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Executive Summary 
 
Repositioning the military housing portfolio that became surplus in the wake of the 
BRAC 2005 decision to close Brunswick Naval Air Station (BNAS) represents one of the 
most compelling community development challenges to confront Maine in recent 
decades.  Strategically managed, the redevelopment initiative holds the potential to 
address longstanding community goals with respect to open space, social and economic 
diversity, and workforce development. Conversely, left to the whims of a speculative 
market reeling from unprecedented trauma in real estate and capital markets, the 
introduction of 702 housing units in a contracting marketplace could have a significant 
deleterious impact on local market conditions and spur potentially widespread 
disinvestment and decline.   
 
In our opinion, any successful BNAS Housing Strategy is irrevocably founded in the 
several key assumptions, including: 
 

1. Purchase of the housing assets at a price that enables a strategic investment in 
the improvements necessary to establish these neighborhoods as communities 
of choice in a highly competitive marketplace. 

  
2. Consolidation of ownership in land and leasehold improvements, thereby 

enabling home ownership and maintaining real estate valuations that promote 
market stability and fiscal health over the long term. 

 
3. Control over key aspects of the disposition of the housing assets by a public or 

private non-profit entity with the organizational capacity to manage competing 
public and private objectives. 

 
4. A two-tiered local and national marketing strategy that emphasizes “value”, as 

opposed to simply price, and targets the attraction of first time home buyers, 
working families and retirees who are both capable and motivated to invest in 
the revitalization of the Brunswick/Topsham market area. 

 
5. Constructive links between the disposition of the BNAS housing portfolio and 

the workforce development strategy to be implemented by MRRA, resulting in 
improved performance towards the achievement of both goals. 

 
In the following pages, we have outlined a series of broad marketing, development and 
financing strategies designed to respond to these principles.  MRRA does not currently 
control these assets, nor may they ever.  In that context the strategies are preliminary in 
nature.  However, we believe that implementation of these strategies by MRRA or an 
alternate Buyer will mitigate the inevitable market impact associated with introducing 
702 military housing units into an already soft private housing market, and will 
accelerate the process of recovery to stabilized market conditions.  The closure of BNAS 
will have undeniable negative impacts on both the larger economic climate and local 
housing markets in the short term.  Those impacts have been well documented during 
the BRAC process.  However, we are cautiously optimistic that the implementation of a 
series of targeted disposition, integration and housing development strategies offers 
hope for a reasonably quick recovery to market stability.   
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Ironically, the path to a quick recovery may well be rooted in the fortunes of those 
families who were unable to access Midcoast housing markets in times of greater 
prosperity… working families, first time home buyers, commuters and retirees of 
modest means.  The locational qualities and configuration of the housing units is well 
suited to these market segments, particularly working families.  The attraction of these 
households to former BNAS housing units offers not only the potential of an 
accelerated absorption of surplus housing, but also the prospect of a dynamic, socially 
and economically diverse Brunswick/Topsham community. 
 
Change is the hallmark of an entrepreneurial economy.  The challenge that confronts 
Brunswick/Topsham is clearly not how we avoid that change, but how we confront it.  
Surplus housing can trigger widespread vacancies or encourage the migration of a 
socially and economically diverse community of working families; can promote 
disinvestment in physical assets or a significant new investment in reconfiguration for 
new markets; can stigmatize whole neighborhoods as “projects” or result in dynamic 
new sustainable communities of choice, carefully designed and marketed to respond to 
emerging market forces.  
 
The challenge that confronts Brunswick/Topsham is unprecedented in several key 
respects.  Clearly, BNAS is the only “privatized” housing asset that has become subject 
to decommissioning under BRAC.  However, the prospect of economic dislocation is far 
from unique, as witnessed by dozens of New England mill towns, and the path to 
renewed prosperity is well trodden.   The key to quick recovery is founded in: 1) a 
shared vision for the new Brunswick/Topsham community, a vision squarely centered 
in market fundamentals and the public good and 2) extraordinary consensus and civic 
leadership to balance competing public and private objectives in pursuit of that vision. 
 
