms, conditions, and requirements of the RFP;

· Preparing necessary briefings to obtain Concept Approval from higher headquarters;

· Researching and identifying interested industry sources;

· Communicating with industry and Air Force workgroups during all phases including handling of input and inquiries from offerors;

· Releasing the draft RFP to industry for comment;

· Hosting an industry forum with interested developers;

· Conducting discussions during the solicitation phase;

· Establishing a selection process;

· Documenting communications;

· Compiling and responding to inquiries from potential offerors throughout the entire process;

· Coordinating with the AFCEE CO prior to release to the offerors or the public all written communication regarding modifications of and responses to inquiries about the RFP;

· Establishing steps or processes the PSC will use to ensure the solicitation and proposal assessment process remains fair and competitive and to solicit interest from the maximum number of qualified sources;

· Identifying when the preliminary EA and preliminary Pro Forma for the project will be updated; 

· Identifying the assumptions that will be used in the financial analyses (must include the Pro Forma Financial Criteria included within the government-furnished documents); and

· Establishing transaction closing.

The PSC will prepare and assist the Air Force, if required, in their briefing to obtain Selection Authority Approval on the proposed project Execution Plan.  

2.8.1  Competition Plan

As the first attachment to the Execution Plan, the Competition Plan will provide a detailed plan for how proposals will be evaluated and the basis on which the competing offerors will be assessed by the AST and the basis for the “best value” determination by the Air Force.  The Competition Plan will identify in detail the steps to be used in evaluating proposals, including the specific evaluation factors and subfactors, PSC staff and their functional skills to be used in evaluating proposals, and the forms the staff will use to document each step of the source selection process.  

2.8.2  Project Milestones and Schedule

As the second attachment to the Execution Plan, the PSC (using the AFCEE preliminary project schedule) will develop a Project Milestones and Schedule.  The PSC will revise and deliver a copy of the project schedule file each month to accommodate Air Force–approved changes to the project schedule throughout the process.  All necessary steps and events up to and including transaction closing will be included in the Project Milestones and Schedules.

2.8.3  Approval Process

The Execution Plan must be reviewed and approved by the base and MAJCOM as early as possible so that the PSC can begin communicating the potential opportunity to the private sector development community and begin refining the project concept and draft RFP.  

The MPM will provide AFCEE a copy of the MAJCOM/CV’s Staff Summary Sheet approving the Execution Plan.  Following AFCEE, base, and MAJCOM review, the MAJCOM will brief the Selection Authority (typically the MAJCOM/CV) on the PSC’s Execution Plan, if required.  The MAJCOM/CV then approves the plan indicating MAJCOM support to the process and selection methodology.  The MAJCOM and base will also review and approve the project schedule.  This approval is their commitment to meet agreed upon milestones outlined in the schedule.  It is anticipated that the MAJCOM/CV will be briefed on the plan and has approved it prior to the first PDT workshop.  Provisions within the Execution Plan are then incorporated into the draft RFP documents by the PSC. 

2.9  Concept Development and Approval

Following MAJCOM/CV’s approval of the PSC’s Execution Plan, AFCEE and the MAJCOM will schedule three PDT workshops in support of concept development and approval and preparation of the draft RFP.  Following each workshop, the PSC will prepare workshop minutes and resolve action items.

The purpose of the first PDT workshop is for the PDT to determine the best approach to meeting the installation housing requirements through privatization.  Team members should seek consensus on three issues, namely, the scope of the project, use of MHPI authorities, and alternative solutions in order to decide the best concept.  Some project variables are listed below: 

· Use or application of MHPI authorities;

· Site or location for housing;

· Density of housing;

· Number of new or renovated housing units;

· Number of housing units conveyed to the developer;

· Extent of renovations to be performed;

· Size and type of new structures (single family versus multi-family homes);

· Authorization for developer to include compatible uses of property; 

· Desired versus required features (e.g., swimming pool); and

· Variations in utilities or infrastructure requirements (e.g., overhead versus underground power lines).

During the workshop, the PDT members will collect project documents, conduct an analysis of alternatives, begin their review of the Generic RFP as outlined in Appendix E, Outline of the Generic RFP, and assign tasks.  The PSC will refine the AF/ILEH project fact sheet, initiate the base fact sheet, and prepare the draft concept briefing.  

Approximately three weeks following the first PDT workshop, the PDT will reconvene for a second workshop to review existing documents associated with the draft RFP, update the project schedule, finalize fact sheets, and complete the concept briefing.  The PSC will finalize the preliminary EA and Pro Forma based on the approved concept.  Using these documents, AFCEE will prepare the OSD scoring report.  The base will obtain wing approval of concept documents after completing the concept briefing.  Following wing approval, the MAJCOM representative will obtain MAJCOM approval of the concept documents.  Following MAJCOM approval, MAJCOM/FM will endorse the concept documents and submit to SAF/FM for approval with an information copy to AFCEE and AF/ILEH.  AF/ILEH will coordinate the Concept Staff Package with AF/ILE and AF/IL prior to obtaining and documenting ESG, SECAF, and DUSD(I&E) approval.  If required, AF/ILEH and the MAJCOM will brief the ESG, SECAF, and DUSD(I&E).  AFCEE and the PSC will be available to assist the MAJCOM in answering questions, refining the concept briefing, and incorporating changes resulting from this coordination effort. 
2.10  Request for Proposal (RFP) Development and Approval

Approximately three weeks following the second PDT workshop, the PDT will reconvene for a third workshop.  At this time, the PSC will finalize the draft RFP and its supporting documents which includes all appendices and attachments.
In reviewing and refining the draft RFP, the PSC is to utilize Air Force–developed standard lease and other legal documents for privatized housing projects.  Finalizing the RFP generally will rely on using existing, pre-approved RFP formatting, language, and legal/financial documents and the structure defined in the project concept plan.  Although these documents must be tailored to the project, new or restructured documents should not be needed.  Generic or standard documents are available through AFCEE and include the following:

· Generic RFP;

· Forward Commitment (to lenders);

· Government direct loan instruments;

· Government limited loan guarantee instruments; 

· Inter-creditor agreement;

· Ground lease instruments (including operating agreement); and

· Applications for government loans and guarantees.

Following the third PDT workshop, PDT members from the base and MAJCOM will continue to review the RFP.  If requested, they will brief their senior leadership.  The base will obtain wing approval of the RFP.  Following wing approval, the MAJCOM representative will obtain MAJCOM approval of the RFP.  AFCEE will document all review coordination, and the PSC will incorporate comments.  AFCEE’s goal is to finalize the RFP by 1 June of the year prior to appropriation.  

After AFCEE receives MAJCOM approval and completes a corporate review of the final RFP, the PSC will refine the preliminary EA and Pro Forma.  Additionally, AFCEE will prepare the preliminary OMB Scoring Report and submit to the governing MAJCOM/FM and MAJCOM/CE for approval.  This report and the preliminary OMB Scoring Report is then forwarded by the MAJCOM to AF/ILEH and SAF/FM for approval.  AF/ILEH will forward to OSD for approval.

After obtaining DUSD(I&E) approval of the Concept Staffing Package and base and MAJCOM approval of the RFP, AFCEE will submit the final RFP to AF/ILEH.  AF/ILEH will review, comment, and forward to the Air Force IPT.  AF/ILEH will conduct a “Murder Board” with the IPT (if required), where the RFP will be scrutinized and updated as needed.  AF/ILEH will then transmit consolidated Air Force comments to AFCEE for incorporation into the package.  Following Air Staff approval, the final RFP (including all legal and controlling documents) will be forwarded by AF/ILEH to DUSD(I&E) for final review and comment.  At this time, AF/ILEH will prepare the Congressional notification (intent to solicit) package.  Following DUSD(I&E) approval, AF/ILEH will forward the Congressional notification package to the Office of Legislative Liaison, Program Liaison Division (SAF/LLP).  SAF/LLP will then notify Congress of the planned solicitation. 

2.11  Community Outreach 

Many bases have excellent long-term relationships with their adjacent communities.  Installations should include local political and civic leaders in project planning as early as possible.  New housing, even where sited on base, impacts the surrounding community in many ways:

· Private housing off base may experience a decline in occupancy, especially in the immediate proximity of the base;

· Dependent children may need to go to different schools; 

· Federal impact aid for education may change;

· Taxes and utilities may change;

· Site security and access may change; and

· Traffic patterns outside the gate may change.

In addition, the installation should work with service members and their families to obtain their input and to inform them of upcoming events and the proposed privatization project.  To facilitate the effort, the installation and MAJCOM should work with AFCEE and the PSC in preparing informational materials to support separate meetings with military families and local community groups.

CHAPTER 3:  Project Acquisition

The Air Force goal is to award privatization projects during the year of appropriation.  To achieve that goal, the RFP should be complete and approved prior to the program year.  The activities within the program year should include the solicitation, evaluation, and selection of the “best value” developer as well as transaction closing.  This section assumes that a PSC will assist the Air Force and at times facilitate these activities throughout this phase.

This section maps out the key milestones, the working group (the Acquisition Support Team), and the activities generally applicable to completing this phase.

3.1  Congressional Notification (Intent to Solicit)

Before the RFP can be released, DUSD(I&E) must validate the feasibility of the project and SAF/LLP must notify Congress of the planned solicitation.  For projects not using a government guarantee or loan, the Congressional notification for intent to solicit is 30 days.  For projects using a government guarantee or loan, the Congressional notification is 60 days.   

After SAF/LLP notifies Congress of the Air Force’s intent to solicit a housing privatization developer for a particular project, they must provide an Authority to Advertise (ATA) before the solicitation process can begin.  After AF/ILEH forwards the ATA to AFCEE and the MAJCOM, AFCEE will task the PSC to officially begin the solicitation process as identified in the PSC’s Execution Plan.

3.2  Pre-solicitation Activities

3.2.1  Industry Forum

Although an industry forum is not necessary, AFCEE’s experience is that it can be very beneficial and save time in the project schedule if it is conducted properly.  In particular, AFCEE has had success in conducting industry forums at the installation after Congress has been notified of the intent to solicit but prior to the expiration of the waiting period.  Ordinarily this would be a dead time in the schedule; however, by conducting an industry forum during this time, a pre-proposal conference is not necessary later in the process.

The industry forum is typically conducted at the installation to create interest and attract potential offerors prior to release of the solicitation.  The industry forum includes a presentation by the PSC on the selection process; presentation by the technical lead on the project design, construction, operation and maintenance requirements; and discussion on the business and financial requirements.  Other presentations are made by the PSC and Air Force as appropriate for the particular project.  Time is allotted for questions and answers (Q&A).  In conjunction with the industry forum, interested offerors are provided an opportunity to tour each housing area included in the privatization project and observe any special features that may need to be considered in preparing their proposal.  Critical site features, such as the location of existing utilities, rights of way, and unusual geology/topography, should be identified.

Prior to the industry forum, the PSC will, subsequent to AFCEE’s written approval, post the draft briefing slides, project fact sheet, and draft project Statement of Objectives (SOO) on the PSC’s web site (informational materials are coordinated with the necessary Base logistics and public affairs personnel prior to release to the Public).

During the industry forum, the PSC will provide handouts to include the presentations and a project fact sheet. 

Within one week following the industry forum, the PSC will:

· Research, document, and prepare written responses to questions presented during the industry forum;

· Coordinate written responses among members of the PSC team and AST;

· Submit an After-Actions Report documenting the results of the industry forum; and

· Subsequent to AFCEE’s written approval, post the final Q&As, final briefing slides, update the project SOO, as appropriately, and final attendee list on the PSC’s web site (informational materials are coordinated with the necessary Base logistics and public affairs personnel prior to release to the Public)

3.2.2  Communications with Industry

The PSC is encouraged to communicate the planned project with industry, consistent with any limitations or procedural requirements identified in the Execution Plan.  Contacts with industry are intended to aid the Air Force in two respects: first, to demonstrate the Air Force’s commitment to the project by providing information to industry on the housing need and planned privatization approach; and second, to obtain feedback from industry, focusing on any significant issues regarding the housing requirement or the approach toward privatization.

3.2.3  Public Announcements and Advertisements

Announcement of the project and industry forum dates should include:

· Announcement in the FedBizOpps web site (http:/www.fedbizopps.gov/);

· Notification to the local, regional, and national home builders associations;

· Announcement on PSC, AFCEE, installation, MAJCOM, and DoD Competitive Sourcing and Privatization Internet home pages; and

· Public Affairs–approved announcement to selected newspaper(s), as appropriate.

