DEPARTMENT OF THE NAVY
OFFICE OF THE ASSISTANT SECRETARY
(INSTALLATIONS AND ENVIRGNMENT)
1000 MAVY PENTAGON
WASHINGTGN. D.C. 20350-1000

JUN 10 2004

The Honorable Buncan Hunter

Chairman, Committee on Armed Services
House of Representatives

Washington, DC 20515

Dear Mr. Chairman:

Section 288la of Title 10, United States Code, requires
Congressional notification of each agreement for the acquisition
or construction of unaccompanied housing units that the
Secretary of the Navy proposes to solicit under the pilot
authorities for the privatization of military unaccompanied
housing.

This letter notifies you of the Department of the Navy'’s
intent to solicit a request for proposal (RFP) for privatization
of unaccompanied housing at Naval Complex San Diego, CA. The
Department of the Navy intends to issue the Request for Proposal
no sooner than 90 days after the date of this notification. A
report providing details on this project is enclosed. The
Office of the Secretary of Defense concurs with this
notification.

My staff stands ready to provide additional information as
needed. Similar letters have been sent to the House and Senate
Appropriations Subcommittees on Military Construction and the
Senate Armed Services Committee.

Sincerely,

Deputy Assistant atary
(Installations and Facilities)

Enclosure
Copy to:

The Honorable Ike Skelton
Ranking Minority Member



MILITARY HOUSING PRIVATIZATION INITIATIVE
NAVAL COMPLEX SAN DIEGO, CA
UNACCOMPANIED HOUSING PILOT

PROJECT REPORT

INSTALLATION:

Naval Complex San Diego, CA

SCOPE:

The purpose of this project is to allow the Department of
the Navy to work with the private sector to provide
unaccompanied housing, and operate and maintain that
unaccompanied housing, in an essential area of need. This
project will leverage Navy assets with private investment to
accomplish housing goals faster and at lower cost.

This project will result in the DoN's acqguisition of
interest in a limited liability company that will design,
finance, construct, renovate, own, operate, maintain and
professionally manage unaccompanied housing developments.

The following table summarizes the scope of this project:

Target Unit Existing | Hew Deficit | Total End
Cecupants Configuration Units Reduction State
Conveyed Units Units
WAVSTA E1-E3 1+1E * 258 G 258
ASW B4 and Market Style 0 760 700
and/or hhove 2BR/2BA
WAVSTA
Project 258 760 $58
Totals

* "1+1E” refers to a configuration where each wember gets an individual
sleeping room and shares a bathroom with one other.

All of the units will be made available to permanent party
unaccompanied bachelor personnel on a right of first refusal
basgis. ‘

AUTHORIZATION:

In addition to title 10 USC, Section 2872, General
Authority, the following authorities will apply to this project
or may be used in the future:



Section 2878 Investments

Section 2872a Utilities and Services

Section 2878 Conveyance or Lease of Existing
Section 2880 Unit Size and Type

Section 2881 Ancillary Support Facilities

Section 2881ia Pilot project authority / Partial BAH
Section 2882 {c) Lease Payments Through Pay Allotments

This project will not include any guarantees with respect
to the closure or realignment of any installation oxr the
extended deployment of any units stationed at such installation.

SUMMARY OF PROPOSED TERMS FOR AGREEMENT:

A Request for Proposals for this project will be issued and
a successful offeror will be selected for exclusive negotiations
via competitive procedures. The Department of the Navy is
currently finalizing the request for proposals.

258 existing units at Naval Complex San Diego will be
conveyed via transfer of title. Land associated with units to
be conveyed and units to be constructed will be leased for the
term of the basic agreement (50 years). At the end of the lease
term, land will revert to the Navy and the entity will be
reguired to transfer title of all infrastructure and
improvements then existing to the Navy.

The 700 new units will be safe, high quality, energy-
efficient, market style apartments. BAll of the units will be
made available to permanent party unaccompanied bachelor
personnel on a right of first refusal basis for the basic
agreement term. Terms of the agreement will ensure that rent
per bedroom, including utilities, will not exceed individual
military members’ Basic Allowance for Housing (BAH). The
bachelor housing currently under construction, which is to be
conveyed to the private partner, will targeted for occupancy by
unacceompanied E1-E3 Sailors, assigned to sea duty. 10 U.S.C
228la(c) (1) authorizes the payment of housing allowances higher
than the rate of partial Basic Allowance for Housing {BAH)
established in accordance with 37 U.S.C. 403(n). The Navy
anticipates that the rent {including utilities) for the 516
spaces, to be conveyed, will be equivalent to 67 percent of the
full BAH authorized for payment to unaccompanied Sailors in
paygrades E1-E3 who are assigned to San Diego.

JUSTIFICATION:




This project will result in the conveyance of 258 existing
units and the construction of 700 market style apartments. The
use of public/private venture authorities will leverage the Navy
assets and allow for the construction of unaccompanied units.
This project will significantly improve the unaccompanied
housing living conditions and quality of l1life for military
personnel at the Naval Complex San Diego, CA more rapidly than
exclusive reliance on military construction.

SOURCE OF FUNDS:

The DoN proposes funding this project using funds
authorized and appropriated in FY04 for the construction of
unaccompanied housing units at Naval Complex San Diego, CA.

FY  Location Description Amount ($000)
04 NAVSTA San Diego, CA Construction P-501 $42,700

Subject to enactment of appropriations language authorizing
the transfer of funds, funds required for execution of the
project will be transferred into the Department of Defense
Military Unaccompanied Housing Improvement Fund.