Scope of Work 
 
The purpose of the BNAS Housing Disposition and Redevelopment Plan is to offer 
strategic direction in the conveyance and reuse of the 702 unit-housing portfolio.  
Initially, the Plan was intended to inform Balfour Beatty’s marketing efforts for the 
portfolio, and thereby provide clear guidance to prospective bidders about the range of 
public values that need to be considered by a future owner of the property.  Balfour 
Beatty preempted that discussion with an accelerated marketing campaign in January 
2009 that neglected to consider any of the public impacts associated with the reuse of 
the portfolio. MRRA did submit a competitive bid for the portfolio and the US Navy has 
assured MRRA that in the event MRRA’s bid is not successful, the purchaser will be 
directed to work in cooperation with MRRA and local communities.  In that context, the 
purpose of this report is to: 1) inform MRRA’s approach to the redevelopment of the 
BNAS portfolio as a community asset; or 2) to provide guidance to MRRA in their 
efforts to influence an alternative Purchaser’s approach to the redeployment of these 
former military housing units in the event that MRRA’s proposal is not successful. 
 
The report addresses a broad cross section of highly technical marketing, design, 
financial and asset management matters that define the range of options available to 
balance competing public and private objectives for the redevelopment initiative.  
Clearly, any successful reuse plan must be financially feasible and must consider the US 
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Navy’s goals for the realization of net proceeds from the sale of the housing assets.  
However, within the broad spectrum of potential reuse strategies that respond to those 
goals lies an equally important commitment to consider alternatives that mitigate the 
impact of economic dislocation and accelerate progress towards a more sustainable 
future for the communities most affected by the closure of BNAS. 
 
Recommendations 
 
There is no question that the withdrawal of 2,000+ households from the housing 
market, and the introduction of 702 apartments into the private housing market will 
have adverse consequences in the near term. However, we are cautiously optimistic 
that the implementation of the recommendations discussed within will accelerate 
progress towards market recovery and accomplish longstanding community objectives 
that will ultimately result in a more vibrant and sustainable community over the longer 
term.  In this context, key recommendations suggested for implementation include: 
 

 A focused strategy to accelerate progress towards market equilibrium by: 
⇒ Selective demolition of 239+/- functionally obsolescent units; and  
⇒ Aggressive marketing to first time home buyers, commuters and price 

sensitive retirees who may previously have been unable to access housing 
in Midcoast due to affordability constraints. 

 The reconfiguration of each of the seven neighborhoods into smaller sub 
neighborhoods able to respond to emerging market niches, including first 
time homebuyers, retirees, co-housing communities, etc. 

 Implementation of a series of public and private investments in community 
centric design carefully staged to capitalize on existing portfolio strengths 
(e.g. excellent site plans, spacious unit configuration, open space, etc) and 
eliminate more limiting characteristics (e.g. uniformity of design, etc.). 

 Consolidation of the fee interest in land and leasehold improvements, and the 
subsequent creation of mixed income, mixed tenure communities with a long 
term stake in the future of Brunswick/Topsham 

 Ownership or control over the short-term disposition and reuse of the 
portfolio by a well capitalized entity with the capabilities and commitment to 
balance community objectives with private gain. 

 Implementation of high quality asset management systems, particularly in 
the early stages of redevelopment when vacancies and resident turnover are 
most likely and the market image of the developments most vulnerable. 
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Site/Portfolio Characteristics 
 

Overview 
 
As depicted in Table 1, the BNAS Housing portfolio consists of 702 residential units 
situated in seven neighborhoods in Brunswick/Topsham.  The housing units were 
constructed over a period of more than eighty (80) years (1925-2005), but the vast 
majority of units were constructed in the post WWII era (1960-2005).  Significant 
concentrations of housing units within the portfolio were either constructed within 
the past ten years (30%), or have undergone significant rehabilitation to address 
conditions of physical and functional obsolescence (40%+).  As a result, unit 
configuration and finishes are generally at or above comparable market conditions 
for apartment communities in the MidCoast region.  However, much of the older 
housing stock exhibits some degree of functional obsolescence that may inhibit 
conversion to condominium or fee simple ownership.   
 

Table 1 
BNAS Housing Portfolio- Current Characteristics

Development Land Area # Units NSF Age

McKeen Street 70.3 231 308,900 1960

Mariners Landing 44.2 126 147,526 2004

Woodland Village 34.6 94 126,332 02/'05

Midway Terrace 29.4 62 73,654 1980

Brunswick Gardens 19.7 44 57,950 1959

Station Quarters 14 16 22,400 1925-1960

Topsham Annex 60.6 129 145,392 1961

TOTAL 272.8 702 882,154

 
 