3.3  Solicitation Issuance

The solicitation is issued by the PSC in accordance with their Execution Plan.   The solicitation includes a detailed presentation of the steps in the selection process, submittal requirements, basis for award, and Air Force housing requirements.  All amendments to the solicitation will be posted by the PSC on their web site after authorization by the CO or COR and approval by the MPM.  The PSC-facilitated strategy for the Air Force MHPI is to utilize a streamlined, non-FAR (not governed by Federal Acquisition Regulations), “best value” solicitation strategy that encourages maximum flexibility in proposal development within the parameters set forth in the solicitation.  The AFCEE Generic RFP proposes a two-step evaluation process.  If adopted by the PSC and approved by the Air Force, this process allows offerors to respond to Step One (Qualifications Submittal) in a timely and cost–effective manner, and to allow the Government to down-select expeditiously to the level approved in the Execution Plan in order to proceed to Step Two (Financial and Technical Proposal).  Step Two will require a more comprehensive response by the offerors than was originally submitted in Step One.

3.4  Proposal Assessment

The Air Force uses the PSC as a consultant in assessing proposals; however, the Air Force retains full responsibility to obtain intimate knowledge of the proposals, make decisions on the PSC’s assessment, and select the “best value” transaction.  The PSC is a resource hired by the Air Force to assist it through the commercial acquisition phase and, as such, the Air Force assessment of the PSC’s results is greatly enhanced by the PSC’s expertise and knowledge of privatization practices.  However, the Air Force remains responsible for evaluating the PSC’s findings and reaching an independent decision.

3.4.1  Inherently Governmental Activities

The Government cannot contract out its fiduciary or decision–making responsibilities to the PSC.  The 14 inherently governmental activities the PSC cannot perform include the following:

· Legal advice to government

· Decision to approve the draft and final RFP

· Determination whether a proposal complies with the RFP

· Decision to amend the RFP

· Determination to exclude/include offerors from Step One

· Determination of adequate pricing competition

· Clearance approval

· Assignment of past performance rating

· Assignment of color codes

· Assignment of risk assessment rating

· Comparative analysis of offerors

· Integrated assessment for “best value”

· Decision to select developer proposal to award

· Legal authority to enter into legal binding documents

3.4.2  AST Appointment and Training

The AST co-chairs will sign the appointment letter that officially records and assigns the membership of the AST.  Membership is shown in the PMP and is based on base and MAJCOM nominations ensuring that the best available people are assigned to the team.  At a minimum, expertise in financial, contracting, legal, and engineering is required to diversify the team and effectively evaluate and recommend the PSC’s evaluation process, offerors’ proposals, and the PSC’s assessment.  Members must be empowered to make decisions in these disciplines.  AFCEE will augment the AST with any necessary members not identified from base or MAJCOM resources.  Members of the AST will serve in either a voting role, or in an advisory role, as agreed upon by AFCEE and the MAJCOM, and as assigned in the appointment letter.  Members serving in a voting role will have voting responsibility on the assessment and recommendations briefing provided by the PSC.  Voting members will perform quality surveillance, validate PSC evaluations completed or in progress, clarify Air Force–specific questions/issues, and provide Air Force input to the PSC for the preparation of questions or clarifications sent to bidders.   The voting members will seek and obtain services of the advisors as necessary to resolve issues beyond their level of expertise.  After the voting members approve the PSC evaluation of the proposals, their final task is to provide direction, to edit and revise as necessary, a PSC-generated decision briefing based on the PSC’s evaluations and information for the Selection Authority (typically the MAJCOM/CV).      

In advance of the Step One briefing, AST members will receive selection training, discuss the PSC process, and address any open issues.  The AFCEE CO will conduct the selection training, unless delegated to another office.  One topic discussed during the selection training includes the need to safeguard proposal documents or information.  Only AST members can review these documents and they must ensure that data is not be disclosed outside the Government and its representatives and it is not be duplicated, used, or disclosed in whole or in part for any purpose other than to evaluate the proposals.  Additionally, the AST members from the installation, MAJCOM, and AFCEE contracting offices must also ensure these documents are properly stored in a restricted manner to ensure only AST members can access these documents. 
3.4.3  AST Activities and Meeting Locations

The AST, through the AFCEE Project Manager and/or CO, oversees the PSC’s activities and helps the PSC answer questions from offerors.  If the Execution Plan calls for tiered proposals in which some offerors are eliminated from full competition based on qualifications, negotiations, discussions, or any other means, then the AST must evaluate the PSC’s recommendations and make the final decision to limit competition.  The Selection Authority may reserve the right to eliminate offerors.

In the event that the composition of the AST differs significantly from that of the PDT, or if the PSC was not involved in the project prior to project acquisition, the AST should meet with the PSC to review the project requirements and plan.  The primary purpose of this meeting is two-fold.  First and foremost, the meeting provides an opportunity for AST members to become familiar with the project and each other’s roles.  The second reason for the meeting is to provide the PSC an opportunity to discuss suggested changes to the project.  At the conclusion of this meeting, the PSC should have sufficient information to begin drafting the Execution Plan and reviewing and refining the RFP.  

Formal meetings between the AST and PSC will occur at AFCEE, or at the base or MAJCOM, as required in the PSC contract.  The AST will meet formally to review proposals and receive and evaluate the PSC’s proposal assessment.  The location of these meetings should be at the office that provides the most AST members unless otherwise directed in order to reduce travel costs.  

The AST may also hold informal meetings at the PSC’s office as required during the course of evaluations in the solicitation process.  At a minimum, the AFCEE  Project Manager and MPM must attend these meetings.  Other AST members may attend these informal meetings as dictated by the AST co-chairs.

3.4.4  PSC’s Responsibilities and Activities

The PSC will review proposals, assess their relative value to the Air Force, and make a recommendation to the AST regarding their detailed assessment of offeror’s proposals and what they believe to be the best course of action for the Air Force.  The PSC must fully disclose the rationale for any findings it makes and for the basis of its recommendations.  The PSC will brief the results of their Step One and Step Two assessment to the AST.
3.4.5  Solicitation Process

The qualifications submittal evaluations in Step One will consist of two factors: (1) Qualifications and (2) Past Performance (both are of equal importance).  The Qualifications subfactors (listed in descending order of importance) include:  Business Arrangements, Financial, and Design & Construction and Real Estate Management.  Step One includes a down-select to the level approved in the Execution Plan of fully qualified offerors whose proposals demonstrate the highest probability of success.  The goal of this step will be to downselect without discussions.

The AST is briefed on the results of the PSC’s evaluation under Step One for approval.  Offerors failing any of the evaluation factors are not allowed to continue in the process.  All successful and unsuccessful offerors are notified of their standing by the PSC.  Offerors found to be the most highly qualified in Step One will be invited to submit detailed technical and business proposals under Step Two.  The AST will validate the PSC assessment results, rate each factor, and recommend the down-select and the MAJCOM/CV will make the final decision.  The AST will obtain concurrence of the Step One results by documenting their recommendation in a Staff Summary Sheet to the MAJCOM/CV and Wing Commander prior to initiating Step Two.

The financial and technical proposal evaluations in Step Two will consist of an integration of separate evaluations and ratings of four factors: (1) Mission Capability; (2) Past Performance; (3) Proposal Risk; and (4) Financial (Price).  The first two factors are of equal importance.  Proposal Risk, although a significant factor, is less important than the first two factors.  The Step Two Mission Capability, Past Performance, and Proposal Risk evaluation factors, when combined, are significantly more important than the Financial factor.  However, the Financial factor will be a significant consideration in the selection decision.  The Step Two Mission Capability and Financial subfactors are of equal importance.

Additional information regarding the solicitation process is discussed in the AFCEE Generic RFP.

3.5  Selection Approval Process

At the conclusion of Step Two, the PSC will brief the AST on the results of their assessment and recommendation.  The AST must ensure that the PSC’s assessment appropriately applies their Execution Plan, accurately reflects the substance of the proposals, does not overlook or omit material facts, and has gone through a complete and thorough legal review.  After the PSC presents its findings to the AST, the AST must confirm those findings and rate the developer proposals.  

The AST will validate the PSC’s assessment results and make a final recommendation to the Selection Authority (typically the MAJCOM/CV).  The AST co-chairs will arrange for a selection briefing to the MAJCOM/CV.  The MAJCOM/CV will make the ultimate selection based on an integrated assessment of all factors and criteria information provided.  This decision will be documented by the AST.  The AST then briefs the results of the evaluation to the Air Force ESG and DUSD(I&E) for concurrence/approval.  Any limitations on final negotiations must be clarified and funds transferred to allow award of the transaction after final negotiations.  

3.6  Congressional Notification (Intent to Award)

AF/ILEH will initiate Congressional notification of intent to award through SAF/LLP after OSD has concurred with the award recommendation.  Although the Air Force and the PSC will conduct administrative negotiations during this 45-day Congressional notification period, no public announcement of the top-rated offeror may be made until after transaction closing.  

3.6.1  Administrative Negotiations

After confirming with AF/ILEH that Congressional notification has been made and that the Air Force funds transfer package has been prepared and submitted, the PSC will notify the top-rated offeror and assist the Air Force in resolving administrative details required for transaction closing.  The AST, with the aid of the PSC, will conduct any necessary binding negotiations with the selected offeror.  Key players in this effort include a representative from SAF/GCN, AFCEE/Judge Advocate (JA), MAJCOM/JA, and base-level JA.  These negotiations are intended to resolve minor issues pertaining to the transaction documents.  Negotiations must include all parties to the lease agreement.  This includes the offeror, financial institutions, and their attorneys, as well as the AST. 

3.6.2  Final OMB Scoring Report

Once all administrative negotiations are finalized, AFCEE verifies NEPA actions are complete and prepares and submits the final OMB scoring report (which includes the final EA and Pro Forma) to AF/ILEH.  If required, AF/ILEH secures authority from SAF/FM to obligate funds for scoring.

3.6.3  Transfer of Funds 

In those instances where Air Force funding is required for transaction closing, funding will flow from the Deputy Assistant Secretary of the Air Force [Budget Investments] (SAF/FMBIC) through the Under Secretary of Defense Comptroller (OSD[C]) to AFCEE for funds certification.  After certification, the Defense Finance and Accounting Service (DFAS) will obligate the funding.  In preparation for payment, the Standard Form (SF) 1034 (Public Voucher for Purchases and Services Other Than Personal) is prepared by AFCEE prior to transaction closing to officially request funds disbursement.  These funds will be available for transaction closing upon full execution of all transaction closing documents.

3.6.4  Finalizing Transaction Closing Documents

Following AFCEE’s submittal of the final OMB scoring report to AF/ILEH, the PSC assists the Air Force in finalizing all necessary transaction closing documents (e.g., Lease, Quitclaim Deed, Use Agreement, etc.) in preparation for transaction closing.  AF/ILEH’s goal is to reach transaction closing by 30 June of the project’s fiscal year.  

3.7  Transaction Closing

3.7.1  Transaction Closing Activities

The PSC will facilitate all tasks to close the transaction, and the Air Force will approve and execute all documents.  Transaction closing is a complex financial event.  Presumably several transactional documents (e.g., financial instruments and inter-creditor agreements) must be signed by the developer, the private lending institution, and the Government and assets must be transferred to the developer by quitclaim deed.  Although most of these transaction documents must be signed upon award of the project in the same state as the installation, some may be executed according to an agreed-upon schedule of phases of construction, renovation, and operation.

Transaction closing will be considered complete when all transaction closing documents are executed between the Government and the developer/financier.  A sample list of documents generally required to be approved and executed by the Air Force or developer prior to or as part of the transaction closing is included in Appendix H, Sample Transaction and Permanent Loan Documents.

3.7.2  Transaction Closing Team

At a minimum, the composition of the transaction closing team should include, but not be limited to, representatives from the PSC, developer team, private lending institution, AST, SAF/GCN, AFCEE/JA, MAJCOM/JA, and base-level JA.

3.7.3  Debriefing Unsuccessful Offerors

If requested, the AST (with PSC participation) will debrief the unsuccessful offerors.

3.8  Transition Planning

3.8.1  Transaction Recordation

The developer, or closing agent, as appropriate, ensures all documents are properly recorded and that the originals and photocopies are distributed to the transaction closing parties as stated in the transaction closing memorandum.

3.8.2  Documentation and Distribution

The PSC distributes four sets of all recordation documents, including documents incorporated by reference, to the Air Force in electronic (i.e., CD-ROM) and hard copy (i.e., 3-ring binder) format.  The AFCEE Portfolio Manager receives two copies, while the MAJCOM and base receive one copy each.  This includes all final signed documents executed at transaction closing and the unsigned documents to be executed at loan closing of the permanent loan together with all amendments, modifications, and supplement thereto.  The original copies are gathered by SAF/GCN and forwarded to the Deputy Assistant Secretary of the Air Force [Real Estate Division] (SAF/IEIR).

3.8.3  Handoff Memo

As shown in Appendix G, Sample Portfolio Management Responsibility Handoff Memo, AFCEE accepts responsibility for the portfolio management of a specific project upon receipt of a handoff memo from the appropriate MAJCOM/CE representative.  Attached to the handoff memo are the final signed documents executed at transaction closing and the unsigned documents to be executed at loan closing of the permanent loan.  Also attached is a draft initial Program Evaluation Plan (PEP) prepared by AFCEE/DCP.  Upon receipt, the MAJCOM/CE will endorse the handoff memo confirming that the enclosed documents are thorough, accurate, and complete.  A signed and dated copy will then be returned to AFCEE to formally document this responsibility.

3.8.4  Transaction Closing Payment

Following transaction recordation, AFCEE awards a “success fee” to the PSC for successful execution.

3.9  Loan Closing

3.9.1  Loan Closing Activities 

AFCEE will lead all tasks associated with loan closing.  Loan closing will occur when the developer has satisfied all of the terms and commitments of the Forward Commitment letter and will be considered complete when the Direct Loan and the Guaranteed Loan (as applicable) are closed including the execution, delivery, and recordation of all documents.  The Forward Commitment sets forth the specific terms and conditions under which the Government has agreed to provide the Government Direct Loan and Loan Guarantee.  The loan closing is a separate action from transaction closing; however, there may be instances when both closings will occur at the same time.   

3.7.2  Loan Closing Team

Like the transaction closing team, the size of the loan closing team should be kept to a minimum.  Generally, only one representative from the MAJCOM, base, AFCEE, and SAF/GCN need to be present for loan closing.  

3.10  Loan Funding

The conditions for loan funding are set out in the promissory note (the “Note”) and Intercreditor Agreement.  As a condition to providing a Government Direct Loan, the Air Force will require the execution of an Intercreditor Agreement between the Guaranteed Lender or other first mortgage lender and the Government.  Generally, loan funding will be considered complete when the funding requirements set forth in the loan documents are satisfied and the developer has acknowledged receipt of funds transmitted by the Air Force to or for the benefit of the developer.

3.11  Binding Legal Instruments

The following binding legal instruments are typical of instruments customarily executed either during transaction closing, loan closing or loan funding:
· Lease of Property, with a companion Operating Agreement

· Quitclaim Deed

· Use Agreement and Restrictive Covenants (Not applicable if all privatized housing is on federal land)

· Forward Commitment

· Intercreditor Agreement

· Military Housing Loan Guaranty Agreement

· Note for Government Limited Guaranteed Loan

· Mortgage for Government Limited Guaranteed Loan

· Note for Government Direct Loan

· Mortgage for Government Direct Loan

· Lockbox Agreement

· SO Counsel Opinion Letter

After the transaction closing and loan closing documents are signed, these documents govern the relationship between the Government and the developer.  The Government cannot impose additional requirements upon the developer based on the preferences of any Government agency, changes to regulations, or even changes to public law occurring after the execution of the documents.  Following transaction closing, loan closing, and loan funding, the developer is only required to comply with the provisions of these binding legal instruments until expiration of these documents or successive agreements. 
Chapter 4:  Post Acquisition Support

The post acquisition support begins when the AST transfers the transactional documents to the installation.  This support consists of construction and renovation management, property and tenant management, and team building/partnering.

The installation will provide day-to-day management and oversight of the developer activities, as provided for in the transaction documents.  As such, installations are encouraged to establish a working group made up of engineering, contracting, financial, and legal, and others if necessary, to provide ongoing management of the developer’s implementation of the transaction documents.  Guidance for this activity is provided in draft AFI 32-600X.  AFCEE may be requested by the MAJCOM to provide specialized contracting or other support as needed.

4.1  Construction and Renovation Management

Following award, the housing and common use facilities will be designed, financed, demolished, renovated, built, operated, and maintained by the developer.  The early phase is a joint effort of the developer, base, and MAJCOM personnel to get the project completed and ready for occupancy.  The developer will design and construct all aspects of the project.  The Government will ensure that the developer’s construction project meet the requirements of the legal documents.

4.1.1  Key Milestones

Although each project will have its own unique set of milestones for this phase, several early milestones set the foundation for the remainder of the project.  Within the first two months of the project, a series of transition meetings will help to establish a partnership relationship with the developer.  In addition, during this time, the Air Force will receive the first post-selection set of design documents from the developer.  As shown in Exhibit 4.1, Significance of Post Acquisition Milestones, the transition activities, design approval, and construction approval milestones are significant not only to the quality of the development but to the financing of the project.

Exhibit 4.1
Significance of Post Acquisition Milestones

Key Milestone
Significance

Transition Activities
· Document transition meeting from AFCEE to installation

· Distribution of transaction closing documents

· Partnering session between Government, developer, and PSC (if required)

· Establishing Title II or overhires to coordinate base activities

Design Approval
· Opportunity for the developer to show details of their housing designs

· Opportunity for the base and MAJCOM to accept the housing designs

· 50%, 95%, and 100% design review conferences typically held to ensure Air Force retains approval of designs

Construction Approval
· Developer is given notice to proceed with construction and renovation

· Air Force’s direct loan is provided to the developer (if applicable) after construction is complete and accepted

4.1.2  Base Project Management Office (PMO)

The intent of the base PMO is to provide on-site, day-to-day private-sector project management, to include surveillance and oversight of the housing privatization developer/operator.  This work directly supports the Installation Commander and BCE.  PMOs typically provide a monthly base MHPI newsletter (posted on a web site) and establish, organize, and maintain an official housing privatization project office to coordinate all communication with the developer and serve as the focal point for all inquiries about the project.    

AF/ILEH will provide funding to support the staffing of the base PMO office.  This staffing may be civilian or contracted support.  Either way, the PMO staff will be full time to participate, coordinate, report, review, chart, document, advise, and consult on all base level activities directly associated with the base’s housing privatization project.  Contracted Project Managers (CPMs) may attend meetings pertinent to the base housing privatization project and represent, participate, host, or accompany Government personnel at various formal/informal meetings, conferences, briefings, town-hall meetings, and negotiations with commanders, occupants, local and county agencies and developers to provide information, feedback, and updates. 

4.1.3  Title II, Quality Assurance Services

The MAJCOM and installation will determine if contracted Title II, Quality Assurance Services, are needed.  Most projects will require the developer to perform all services required for full-time surveillance and inspection during the progress of construction up to the completion and final inspection of the housing privatization project.  The intent is for a Government-funded inspector to ensure that the houses are built in accordance with the legal documents and the approved design.

4.2  Property and Tenant Management

The developer is responsible for the day-to-day operations of leasing and maintaining the houses and enforcing the tenant lease agreement standards.  The Government’s role is to ensure that the tenants are receiving the proper services from the developer.  The Government does this through tenant surveys, the Housing Operations and Property Management Plan, and the MRC.

4.2.1  Tenant Surveys

Tenant surveys are conducted at least annually to gauge the satisfaction of the tenants with their housing.  Surveys will provide the tenants an opportunity to express satisfaction/dissatisfaction with the various aspects of the privatized area (e.g., maintenance, management, and quality of the housing units, items requiring added attention).  Based on feedback, surveys will provide the developer an opportunity to continually improve its services. 

4.2.2  Housing Operations and Property Management Plan

The developer will establish a Housing Operations and Property Management Plan for the housing units.  The plan will describe the approach to day-to-day operations of the housing development.  The plan will encompass on-site property management staffing and functions, tenant relations, interface with the MRC, and other property management requirements.  The plan will ensure that the on-site property management office is staffed with professionally trained management able to interface with military members and their families.  The plan will ensure that the senior property manager is certified by a professional property management association.  The developer will prepare, publish, and distribute to tenants a guide providing pertinent information relative to Operations and Maintenance (O&M) activities.

4.2.3  Management Review Committee (MRC) Meeting

The quarterly MRC meeting is a forum for cross-talk between housing tenants, base commanders, and the developer.  Additional information regarding the MRC’s roles, responsibilities, and composition is discussed in section 1.4.8 of this guide and in the Operating Agreement to the Ground Lease.
4.3  Team Building/Partnering

Once all transaction closing activities from Project Acquisition are complete, a partnering session is highly encouraged to enhance the success of the privatization project.  The developer’s team will consist of a Financier, General Contractor, Property Manager, Facility Maintainer, and his overall Project Manager.  The AFCEE Project Manager and PSC are no longer on the team executing this project; however, the AFCEE Project Manager may indirectly support the project as an advisor to the Base PMO or through the PSC contract to assist in partnering.  Therefore, members of the Air Force Portfolio Management office, PMO, and MRC (including the developer) must develop an understanding and trust for each other.  All team members must understand their roles and responsibilities and have an appreciation of the other members’ responsibilities.                                           

Chapter 5:  Portfolio Management

5.1  General

SAF/FM has assigned AFCEE the mission of Air Force Portfolio Manager.  The Portfolio Manager will assume long-term responsibility for oversight of the Air Force Military Housing Privatization Initiative (MHPI) projects, including monitoring and reporting the status of project requirements, facilitating problem resolution, and accounting for project funds in the Lockbox Agreement.  Additionally, DFAS (Indianapolis) is assigned responsibility for traditional loan servicing requirements, oversight of the distribution of funds, and payment of Government loans.  The portfolio management function begins at transaction closing (i.e., when the handoff memorandum is signed by the MAJCOM/CE and issued to AFCEE) and ends upon expiration of all project transactional documents to which the Air Force is a party, including all successive terms as may be negotiated or required by regulation.  Decisions and oversight of all functions regarding problem resolution will be the sole responsibility of the Government; however, the Portfolio Manager will engage support contractors as necessary to assist the Air Force in its mission.  

Exhibit 5.1, Portfolio Management Tools, illustrates the types of tools utilized by the Portfolio Manager to improve the quality of life for Air Force service members.  Exhibit 5.2, Frequency of Using Portfolio Management Tools, details how often these tools are used by the Portfolio Manager to ensure documentation, monitoring and evaluating, reporting, problem resolution, and loan servicing are conducted on a recurring basis.  Additional detailed information about each tool is discussed in subsequent sections as referenced by section number in Exhibit 5.2.   
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Family Housing Master Plan: The Air Force Family Housing Master Plan (FHMP)
was approved by SECAF and CSAF in Aug 99. Housing privatization candidates, to include
specific scopes of work, are identified in the FHMP and updates thereto. Projects approved in
the plan must be executed in the fiscal year of appropriation and will not be accelerated or
deferred without specific approval of the Air Staff. Once DD Forms 1391 are provided to
Congress for authorization and appropriation, projects will be subject to MILCON procedures
for scope and cost changes and approvals.

Unsolicited Offers to.do Business: Unsolicited initiatives may be entertained on a case-
by-case basis; however, they must meet the following criteria. Each project 1) must not exceed
the entire housing requirement of the installation, as identified in the most recent housing market
analysis, 2) must prove to be financially feasible as documented in 2 proforma and be financially
attractive to the Government as documented in an economic analysis, 3) must meet existing
privatization project criteria, i.e. severabi lity, participation, and leverage, and 4) must offer a
unique approach that cannot be offered by others in private industry or the public community,
Unique approaches and competition will be validated by the results of an Air Force request from
industry (RFI). This office (AF/ILEIP) will pursue approvals through the AF Integrated Process
Team (IPT), Execntive Steering Group (FSG), CSAF, SAF/MI, SECAF and DUSD(]), as
deemed necessary.

Lease of Land: Conveyance of Air Force land is not generally considered in the best
interest of the government. Therefore, to the extent practicable, privatization projects will use
long-term ground leases and avoid conveyance of land underlying existing housing or other Air
Force land made available for housing privatization. Exceptions must be fully justified
financially, address current and future use, address school impact aid issues, and meet with AF
process approval.

Direct Loans and Guarantees: The primary methodology for determining and
implementing candidate project feasibility will be through the use of 10 USC, Section 2873,
Direct Loans and Loan Guarantees. Section 2873 will be used unless it can be shown that using
Section 2875 (Investments in Non-governmental Entities) offers a clear advantage to the Air
Force (e.g., lower initial scored or lifecycle costs, potential to capture a large, but unknown,
upside potential, etc). Benefit to the Air Force, not profit, shall remain our paramount concern.
Final determination of any advantage will be reserved for the Air Force Executive Steering
Group.

Allotments: The authority in Section 2882 (Lease Payments Through Pay Allotments)
shall be’exercised at each privatization location. Payment of rent by allotments fosters a positive
Air Force image in terms of private military tenants paying rent on time. Further, financial
institutions lending money to private developers favor payment of rents by allotment.
Exceptions must be fully justified and meet with AF Executive Steering Group approval.

Utility Allowance: Military tenants are responsible for payment of utility consumption
in privatized housing. In an attempt to mitigate out-of-pocket costs to members, a utility
allowance will be calculated by the offerors and validated by the Air Force, for each unit type in




Exhibit 5.1
Portfolio Management Tools

 Exhibit 5.2
Frequency of Using Portfolio Management Tools

Portfolio Management Tools
Frequency
Section

Document Management
Ongoing
5.3

Transition Plan
· 90 days pre-closing

· 90 days post-closing
5.4.1

Compliance Testing
Quarterly
5.4.2

Site Visits
Annually
5.4.3

Insurance Compliance
Annually
5.4.4

Inspection Review
Monthly
5.4.5

DoD Program Evaluation Plan (PEP)
Semi-annually
5.5.1

Accounting, Finance, and Reporting
Quarterly
5.5.2

Air Force Training
Annually
5.6.1

Research and Technical Services
As required
5.6.2

Solution Implementation
As required
Not Referenced

5.2  Authorities

As shown in Appendix C, Assignment of AFCEE as Air Force Portfolio Manager, the Portfolio Manager has the authority to fully perform all the roles and responsibilities set out in the SAF/FM memo, Creation of an Air Force Portfolio Manager for Housing Privatization, 1 February 2001.  In addition, the Portfolio Manager has the authority (1) to initiate requests and recommendations for actions by other Air Force or DoD personnel or offices as may be necessary to enforce the terms of the transactional documents, or (2) to take such other actions with regard to such privatized military housing projects as may be in the best interests of the Air Force.  The Portfolio Manager does not have the authority to alter, amend, modify, or waive the performance of any obligation or provision contained in any of the transactional documents to which the Air Force is a party, unless such authority is expressly so delegated by separate instrument.

5.3  Documentation

The Portfolio Manager will maintain a complete set of all documentation for each MHPI project.  In support of ongoing document management, the Portfolio Manager will:

· Facilitate loan closing;

· Receive and organize permanent loan documents at loan closing;

· Maintain original or second generation documents at transaction closing, electronically or in a secure physical location;

· Organize and maintain closing file as defined in the “handoff” memorandum; and

· Archive environmental records

Exhibit 5.3, Documentation Delivery and Maintenance, provides a summary of the stakeholders and their roles in the process of documentation delivery and maintenance.  Additional detailed information regarding the documentation maintenance process is discussed in the Air Force Housing Privatization Policy and Guidance Manual.
Exhibit 5.3
Documentation Delivery and Maintenance
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a project, and that allowance will be mathematically deducted from the members full BAH to
determine the projected rent for the unit type. Calculations will be based on 110% of average
utility consumption calculations in determining the utility allowance for each unit type.
Estimated consumption will be calculated using energy star or similar methodology. Utility
allowances and rents will be re-calculated and re-validated annually incorporating actual
consumption data and revised BAH entitlements until a five-year rolling average of actual data
can be used in the calculations.

AAFES/DeCA/MWR Activities and Facilities: The requirements of 10 USC 2881(b)
must be met. Specifically, privatization projects “may not include the acquisition or construction
of an ancillary supporting facility if, as determined by the Secretary concerned, the facility is to
be used for providing merchandise or services in direct competition with —

the Army and Air Force Exchange Service

the Navy Exchange Service Command

a Marine Corps Exchange

the Defense Commissary Agency

any nonappropriated fund activity of the Department of Defense for the morale,
welfare, and recreation of members of the armed services.”

e

Occupancy Priority: The priorities for renting to tenants other than referred military
families shall be as follows. Variations must be fully justified and meet with AF Executive
Steering Group approval.

Other Active Duty Military Members

Federal Civil Service Employees

Retired Military Members/Families

Active Guard and Rescrve Military Members/Families
Retired Federal Civil Service

DoD Contractors/Permanent Employees (US Citizens)
General Public '

Nk —

Accounts: Typically, use of Capital Replacement Reserve, Reimbursement, and
Lockbox accounts are expected in a privatization concept. Additional accounts result in more
complex initiatives, additional project costs, and minimal return to the Air Force, thus providing
little, if any, value to the project. Therefore, other reserve, maintenance, and performance type
accounts shall be kept to a minimum, and include only those accounts necessary to protect Air
Force investments and interests. '

Unit Based Rents: Each housing unit in a privatization project should be constructed or
renovated for a specific grade based on the projected requirements of the installation. Rental
" income for the project will be based on the total rents from each specific unit. That is, the rent
projected for each unit should be calculated as the total BAH for the designated grade for that
unit, less the utility allowance for that type unit. Use of member based rents in housing
privatization projects is prohibited. Member based rents are those where the rent is dependent by
the grade of the member living in the unit, whereby the rent for a particular unit is subject to
change depending on who occupics the unit.
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Example: When a member is promoted during the term of a leasc (cxample ES promoted
to E6), the member will be allowed to remain in that ES unit at the ES rate specified in the
tenant/landlord lease, until that lease expires. Upon lease expiration, the member may choose to
move into an E6 unit or the member will have the option to remain in the E5 unit; however, the
rent will now be based on the BAH of the higher rank E6. Should the latter happen, the
developer may rent another E6 unit to an ES (to balance the demographic requirements as
identified at deal closing) charging rent based on the ES BAH. The net result would be a switch
of ES and E6 units and their respective rents, thus providing no more or less ES or E6 units and
no net addition or reduction in rents. Renting up or down may only be allowed as approved (on a
case-by-case basis) by the base housing office or other Air Force designcc responsible for tenant
referrals.

Windfall Income: Request for Proposals (RFP) will address potential Windfall Income
which is defined as that portion of the Offeror’s gross income attributabie to changes in BAH
due to legislation or policy changes over the life of the business arrangement (i.c. any BAII
increases that are adjusted over and above the current policy of 85% of the cost against the
economy). The Secretary of Defense announced in January 2000 plans to significantly increase
military housing allowances (BAH) over the next five years. The planned incrcascs in BAIH are
intended to eliminate the present 18.8% overall “out-of-pocket” housing expenses. These
planned increases are contingent and may not occur. Financial proformas for solicitations should
not anticipate the announced revenue increase because the increase has not yet been approved
through the governmental budgetary process. RFPs shall require Successful Offerors to establish
and maintain a federally insured, interest bearing account to be known as the Windfall Income
Account into which it will deposit on a monthly basis any windfall income as described above.
Quarterly, the Successful Offeror shall disperse 100% of the contents of the Windfall Income
Account in the following priority order:

1. Pay principal on the direct government loan.
2. Pay principal on the government guaranteed loan.
3. Transfer money to the Reinvestment Account.
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HEADQUARTERS AIR FORCE CENTER FOR ENVIRONMENTAL EXCELLENCE
- BROOKS AIR FORCE BASE, TEXAS

0 7JuL 1999

MEMORANDUM FOR SEE DISTRIBUTION

FROM: HQ AFCEE/CC
3207 North Road :
Brooks AFB TX 78235-5363 Tt
SUBJECT: Final Charter, Air Force Center for Environmental Excellence (AFCEE),
Housing Privatization Center of Excellence ( Worldwide Action ltem 98-6)

Attached is the final charter for the AFCEE Housing Privatization Center of Excellence, as
discussed during the Worldwide CE Conference here in San Antonio.. The charter incorporates
many comments received from MAJCOMs, resulting from our 23 Dec 98 letter containing the
draft charrer. - .

As you can see from the charter. our intention is to offer you. our customers, a full range
of services 1o make vour privatization initiatives successful. My points.of contact on these
documents are Mr. Peny Pottcr, at DSN 240-3032 or Mr. Jamas Willingham at DSN 240-3783.
Please give them a call if vou have any questions or concems=—
"27 Y
/

GARY S ICKSON,PE.
Director :

Attachments: o
1. Charter -EL
2. Schedule of Privatization Services

Prnted un Recyeled Paper
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The 1996 National Defense Authorization Act provides alternative financing tools to

accelerate Air Force housing revitalization programs for the benefit of Air Force members and
their families.

BACKGROUND: -7

The Air Force Center for Environmental Excellence (AFCEE) is designated by The Air Force
Civil Engineer as the Military Family Housing Privatization Center of Excellence. AFCEE is
tasked to provide Major Commands (MAJCOMS) with technical and management expertise to
execute their housing privatization initiatives and secure quality housing for Air Force familjes
through innovative financing arrangements with the private sector.

OBJECTIVES:

Assist MAJCOMs in execution of privatization initiatives o
Provide cradle-to-grave program management T

Provide professional and technical assistance through each phase of 2 project: Project
Identification, Development, Acquisition, Management, and Close Out -

GUIDING PRINCIPLES: .

I. MAIJCOMs retain the overall ownership for each Family Housing privatization project.
When AFCEE is assigned Source Selection Authority (SSA) the MAJCOM will act as co-
chair with the AFCEE Director. ' -

2. AFCEE will serve as the primary service agent on all housing privatization efforts to
complete feasibility analyses, develop project submittals, and provide-support to the
integrated acquisition teams which will execute the projects.

3. AFCEE will develop, make available and maintain a “Tool Box” of document templates
and a full array of consuitants to accomplish privatization initiatives.

4 AFCEE will develop a detailed project execution schedule that identifies all base-level
tasks, and the level of effort needed to complete each task, identifying actions to be
completed by either AFCEE, contract support or the MAJICOM, -

5. AFCEE, in conjunction with the MAJCOM and the installation, willdevelop and
implement a project-specific management plan (PMP) for each project in accordance with
the attached schedule of services. SRR

4

ORGANIZATION AND SERVICES: ‘ :

AFCEE’s capabilities include a cadre of experienced engineers and architects dedicated to the

execution of Family Housing Programs, a dedicated staff of contracting specialists

experienced in source selection processes, and contracts to assist with environmental,
engineering, finance, real estate and other issues surrounding privatization. [n addition,

AFCEE will maintain knowledgeable Family Housing specialists who, in concert with the

above resources can provide guidance and experience towards achieving the Air Force's

privatization goals and developing projects. Center of Excellence actions will includc an

Atch

-
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HEADGUARTERS UNITED STATES AIR FORCE
WASHINGTON, DC

MEMORANDUM FOk APCEEB/CC 1% FEB 2000

FROM: HQ USAF/ILE
1260 Air Force Pentagon
Washington DC 20330

SUBJECT: Housing Privatization Portfolio Manager for the Air Force

The Air Force Executive Steering Group and SAF/FM have recommended
AFCER be assigned the role of Housing Privatization Portfolio Manager for the Air
Force (attachments 1 and 2). This memo affirms that recommendation and assigns
AFCER the duties and responsibilities of portfolio manager for all Air Force housing
privatization projects. This tasking builds on the existing AFCEE role as the Air Force
Housing Privatization Center of Excellencs with responsibilities outlined in your 7 Ju}
99 memorandum (attachment 3). Natrally, policy and guidance will continue to come
from this office with assistance from SAF/FM as the Air Force OPR for portfolio
management and loan servicing. Roporting on the execution of portfolio management
with all its duties and responsibilities will be through AF/ILE to the Executive Steering
Group as directed.

The Loan Servicing and Portfolio Management IP'T developed the imitial policy
and guidance (attachment 4) in coordination with your staff st AFCEE. Please continue
to wark with SAF/FMCE, AF/ILE[ and AF/ILEH to further detail your roles and
responsibilities and to acquire any additional resources necessary to accomplish this
task.

As the pordolio manager for the Air Force, you are expected to executc all
processcs, procedures and activities necessary to ensure the Air Force maintains the
sppropriste oversight and control of all Air Force housing privatization projects. You
are expected to ensure all relative monitoring and reporting activities are carried out as
required, to include OSD’s Program Evaluation Plan (PEP). You are expected to work
directly with a number of private and government organizations to include the
MAJCOMs, DFAS, SAF/FMCE and SAF/FMBIC. You will rely on your staff for
functionat and techmical matters related to the daily activities of portfolio management
and have the freedom, within your budget, to acquirc any contractor support you deern
necessary to meet the demnands of this new role.
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MEMORANDUM FOR AF/ILE
FROM: SAFFM
SUBJECT: Creation of an Air Force Portfolioc Manager for Housing Privatization

At a previous Bxecutive Stecring Group (ESG) meeting, SAF/FMC agreed to chaira
working group to explore the best approach for handling portfolio management and loan
servicing functions for Air Force housing privatization projects. The working group concluded
the most logical solution was to designate the Air Force Center for Environmental Excellence
(AFCEE) as the portfolio manager. Among the portfolic manager’s responsibilities will be to
ensure that all necessary loan secvicing functions are being performed by DFAS, other external
actors (e.g., the various Jockbox trustees), or the portfolio manager, a3 appropriate. The ESG has
concurred with this recommendation. Therefore, I request you assign housing privatization
portfolio management execution responsibilities to AFCEE.

Only time and experience will allow us to fully develop guidance for a task the Air Force
has never peiformed. However, the attached document provides a starting point for portfolio
management policy and guidance. As AFCEE undertakes the mission, the ESG and IPT should
work closely with them to further refine the responsibilities and vespond to issues that arise,

The ESQ realizes that AFCEE may require resources to take on this role. To undertake
initial portfolio management responsibilities, additional funding has been budgeted and three
new manpower positions have been authorized starting in FYO1. If further resources ase needed,

the ESG will support AFCEE requesting those resources through the normal manpower and
budgetary channels.

While housing privatization is a departure from the traditional Air Force business
process, I feel confident that we can successfully overcome ail challenges that arise ag we
embark on this new approach to providing quality housing for our military personns),

JAMESR.%

Acting Assistant Secretary of the Air Force
’ (Financial Management and Comptroller)
Attschment:
Policy and Guidsnce for Portfolio Management
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GOAL
To provide military families access to safe, quality, affordable
well-maintained housing in a community where they will choose 10
live.

VISION

®  Retain 3 non-severable housing units
®  Privatize 606 housing units
PROJECT OVERVIEW

The project involves a real estate transaction to privatize all
military family housing at Moody AFB. The Government will
lease land and convey 300 existing housing units and other
improvements by fee ownership to the Private Developer. The
Private Developer will:
> Construct 301 additional units within 36 months of award.

> 11 units to be constructed on-base.

> 295 units to bs comstructed on a site provided by thc

Private Developer.

> Renovate 78 units within 48 months of award.

The Private Developer will finance, plan, design and construct
improvements, as well as own and operate the rental housing
development for military families for 50 years. The Government is
willing to provide financing assistance in the form of a Direct
Government Loan and Government Limited Loan Guarantee of a
permanent loan from an approved commercial lender.

MARKET OVERVIEW

Moody AFB is located in Lowndes County in south central
Georgia, nine miles from the city of Valdosta. Moody is assigned
to Air Combat Command and is operated by the 347* Wing. The
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base currently has an identified total housing requirement of 606
housing units.

The current military family housing demand at Moody is 2,753
units, of which 1,128 is satisfied by privately owned units, leaving
a rental demand of 1,625 units. Almost 70 percent of Moody’s
4,156 assigned personnel are accompanied. Currently enlisted
personnel comprise 89 percent of the basel total authorized
strength and officers 11 percent. Approximately 11 percent of
military families live in Government-owned housing on the base;
the remaining 89 percent live in the surrounding community.

MILITARY FAMILY HOUSING SUMMARY
Moody AFB housing is located in residential areas on the SE
corner of the installation, across State Hwy 125 from the main base
cantonment. Table 1 on the next page lists the existing inventory
and recent and proposed improvements.

Providing Military Families Access to Safe, Quality, Aﬂ'aﬂabk Well-Maintained Housing

DRAFT :
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Moody AFB Housing Privatization, 18 Feb 00

Table 1 - MOODY EXISTING MFH INVENTORY

Phase A units (completed) 138
Phase B (to be completed Mar 2001) 84
Proposed Renovations IR
Total 300

A three-phase program to revitalize housing started in 1996,
with 138 units completed in 1998 with another 84 units scheduled

to be completed in March 2001. The 78 remaining housing units
will be renovated by the Private Developer. The existing units
toutinely exceed 99% occupancy.

Table 2 shows the existing 300 units by bedroom number and
grade assignment. ‘Iable 3 provides the bedroom mix and grade
assignment for the additional 301 units to be constructed. ‘

Table 2 - Existing Housing Inventory

RANK
0706105040302 01 | B9 [E8 | B7 | B | B8 | 4 | B3 | B2 | 51 | Tonks
| 2BK 10] 6 [ 9 15 | 27 [ 34 ] 11 ] 2 114
F 83 314 a[s|1 2 lalalalaalo]3 4
4BR 1| 1] 2 L1 6912511 39
Totals | 0 1 0 | 4 1 5116 a1 (10 5 | s [ 3045 86681151 3 T o T 300
Table 3 - New Construction Requirements
RANK
0706705704 [03T02]01 ko[ k8 Es ] E6|E5[¥a] 3| 62 61 Torsis
T 38R b | 6 [ 121 55 | 10 258
8 m 13 s T 18
4BR | 1 [ 5 3 |15 25
Totals | 71 s | 0 [ 0o o000 ]oiale [l a5

THE DEAL

The success of this project is based on the long-term
commitment between the Government and the Private Developer.

Moody AFB brings:

> Authority to provide a Direct Government Loan and/or

“Government Limited Loan guarantee of a Permanent
Loan.
» 300 revenue-producing housing units and associated
improvements.
» Land for development of 6 units.

> Access to base waste water treatment and water supply, if
desired.

The Private Developer brings: : :
> Land suitable for development of 205 new units (within

15 minutes commute of the base gate).

A completc and feasible busincss/financing package.
Well-developed community plans and quality designs.
Construction of 301 units and renovation of 78 units.

Quality property management for 50 years.

VvV VvVvy

REAL ESTATE TRANSACTIONS

Real estate transactions for government-owned land,
facilities, and improvements include a 50-year gronind lease and a
deeded conveyance of existing housing units/infrastructure. In
addition, a Use Agreement will govern operations on the site
proposed by the Private Developer. The real estate agreements
will allow the Private Developer to acquire appropriate financing
and collect revenues from the housing to help finance the project.

The Government will retain ownership of some community
facilities and land within the Quiet Pines Housing Area 1o
include: golf course, youth center, and ball fields. Community
support facilities within the housing area like basketball courts
and playgrounds will be conveyed to the Private Developer.

Utility distribution and collection systems servicing existing
housing units located within the leased land will also be conveyed
to the Private Developer. Waste water treatment and water
supply may continue to be provided by the base on a cost-
reimbursable basis, if desired. Infrastructure, such as roads,
parking arcas, sidewalks, street lighting, and drainage systems
located within the leased parcels of land will aiso be conveyed to
the Private Developer. Telephone and CATV are available on.
site from local commercial providers.

The Government has available funding for a direct loan and &
limited loan antee for this project. The housing allowances,
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provided to milituy persunucl, who then use those allowances to
pay for housing rent and utilities, do not count against the
available funds for the project.

Offerors should carefully consider the best possible means of
minimizing long-term costs to the Government.

BUSINESS ARRANGEMENTS, FINANCIAL PLAN AND
STRUCTURE REQUIREMENTS
»  Housing Privatization Legislative Authorities:
o Section 2873 - Direct Loans and Loan Guarantees
* Section 2878 - Conveyance or Lease of Existing Property
and Facilities

® Section 2880 - Unit Size & Type

* Section 2881 - Ancillary Support Facilities

® Section 2882 -~ Lease Payment by Allotments

* Section 2883 - Department of Defense Housing Funds

» Binding Instruments:

*Real Property »
Ground Lease and Companion Operating Agreement ‘
Quitclaim Deed
Use Agreement for Offeror proposed site

sFinancial
Forward Commitment
Intercreditor Agreement
Lockbox Agreement
Note for Government Direct Loan
Mortgage for Government Direct Loan
Note for Government Limited Guaranteed Loan
Mortgage for Government Limited Guaranteed Loan

Taxes, if impused, are the responsibility of the Offeror
No cross collateralization with other investments
Long-term developer commitment to the project
Establishment of the following accounts:

eConstruction Escrow

#Capital Repair/Replacement Escrow

sImpositions Escrow

*Reinvestment Escrow

sTenant Security Deposit

»  The Government Direct Loan is limited to no more than 50%

of debt financing

> The debt coverage ratio must not fall below 1.20 for the

private permanent loan.

Vvvy

RENT STRUCTURE

» Military receive their basic allowance for housing (BAH)

> Referred military tenants’ pay rent equal to BAH
(w/dependents) minus 110% of expected electric/gas charges.

> Military tenants pay rent to the Private Developer.

> Tenants pay electric, gas, telephone and cable TV charges to
respective providers,

> Rent includes refuse collection, water, and sewage.

> All tenants other than referred military families will pay

market rent and sign a maximum 12-month lease.

DESIGN AND CONSTRUCTION REQUIREMENTS
» Community Planning:

® Meet applicable locul, state, and federal codes,
standards, regulations, and industry practices.

¢ Coordinate zoning with local authorities and acquire
applicable permits.

®  Develop a comprehensive community plan that responds
to military family needs.

* Phase new construction with renovation to minimize
relocation of tenants.

* Incorporate green space, landscaping, underground
utilities and recreation areas (playgrounds, bike path,
Sports courts, etc.) to enhance the overall neighborhood
environment and improve quality of life.

*  Provide efficient and separate vehicular and pedestrian
traffic patterns and minimize number of housing units on
collector streets.

* Coordinate utility construction and services with local
providers. Provide meters as required to allow ‘proper
billing of responsible party(ies).

Unit Design and Construction:

¢ Floor plans which incorporatc orderly arrangement of
functions, circulation and open spaces. Designs with
inviting entrance, indoot/outdoor integration and
pleasing interior appearance. Kitchens with a modern
well organized work arca and quality fixtures and
finishes. Bathrooms which follow modem planning
techniques and utilize quality fixtures. Interior storage,
which is conveniently located, adequately sized
cabinets, and coat, linen, storage and clothes closets. A
screened porch will be provided with ceiling fans.

» Elevation designs which provide a pleasing amd
interesting appearance comparable to quality residential
developments. Provide modulated facades and rooflines
to enhance interest. Vary materials and colors to break
up facades on larger structures and prevent excessive
uniformity among smaller units,

* Housing units are to be a combination of multi-family
“townhouse™ and single family units. Stacked units (no
dwelling unit above another) will not be permitted.

®  Materials, equipment, and finishes which are durable,

-~ low maintenance, and functional. Choice of finishes
which are aesthetically pleasing with rich texture and
detailing.

¢ Design, materials, equipment, and construction methods
which reduce energy and water consumption. Exterior

- fenestration materials, and passive solar energy systems
employed wherever possible.

®  Central heating and cooling system in each unit.

® At least 1-1/2 off-street parking spaces per unit in
addition to carport space.

e Privacy:

- Sound Transmission Class (STC) rating of 55
(min.) between living units.

- Private area in rear of each unit.

- Window treatments (such as mini-blinds).

e New energy efficient appliances; refrigerator, stove,
dishwasher, and garbage disposal.

® Space and dedicated utility connections for a freezer,
clothes washer and dryer.
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Telephone and cable television jack per habitable room.

Floor treatments:

- High quality, durable, low maintenance hard finish
flooring in kitchen, informal dining area, wet areas,
and high traffic areas.

- Carpet in bedrooms and other living areas.

®  Rear screened porch and patio.
¢  Fenced backyards (all housing areas)
¢  Exterior security lighting at front and rear of units.

Construction Management Plan:
s  Construction Schedules
Design Review Conferences

[ 4
¢ Pre-Construction Conference
*  Inspection, Surveillance and Acceptance

REAL ESTATE MANAGEMENT REQUIREMENTS

Professionally staffed property management officc with
professionally trained management and maintenance staff
Property manager certified by a professional real estate
management association.

Operations and Maintenance Plan which includes:

®  Periodic Maintenance and Replacement

*  Change of Occupancy Maintenance

* Landscaping Grounds Maintenance

¢ Emergency Maintenance

Tenant leases/eviction/dispute resolution procedures IAW
federal and State law. :

Allow military families to provide in-home childcare and
operate other in home businesses, provided they obtain
applicable permits.

Allow domesticated pets on premises.

Provide pest control.

Provide curbside refuse collection and recycling service.
Provide all utilities and refuse collection for common areas.

PRIORITY PLACEMENT PLAN
» The Government will not guarantce occupancy, but
will provide priority referrals of potential occupants.
> Military will not be mandated to occupy privatized
housing.
> Priority placement for all units is required as follows:
Referred military familics
Other active duty military :
Military Reserve and Guard members
Federal Civil Service employees
Military Retirees
Military Veterans
General public

> Units will be held open for referred military families,
unless occupancy levels fall below ninety-five percent.

TARGET MILESTONES
Issue Solicitation Sep 00
Evaluaie Propuosals and Select Nov 00- Jan 01
Close Deal Mar 01
Start Construction Jul 01

HOUSING PRIVATIZATION WEBPAGE

Information is subject to change. Please visit the website
below for the latest public information on Moody’s
housing privatization project.

www.hqafcee.af.mil
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5.4  Monitoring and Evaluating

The Portfolio Manager will monitor all aspects of each housing privatization project throughout the life of the project with the goal of assessing trends, preventing problems from occurring, and resolving major issues as they arise.  The Portfolio Manager will develop criteria for evaluating projects and monitor as needed.  Details of required monitoring schedule are outlined in the Air Force Housing Privatization Policy and Guidance Manual.  The Portfolio Manager will rely primarily on the documented information sources listed in this manual and contemporary professional practices.  The items that the Portfolio Manager will monitor will include, but are not limited to, the following:

· Repayment of debt (including construction and permanent financing)

· Deposit/withdrawal/balance of all escrow and other accounts associated with the project

· Insurance requirements and satisfactory coverage

· Vacancy rates, occupant surveys, and unsolicited tenant feedback

· Casualty and other losses

· Physical property inspections for general condition

· Compliance with local, state and federal code, proposal, lease, covenants, etc.

· Corporate financial statements

· Project financial statements - including approval of annual budgets, gross rent, utility consumption and allowances, projected changes in rents or allowances

· Development of any guarantee threshold events

· MRC minutes/feedback

5.4.1  Transition Planning 

Transition planning begins up to 90 days prior to transaction closing and ends approximately 90 days after transaction closing.  Exhibit 5.4, Transition Planning Activities, illustrates the transition planning activities conducted by the Portfolio Manager before, during, and after transaction closing.  
Exhibit 5.4
Transition Planning Activities
5.4.2  Compliance Testing

Compliance testing is performed quarterly to identify potential project deficiencies and assess compliance with the ground lease, operating agreement, third party loan, and Government loan/guarantee documents.  Compliance testing is customized to the requirements of individual projects and includes an assessment of statutory or regulatory compliance.  When combined with other portfolio management services this function allows for proactive engagement with issues not yet at a critical stage and an assessment of the interrelationship with other transaction items.
5.4.3  Site Visits 
Site visits are performed annually to ensure that the project is managed and leased in an effective and prudent manner consistent with the goal of improving the quality of life for the member.  These visits ensure projects are well maintained and in good physical condition.  In addition, these visits reinforce the importance of continuous communication between all of the parties involved in the project, including AFCEE, the MAJCOM, Portfolio Manager, base, developer, lender, property manager, and residents.
5.4.4  Insurance Compliance 
Insurance compliance is performed annually to review insurance policies for changes in industry standards, to ensure all required policies are current and enforceable, and to identify key terms/provisions for future housing privatization projects.
5.4.5  Inspection Review
Inspection results are reviewed on a monthly basis to ensure the Air Force is getting the project and scope anticipated at transaction closing.
5.5  Reporting

5.5.1  Program Evaluation Plan (PEP)

The MHPI Program Evaluation Plan (PEP) measures the effectiveness of the MHPI program and evaluates the strengths and weaknesses of individual projects in achieving military housing objectives.  The PEP is also designed to determine how the MHPI could be improved to better meet its objectives.  The PEP reporting mechanisms require information to flow from the individual installations up to their respective Services and on to DUSD(I&E).  The reporting mechanisms developed under this plan are encompassed in the following two reports:

· Service-level Program Evaluation Reports

· DoD MHPI Program Evaluation Report

The semi-annual (30 June and 31 December) PEP is intended to be a summary reporting tool for Air Force and DoD leadership to assist in monitoring MHPI projects.  However, it is not intended to replace the need for more detailed Air Force or base/installation level monitoring nor be the primary project financial monitoring tool for the Air Force.  The PEP does not require submission of detailed supporting documentation; however, various documentation are needed to complete the PEP and to effectively monitor MHPI projects should be obtained and on file for each project.  Such documents and other information include, but are not limited to, construction schedules, budgets, project financial statements, loan documents, base housing logs, and tenant surveys.  Such documents should be collected, maintained, and evaluated in greater depth and possibly more frequently than required by the semiannual completion of the PEP.

This evaluation plan sets forth a methodology to assist the Services in identifying the key participants and the roles and responsibilities necessary for developing and maintaining the MHPI Program Evaluation Plan.  This approach illustrates how information will flow to the various project participants and oversight authorities.  Each Military Service, depending on its organizational structure, may implement a methodology/approach that best fits its needs.  However, for ease in implementation and processing, the Services are required to use the reporting time frames and reporting templates provided in this plan.

The Portfolio Manager will maintain the central repository of project reports from all functions related to the privatization projects.  Exhibit 5.5, Project Reporting, describes how projects are monitored and evaluated through the reporting process.  Additional, detailed information regarding project reporting procedures are discussed in the Air Force Housing Privatization Policy and Guidance Manual.

Exhibit 5.5
Project Reporting


5.5.2  Accounting, Finance, and Reporting 

Accounting, finance, and reporting are performed quarterly to review and analyze critical financial aspects of individual projects with the goal of identifying and resolving adverse trends.  This includes:

· Developing reporting system and guidelines for collecting, evaluating and reporting base and portfolio level data

· Analyzing trends and reporting corrective action 

· Monitoring loan performance, including debt coverage ratios

· Providing operations, reviewing developments, and forecasting

· Reviewing annual operations and development budgets

· Monitoring and reporting on the status of all lockbox, escrow, and reserve accounts

· Analyzing financials, accounting/audit reviews, and annual inspection reports

· Involving the Management Review Committee (MRC)

· Monitoring housing occupancy/referral documents 

· Reporting the PEP

· Analyzing utility rates

· Validating annual utilities allowance

5.6  Problem Resolution

Providing assistance in problem prevention and resolution is a critical function of the Portfolio Manager.  When and if requested by the installation, MAJCOM, or Air Staff, the Portfolio Manager will work with the project developer, DFAS (Indianapolis), contractors, installation, MAJCOM, AF/ILE, SAF/FMB, and SAF/FMC to resolve any problems. The installation team is to solve problems at the lowest level possible and elevate only those issues that require policy and/or guidance or are of a serious nature (e.g., indicating the potential for default, and/or other legal action) through the MAJCOM to request AFCEE’s assistance.

5.6.1  Air Force Training 

Training is performed annually and includes, but is not limited to:

· Demonstrating the Portfolio Management Operating Systems to ensure the Portfolio Manager has the ability to access and manipulate data for internal reporting and analysis

· Sharing Lessons Learned

5.6.2  Research and Technical Services 

Two other types of portfolio management tools used by the Portfolio Manager include research and technical services.  Research includes, but is not limited to, market analyses, forecasts, strategic studies, and stakeholder surveys.  The results of these research efforts assist the Portfolio Manager in tracking economic/technology trends applicable to military housing communities throughout the Air Force.  Similarly, technical services provide the Portfolio Manager technical engineering support and assist the Portfolio Manager in managing various types of environmental, health, and safety risks associated with the project.

5.7  Loan Servicing

Funds management and associated fiduciary responsibility for privatization funds resides with DFAS (Indianapolis) as the DoD Loan Servicing Agent.  For direct loans and loan guarantees, DFAS (Indianapolis) will work with the project developer, the private lender (if any), the lock-box trustee, Portfolio Manager, DUSD(I&E), SAF/FMB, and SAF/FMC to ensure that all Government loans and guarantees are being adequately serviced in accordance with the DFAS Memorandum of Agreement (MOA).

For private loans with no Government guarantees, DFAS (Indianapolis) will provide appropriate documentation and assessments quarterly and annually to fulfill the monitoring requirements of the loan servicer and to assist the Portfolio Manager in predicting potential downward trends in performance.

5.7.1  Government Loans and Interest in Loans

In order to ensure financial compliance, the Portfolio Manager will ensure Government loans and interest in loans are not placed at risk due to inadequate or untimely payments.  The Portfolio Manager will consider the following areas of compliance in this effort:

· Loan/Transaction Financial Monitoring (including trend analysis)

· Default/Restructure Management

· Statuary/Regulatory Compliance  (with reference to the Debt Collection Improvement Act of 1996 and OMB Circular A-129)

5.7.2  Lockbox Account
In order to provide for the operations of the property and funding of certain accounts, a third party Lockbox Agent will be engaged for each transaction to establish and maintain a lockbox mechanism to accumulate the project income derived from the operation of the property and to distribute such project income in accordance with the terms and conditions set forth in the Lockbox Agreement.

There are two different, but similar flows through the Lockbox Revenue Account.  The first occurs prior to construction completion and acceptance of the facilities by the Government.  The second occurs after construction completion and acceptance of the facilities by the Government.  This section of the Guide will discuss the more extensive and common process that occurs during the life of the transaction after acceptance of the facilities.

5.7.2.1  How Money Flows through the Lockbox Revenue Account

All Project Income (BAH and any other income derived from the project [e.g. income tax return, business revenues, etc.]) is deposited by the Lockbox Agent within two days of its receipt into the Lockbox Revenue Account.  On the first business day of each month, funds in the Lockbox Revenue Account are transferred or applied by the Lockbox Agent to the accounts or persons specified within the Lockbox Agreement.  Generally, this flow of funds follows the waterfall distribution shown in Exhibit 5.6, Lockbox Account Waterfall Distribution.  The order of precedence and priority is as follows:

· to the Management Company an amount equal to the monthly Operating Expenses per the Project Budget;

· to the Impositions Reserve Account, an amount equal to one-twelfth of the annual taxes and insurance premiums set forth in the project budget;

· to the Replacement Reserve Account, an amount equal to one-twelfth of the amount required to be deposited annually in the Replacement Reserve Account;

· to the Government, an amount equal to the monthly interest due on the direct loan;

· to the Government, an amount equal to the monthly principal due on the direct loan;

· to the Performance Deposit Account, the amount necessary, if any, to increase the amount on deposit therein to $250,000;

· to the Management Company, management fees set forth in the project budget;

· to the Operating Reserve Account, an amount, if necessary, to remedy any deficiency in the Operating Reserve Account;

· to the Management Company, an amount sufficient to pay any extraordinary operating expenses approved by the Government;

· to the Windfall Income Account, an amount equal to the Windfall Income of the Developer; and

· any other amounts remaining in the Lockbox Revenue Account, after making the transfers or payments above, will be, in part, paid to the developer and, in part, deposited into the Reinvestment Account in accordance to a agreed to percentage split established in the Lockbox Agreement.

Exhibit 5.6
Lockbox Account Waterfall Distribution

5.7.2.2  Impositions Reserve Account 

The Impositions Reserve Account will be initially funded by the developer in the amount specified in the Lockbox Agreement.  Monthly amounts will be deposited into the account as specified in the Lockbox Agreement.  The Lockbox Agent will release funds as directed from the Government for taxes and insurance.  Any funds on deposit in the Impositions Reserve Account which is in excess of 105% of the estimated taxes and insurance premiums in the next 12 months will be deposited to the Lockbox Revenue Account.

5.7.2.3  Windfall Income Account

The Windfall Income Account will contain deposits in the amount of the Windfall Income.  Every quarter, the Lockbox Agent will disburse 100% of the contents of this account in the following priority:

· Pay principal on the direct government loan

· Pay principal on the government guaranteed loan

· Transfer of funds to the Reinvestment Account

5.7.2.4  Reinvestment Account

The Reinvestment Account will be used for the purpose of protecting and enhancing the property through reinvestment in the property in the form of quality of life improvements that will directly benefit the residents of the property as determined by the Government.  Exhibit 5.7, Reinvestment Account Management Process, illustrates how the funds in the Reinvestment Account are managed.  Funds flow into the Reinvestment Account in three different way as outlined in the Lockbox Agreement:  (1)  As a percentage of any amounts remaining in the Lockbox after all other lockbox accounts have been satisfied (% defined at transaction closing);  (2)  By quarterly Windfall Income Account fund transfers;  and (3)  By written direction.

Sample uses of the Reinvestment Account include safety enhancements, amenities, and replenishment to the Utilities Reserve Account.  However, the Reinvestment Account cannot be used to pay the construction loan.
Disbursements by the Lockbox Agent from the Reinvestment Account may occur upon written requisition by an authorized officer of the developer or Air Force with description and justification and with written approval from the Secretary of the Air Force.

Exhibit 5.7
Reinvestment Account Management Process 

All funds in the Lockbox Accounts will be interest-bearing accounts.  The interested accrued in the various accounts will be disbursed in accordance with the Lockbox Agreement.

Funds within the Lockbox Accounts flow through the various accounts as specified in the Lockbox Agreement.  At the end of the waterfall distribution process is the Revenue Account.  This account specifies a split of excess funds between the Government (by deposit into the Reinvestment Account) and the developer as cash payment.
5.8  Project Completion

The “Duty to Remove” clause was added to the Air Force–developed standard lease for FY02+ projects to provide a mechanism for the developer and the Air Force to discuss their disengagement plan prior to the expiration of the ground lease (if applicable).  No earlier than eleven years, and no later than ten years prior to the expiration of the ground lease, the developer will deliver to the Air Force a report which details and estimates the costs of removing all improvements on the premises at the expiration of the ground lease.  Based on this information, one of three basic options can be followed at the expiration of the ground lease:  (1)  The developer can demolish the housing units and return the land to its natural state; (2)  The Air Force can renew the lease with the developer under a new set of conditions (assuming that Congress has approved funding); or (3)  The Air Force can buy the housing units back from the developer (subject to new legislation authorizing this option).  

The Portfolio Manager is responsible for the project until it is totally closed.  At the expiration of the ground lease, the Portfolio Manager directs the liquidation of the Lockbox accounts.  At this time, funds remaining in any of the Lockbox accounts are released by the Lockbox Agent to the developer, except for the Reinvestment Account, which goes to the FHIF.  Additionally, the Portfolio Manager ensures the Air Force real estate is returned to the Government in accordance with the terms and conditions of the lease.  

Appendix A.  
List of Acronyms

ACC
– Air Combat Command

AETC
– Air Education and Training Command

AF
– Air Force

AFB
– Air Force Base

AFCEE
– Air Force Center for Environmental Excellence

AFCEE/DC
– Air Force Center for Environmental Excellence (Design and Construction)

AFCEE/JA
– Air Force Center for Environmental Excellence (Judge Advocate)

AFCESA
– Air Force Civil Engineer Support Agency

AF/DPPC
– Directorate of Personnel, Military Compensation & Legislation Division

AFI
– Air Force Instruction

AF/IL
– Office of the Deputy Chief of Staff for Installations and Logistics

AF/ILE
– The Civil Engineer of the Air Force

AF/ILEC
– The Civil Engineer of the Air Force (Engineering Division)

AF/ILEH
– The Civil Engineer of the Air Force (Housing Division)

AF/ILEO
– The Civil Engineer of the Air Force (Operations & Maintenance Division)

AF/ILEP
– The Civil Engineer of the Air Force (Programs Division)

AF/ILEV
– The Civil Engineer of the Air Force (Environmental Division)

AF/ILEVP
– The Civil Engineer of the Air Force (Environmental Planning Branch)

AF/ILEX
– The Civil Engineer of the Air Force (Readiness & Installation Support Division)

AF/ILEXO
– The Civil Engineer of the Air Force (Installation Support Branch)

AF/JAG
– Air Force Judge Advocate General

AFMC
– Air Force Materiel Command

AFRC
– Air Force Reserve Command

AFSOC
– Air Force Special Operations Command

AFSPC
– Air Force Space Command

AIA
– Air Intelligence Agency

AICUZ
– Air Installations Compatible Use Zones

AMC
– Air Mobility Command

ANG
– Air National Guard

AST
– Acquisition Support Team 

ATA
– Authority to Advertise

BAH
– Basic Allowance for Housing

BCE
– Base Civil Engineer

BES
– Budget Estimate Submittal

BPM
– Base Project Manager

CBD
– Commerce Business Daily

CD-ROM
– Compact Disc Read-Only Memory

CO
– Contracting Officer 

CPM
– Contracted Project Manager 

CSAF
– Air Force Chief of Staff

DD
– Defense Department

DFAS
– Defense Finance and Accounting Service

DI
– Design Instruction

DRU
– Direct Reporting Unit

DUSD(I&E)
– Deputy Under Secretary of Defense for Installations and Environment  

DoD
– Department of Defense

EA
– Economic Analysis

EBS
– Environmental Baseline Survey

ESG
– Executive Steering Group

FAR
– Federal Acquisition Regulation

FCRA
– Federal Credit Reform Act

FHIF
– Family Housing Improvement Fund

FHMP
– Family Housing Master Plan 

FMR
– Financial Management Regulation 

FOA
– Field Operating Agency 

FY
– Fiscal Year 

HCP
– Housing Community Profile 

HMA
– Housing Market Analysis 

311 HSW/PK
– 311th Human Systems Wing (Contracting)

HQ
– Headquarters 

IDIQ
– Indefinite Delivery/Indefinite Quantity 

IPT
– Integrated Process Team 

JA
– Judge Advocate

MAJCOM
– Major Command

MAJCOM/CE
– MAJCOM Civil Engineer

MAJCOM/CV
– MAJCOM Vice Commander

MAJCOM/FM
– MAJCOM Financial Manager

MAJCOM/JA
– MAJCOM Judge Advocate

MFH
– Military Family Housing

MHPI
– Military Housing Privatization Initiative

MILCON
– Military Construction

MOA
– Memorandum of Agreement

MPM
– MAJCOM Project Manager

MRC
– Management Review Committee

NEPA
– National Environmental Policy Act

OMB
– Office of Management and Budget

OSD
– Office of the Secretary of Defense 

OSD(C)
– Under Secretary of Defense Comptroller

OSD/CS&P
– Office of Competitive Sourcing and Privatization

O&M
– Operations and Maintenance 

PACAF
– Pacific Air Forces

PDT
– Project Development Team 

PEP
– Program Evaluation Plan

PI
– Planning Instruction

PM
– Project Manager

PMO
– Project Management Office

PMP
– Project Management Plan 

POC
– Point of Contact 

PSC
– Privatization Support Contractor 

POM
– Program Objective Memorandum

Q&A
– Question and Answer

RFP
– Request for Proposal 

SAF
– Office of the Secretary of the Air Force

SAF/AQ
– Assistant Secretary of the Air Force for Acquisition

SAF/AQC
– Deputy Assistant Secretary of the Air Force (Contracting)

SAF/AQCO
– Deputy Assistant Secretary of the Air Force (Operational Contracting Division)

SAF/FM
– Assistant Secretary of the Air Force for Financial Management

SAF/FMB
– Deputy Assistant Secretary of the Air Force (Budget)

SAF/FMBIC
– Deputy Assistant Secretary of the Air Force (Budget Investments)

SAF/FMC
– Deputy Assistant Secretary of the Air Force (Cost and Economics)

SAF/FMCE
– Deputy Assistant Secretary of the Air Force (Economics Division)

SAF/GC
– Deputy Assistant Secretary of the Air Force for General Counsel

SAF/GCN
– Deputy General Counsel for Installations and Environment

SAF/IE
– Assistant Secretary of the Air Force for Installations, Environment, and Logistics

SAF/IEI
– Deputy Assistant Secretary of the Air Force (Installations)

SAF/IEIR
– Deputy Assistant Secretary of the Air Force (Real Estate Division)

SAF/JAG
– Deputy Assistant Secretary of the Air Force (Judge Advocate General)

SAF/LLP
– Office of Legislative Liaison, Program Liaison Division

SECAF
– Secretary of the Air Force

SF
– Standard Form

SOO
– Statement of Objectives

SOV
– Site Orientation Visit 

USAF
– United States Air Force

USAFE
– United States Air Forces in Europe

Appendix B.  
AF/ILE Memo, Housing Privatization Policy, 21 September 2000















Appendix C.  Assignment of AFCEE as Air Force Portfolio Manager




Appendix D.  
Generic Project Milestone Schedule













Appendix E.
Outline of the Generic RFP

SECTION 1.0 EXECUTIVE SUMMARY

1.1 AUTHORITY

1.2 HOUSING GOAL

1.3 PROJECT SUMMARY

1.4 KEY CONTROLLING DOCUMENTS

SECTION 2.0 EXISTING CONDITIONS

2.1 GENERAL EXISTING CONDITIONS

2.2 PARCEL A HOUSING

2.3 PARCEL B

SECTION 3.0 PROJECT REQUIREMENTS AND DESIRED FEATURES

3.1 QUALIFICATIONS

3.2 BUSINESS ARRANGEMENTS, FINANCIAL PLAN AND STRUCTURE

3.3 DESIGN, CONSTRUCTION, AND DEMOLITION REQUIREMENTS

3.4 REAL ESTATE MANAGEMENT

SECTION 4.0 INSTRUCTIONS TO OFFERORS

4.1 PROVISIONS

4.2 SUBMISSION OF OFFERS

4.3 SUBMITTAL REQUIREMENTS

4.4 PROPOSAL PACKAGING

4.5 EXECUTION OF PROPOSAL

4.6 LATE SUBMISSIONS AND MODIFICATION OF PROPOSALS

4.7 EVIDENCE OF DATES AND TIMES OF MAILING RECEIPTS

4.8 RESTRICTIONS ON PROJECT PARTICIPATION

4.9 RESOLUTION OF ADMINISTRATIVE DETAILS

4.10 RESTRICTION ON DISCLOSURE AND USE OF DATA

4.11 GENERAL INFORMATION

4.12 SUCCESSFUL OFFEROR INFORMATION

4.13 ELECTRONIC COPIES

4.14 TECHNICAL - QUALIFICATIONS SUBMITTAL (STEP ONE)

4.15 VOLUME I: QUALIFICATIONS

4.16 VOLUME II: PAST PERFORMANCE

4.17 PROPOSAL SUBMITTAL (STEP TWO)

4.18 VOLUME III - DESIGN AND CONSTRUCTION

4.19 VOLUME IV – REAL ESTATE MANAGEMENT

4.20 VOLUME V – BUSINESS ARRANGEMENTS, FINANCIAL PLAN AND STRUCTURE

SECTION 5.0 BASIS OF SELECTION

5.1 STRATEGY

5.2 EVALUATION FACTORS AND SUBFACTORS AND THEIR RELATIVE ORDER OF IMPORTANCE

5.3 STEP ONE AND STEP TWO COLOR RATINGS

5.4 PAST PERFORMANCE CONFIDENCE ASSESSMENT

5.5 PROPOSAL RISK

5.6 FINANCIAL (PRICE) CRITERIA

SECTION 6.0 REFERENCE SOURCES AND POINTS OF CONTACT

6.1 DOCUMENTATION

6.2 CLARIFICATIONS

6.3 CITY POINTS OF CONTACT

APPENDICES to Generic RFP 

Appendix A 
– 
Glossary

Appendix B 
– 
Existing Inventory

Appendix C 
– 
General Concept Map

Appendix D 
– 
Housing Waiting List Data

Appendix E 
– 
Utility Sales Rates

Appendix F 
– 
Technical References

Appendix G 
– 
New Construction Standards or Not Applicable

Appendix H 
– 
Offeror’s Cover Page

Appendix I 
– 
Non-Disclosure Agreement

Appendix J 
– 
Past Performance Questionnaire

Appendix K 
– 
Mandatory Forms

Appendix L 
– 
Environmental Considerations Checklist or Not Applicable

Appendix M 
– 
Forward Commitment

Appendix N 
– 
Government Direct Loan and Associated Legal Instruments or Not Applicable

Appendix O 
– 
Borrower Application Form and Instructions or Not Applicable

Appendix P 
–  
Intercreditor Agreement or Not Applicable

Appendix Q 
– 
Lockbox Agreement

Appendix R 
– 
Military Housing Loan Guaranty Agreement or Not Applicable

Appendix S 
– 
Government Limited Guaranteed Loan and Associated Legal Instruments or Not Applicable 

Appendix T 
– 
Guaranteed Lender Eligibility Form and Instructions or Not Applicable

Appendix U 
– 
Lease of Property or Not Applicable 



Exhibit A 
–   Description of Leased Premises

Exhibit B 
–   Map of Leased Premises

Exhibit C 
–   Physical Condition Report

Exhibit D 
–   Environmental Baseline Surveys

Exhibit E 
–   Operating Agreement

Exhibit F 
–   Lockbox Agreement

Exhibit G 
–   Title X Lead-Based Paint Disclosure Statement

Exhibit H 
–   Quitclaim Deed

Exhibit I 
–   Memorandum of Lease or Not Used

Exhibit J 
–   Notice of Non-Responsibility

Appendix V 
– 
Quitclaim Deed

Appendix W 
– 
Mandatory Tenant Lease Clauses

Appendix X 
– 
Use Agreement or Not Applicable

Appendix Y 
– 
Mandatory SO Counsel Opinion Letter Clauses

Appendix F.
Sample Project Summary Fact Sheet









Appendix G.
Sample Portfolio Management Responsibility Handoff Memo

To be Prepared by the PSC

MEMORANDUM FOR MAJCOM/CE_





Date:

From:  AFCEE/DCP


8004 Arnold Drive


Brooks AFB TX  78235-5361

SUBJECT: Portfolio Management Responsibility Handoff Memo.  Military Housing 

       Privatization Initiative (MHPI) Project Location and Name:


       (Name of Base) ________________________________


       (Name of Project) ______________________________

AFCEE accepts the handoff of portfolio manager responsibility for the above project as of (date). 

The attachments are the final signed documents executed at this transaction closing and the unsigned documents to be executed at the loan closing of the permanent loan.  Also attached is a draft initial Program Evaluation Plan (PEP).







_______________________________







Perry D. Potter, P.E.







Chief, Housing Privatization Division

2 Attachments:

Transaction and Permanent Loan Documents

Sample PEP

1st Endorsement:

(MAJCOM) concurs that AFCEE is to assume responsibility for the portfolio management of (name of project) effective (date).  The enclosed documents are thorough, accurate and complete.







_______________________________








(MAJCOM)/CE

Appendix H.
Sample Transaction and Permanent Loan Documents

Provide one working copy in a 3-ring binder and a compact disk containing each of the final signed documents executed at transaction closing and the unsigned documents to be executed at loan closing of the permanent loan together with all amendments, modifications and supplements thereto.  Provide the original document where indicated.









INTIALS and DATE INITIALED









AFCEE PM

MAJCOM PM

TRANSACTION DOCUMENTS

1. Ground Lease  (ORIGINAL to SAF/IEIR)          

___________

____________

1. A.  Description of Leased Premises

___________

____________

1. B.  Map of Leased Premises


___________

____________

1. C.  Physical Condition Report


___________

____________

1. D.  Environmental Condition Report

___________

____________

1. E.  Operating Agreement



___________

____________

1. F. Title X Lead-Based Paint Disclosure

___________

____________

1.  G. Inspection Requirements/Procedures

___________

____________

2. Request for Proposal (RFP)


___________

____________

3. All amendments to the RFP


___________

____________

4. The final concept approval



___________

____________

5. The final governmental pro forma


___________

____________

6. The Environmental Baseline Survey

___________

____________

7. Use Agreement




___________

____________

8. The developer’s proposal



___________

____________

9. All amendments to the developer’s proposal
___________

____________

10. All attachments to the developer’s proposal
___________

____________

11. The final developer’s pro forma


___________

____________

12. Forward Commitment



___________

____________

13. Lockbox Agreement (ORIGINAL)

___________

____________

14. Reserve Account Agreements (ORIGINAL)
___________

____________

15. Tenant Management Plan



___________

____________

16. Tenant Rules




___________

____________

17. Notice Addresses for Parties


___________

____________

18. Affidavit of Non-Commencement


___________

____________

19. Organizational Documents for the Owner

___________

____________

20. Organizational Documents for the Developer
___________

____________

21. Certificate of Good Standing for the Owner
___________

____________

22. Certificate of Good Standing for the Developer
____________
____________

23. Corporate Resolutions



____________
____________

24. Irrevocable Proxy




____________
____________

25. Disclosure Statement



____________
____________

26. Attorney’s Fee Affidavit



____________
____________

27. Intercreditor Agreement



____________
____________

28. Performance Bonds



____________
____________

29. Hazard Insurance Policy
(or Certificate)

____________
____________

30. Liability Insurance Policy (or Certificate)

____________
____________

31. Deed and Restrictive Covenants


____________
____________

32. Title Policy  (or Certificate)


____________
____________

33. Workmen’s Compensation Policy (or Certificate)____________

____________

34. Survey





_____________
____________

35. Physical Condition Report of Leased Premises
_____________
____________

36. Pesticide Management Plan


_____________
____________

37. Hazardous Waste Management Plan

_____________
____________

38. Design and Demolition Plans


_____________
____________

39. Borrower Application for Government Loan
_____________
____________

40. Construction Loan Commitment


_____________
____________

41. First Mortgage Loan Commitment


_____________
____________

42. Contractor/Lender Agreement


_____________
____________

43. Manager/Lender Agreement


_____________
____________

44. Notice of Entire Agreement


_____________
____________

45. Letter or other ruling from appropriate state 

property taxing authorities stating that the 

project is not subject to ad valorem tax, or

is subject to reduced ad valorem taxes or 

to a reduced tax assessment.   
 

_____________
____________

46. All attorney opinion letters issued at the closing

_____________
____________

47.
Construction Note





_____________
____________

48. Construction Loan Agreement



_____________
____________

49. Deed of Trust





_____________
____________

50. Quit Claim Deed (or Bill of Sale)



_____________
____________

51. Financing Statement




_____________
____________

52. Guaranty (Construction Loan)



_____________
____________

53. All other transactional documents (list 

      individually)





_____________
____________

54. All documents, records, and papers of every 

description associated with this transaction 

from the date of closing through the date 

of transmittal of this memorandum (list 


individually)





_____________
____________

PERMANENT LOAN DOCUMENTS

1.  Promissory Note (ORIGINAL)


___________

____________

2. Certificate of Good Standing for the Owner
___________

____________

3. Settlement Statement



___________

____________

4.  Subordination Agreement



___________

____________

5.  UCC-1 Financing Statement


___________

____________

6.  Real Estate Mortgage



___________

____________

7.  Security Agreement



___________

____________

8.  Disbursing Memorandum



___________

____________

9.  Assignment of Promissory Note


___________

____________

10. Stock Pledge Agreement



___________

____________

11. Agreement and Stipulation


___________

____________

12. Loan guaranty




___________

____________

13. Release of Construction Loan Mortgage

___________

____________

NOTE: IF ANY OF THE ABOVE DOCUMENTS DO NOT APPLY TO A SPECIFIC MHPI PROJECT, STATE “NONE” NEXT TO THE NAME OF THE DOCUMENT.

IF ANY ITEMS ARE MISSING, INCLUDE A STATEMENT AS TO WHICH ITEMS ARE MISSING AND WHEN EACH WILL BE AVAILABLE FOR AFCEE.

DFAS


Delivers financial and escrow reports 





Lock-Box Trustee


Delivers lock-box agreements and transactions as needed





Installation


Delivers referral statistics 





Project Developer


Delivers insurance policies and/or claims, budgets, financial statements





DUSD(I&E)


Delivers subsidy rates and re-estimates





DOCUMENTATION





Portfolio Manager


Portfolio Manager is AFCEE


Maintains complete set of all MHPI documentation for each project





MAJCOM


Delivers original documentation to Portfolio Manager at transaction closing


Types of Documentation provided by MAJCOM include:


Solicitation/ RFP and project developer proposal


Closing legal, real-estate, financial and loan documents


Project status and performance feedback


Guarantee threshold events





SCORING ESTIMATES, PROGRAM DESCRIPTION, FINAL BUDGET SCORING ANALYSIS, LOAN INCREASE SCHEDULING INFORMATION
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DUSD(I&E)


Deputy Under Secretary of Defense for Installations and Environment








Portfolio Manager submits resulting reports and evaluations





Portfolio Manager sends comparative evaluations to:


All MAJCOMs


AF/ILE; SAF/FMB; SAF/FMC





Evaluations are based on:


Financial performance


Customer satisfaction


Property condition/ maintenance


Occupancy rates





Portfolio Manager submits resulting reports to:


Concerned MAJCOMS and Installations


AF/ILE; SAF/FMB; SAF/FMC





Using info/ data, evaluates








Portfolio Manager





Project4





Project3





Project2





Project1





Provides info/data








Portfolio Manager





Project Developer





Installation





MAJCOM








SAF/FMBIC


Deputy Assistant Secretary of the Air Force (Budget Investments)
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FAMILY HOUSING
PRIVATIZATION CENTER OF EXCELLENCE

The 1996 National Defense Authorization Act provides alternative financing tools to

accelerate Air Force housing revitalization programs for the benefit of Air Force members and
their families.

BACKGROUND: -7

The Air Force Center for Environmental Excellence (AFCEE) is designated by The Air Force
Civil Engineer as the Military Family Housing Privatization Center of Excellence. AFCEE is
tasked to provide Major Commands (MAJCOMS) with technical and management expertise to
execute their housing privatization initiatives and secure quality housing for Air Force familjes
through innovative financing arrangements with the private sector.

OBJECTIVES:

Assist MAJCOMs in execution of privatization initiatives o
Provide cradle-to-grave program management T

Provide professional and technical assistance through each phase of 2 project: Project
Identification, Development, Acquisition, Management, and Close Out -

GUIDING PRINCIPLES: .

I. MAIJCOMs retain the overall ownership for each Family Housing privatization project.
When AFCEE is assigned Source Selection Authority (SSA) the MAJCOM will act as co-
chair with the AFCEE Director. ' -

2. AFCEE will serve as the primary service agent on all housing privatization efforts to
complete feasibility analyses, develop project submittals, and provide-support to the
integrated acquisition teams which will execute the projects.

3. AFCEE will develop, make available and maintain a “Tool Box” of document templates
and a full array of consuitants to accomplish privatization initiatives.

4 AFCEE will develop a detailed project execution schedule that identifies all base-level
tasks, and the level of effort needed to complete each task, identifying actions to be
completed by either AFCEE, contract support or the MAJICOM, -

5. AFCEE, in conjunction with the MAJCOM and the installation, willdevelop and
implement a project-specific management plan (PMP) for each project in accordance with
the attached schedule of services. SRR

4

ORGANIZATION AND SERVICES: ‘ :

AFCEE’s capabilities include a cadre of experienced engineers and architects dedicated to the

execution of Family Housing Programs, a dedicated staff of contracting specialists

experienced in source selection processes, and contracts to assist with environmental,
engineering, finance, real estate and other issues surrounding privatization. [n addition,

AFCEE will maintain knowledgeable Family Housing specialists who, in concert with the

above resources can provide guidance and experience towards achieving the Air Force's

privatization goals and developing projects. Center of Excellence actions will includc an

Atch

-
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HEADQUARTERS UNITED STATES AIR FORCE
WASHINGTON, DC

MEMORANDUM FOR ALMAJCOM/CE HQ USAFA/CE 31, SEP 2000

FROM: AF/ILE
1260 Air Force Pentagon
Washington DC 20330-1260

SUBJECT: Housing Privatization Policy

We have come a long way since the housing privatization program started. Over the past
four years, we have developed and tested a number of concepts, processes, techniques, and
execution methodologies, all very creative and all designed to bring housing privatization to
fruition. Not surpri singly, we have learned many lessons along the way. Now, with two pilot
projects awarded, two near award and two more nearing solicitations, we are ready to define a

few parameters for future projects.

Although the five-year pilot program will expire in Feb 01, we anticipate Congress
extending the authorities for housing privatization. Attachment 1 provides Air Force policy on
specifie concepts and issues that have been tested and determined to be in the best interest of the
Air Force. These and other policy issues will be incorporated and/or updated in the next release
of the Air Force Housing Privatization Policy and Guidance Manual and changes to Air Force
Instructions relating to Military Family Housing. To that end, and allowing for the award of the

- next three projects and applying lessons learned, we plan to field this update by 1 Jan 01.

As you know, AFCEE has been designated the Housing Privatization Center of
Excellence (Attachment 2). As such, they have a core of experienced professionals and
consultants on board to address the unique issues, concerns and aspects of housing privatization. -
Specifically, they provide services ranging from advisor on specific privatization issues, to
project agent with cradle to grave responsibilities. Further, AFCEE is clearly the right choice for
the role of housing privatization portfolio manager that includes project documentation,
monitoring, loan servicing oversight, and problem resolution through the life of the projects. In
the interest of leveraging our scarce resources, MAJCOM:s should use the services of AFCEE to
the maximum extent possible in devcloping and executing privatization projects.

1