 
Configuration 
 
The dominant configuration of housing units within the BNAS portfolio is spacious 
3 & 4 BR townhome apartments (see Figure 2-1), consistent with the needs of the 
relatively young military families who once called BNAS home.  These units, 
although spacious and well configured by modern rental housing standards, are 
inconsistent with the characteristics of emerging market demand.  In the absence of 
external market demand, household growth in the Brunswick/Topsham market 
area (and, indeed, much of Maine) is concentrated in smaller households 
approaching retirement age.  These households, often characterized as “empty 
nesters” are frequently seeking smaller, more horizontal living arrangements 
characterized by lower maintenance obligations and a more spacious and open 
floor plan conducive to their household needs. 
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Figure 1 

 
 
Location and Access 
 
The BNAS residential communities are dispersed throughout three areas of 
Brunswick/Topsham, including Cooks Corner (342 units), the McKeen Street 
neighborhood just east of downtown Brunswick (231 units), and the Upper Village 
area of Topsham (129 units).  All three areas enjoy excellent access to downtown 
Brunswick, the Route 1 commercial district, and I-295, the latter offering easy access 
to points north and south. The Cooks Corner neighborhood, in particular, is well 
positioned to penetrate the large market of commuters who currently drive up to 
45 miles to access employment opportunities in Bath/Brunswick. 
 
Soils, Topography and Drainage 
 
The topography of the seven residential neighborhoods is typically gently rolling 
land with mature trees, consistent with the residential use.  The neighborhoods 
appear to be well drained with generally adequate provision for storm drainage.  
While no soils tests were performed within the defined scope, limited visual 
observation did not detect subsoil problems and the site is assumed to have 
adequate load bearing capacity for the current improvements.   
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Utilities and Services 
 
BNAS residential neighborhoods generally enjoy access to customary public 
services and utilities, as illustrated in Table 2. Despite the fact that utilities and 
services are generally available, the condition and ownership of certain 
transmission facilities (i.e. sewer/water mains, electric transmission facilities) has 
not yet been clearly determined.  In fact, subject to further review, Wright-Pierce 
Engineers has determined that significant elements of the public infrastructure may 
actually be owned by the US Navy and may be constructed to standards that are 
not acceptable to the local water/sewer authority upon conveyance of the land to a 
private party.  The costs to reconstruct these facilities are considerable and could 
serve as a serious impediment to the redeployment of former military housing 
units as private housing. 
 
In addition, due to the US Navy’s contractual relationship with service providers on 
a bulk purchase or commercial basis, some public utilities are not individually 
metered to the housing unit.  The practice of sub-metering utilities is expensive, 
subject to widespread variance in quality, and is generally not well accepted by 
home buyers.  Further, Maine law generally restricts landlords or property owners 
from serving as utilities, a role that is currently played by the US Navy.  The 
alternative, installing new individual furnaces and/or gas, electric and water meters 
at each residence represents a significant capital investment that will be difficult to 
recoup given prevailing market conditions. A brief tabular summary of key utility 
considerations is attached immediately hereafter.  
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The preparation and negotiation of utility plans for each of the BNAS 
neighborhoods has significant implications for the valuation and disposition of the 
residential leasehold improvements, and for the fiscal integrity of the downstream 
utilities that provide certain urban services.  MRRA and its consultants are currently 
engaged in a sweeping evaluation and planning effort for all public utilities to be 
provided to the former base, including the residential properties that are the subject 
of this Plan.  While it would be premature to speculate on the outcome of that 
Utility Plan, it is important to note that MRRA’s plans to reposition the base as a 
“Green” development, with access to a broad range of sustainable development 
technologies, offers important opportunity to re-brand the various housing 
products to be offered within former base neighborhoods.  The failure to 
coordinate utility planning and the disposition of residential leasehold 
improvements represents, at the very least, a missed opportunity to capitalize on 
emerging technologies and participate in a concerted repositioning of the entire 
base community.  Equally compelling, to any prospective purchaser of the 
leasehold interests, is the risk of an adversarial relationship with local utility 
providers, which could result in the requirement for significant investment in public 
infrastructure as a condition of access to public utilities. 
 

Table 2. BNAS Housing Portfolio- Public Utility Considerations 2009

Topsham 

Annex McKeen St.

Mariners 

Landing

Woodland 

Village

Brunswick 

Gardens

Midway 

Terrace

Station 

Quarters Total

Natural Gas

Owner/Infr MNG MNG MNG MNG MNG MNG MNG

Pipe MDPE MDPE HDPE MDPE MDPE MDPE MDPE

Condition VG VG VG VG VG VG VG

Lineal ft (approx) 9,962 8,690 6,898 7,914 2,721 1,090 2,528 39,803

Service MNG MNG MNG MNG MNG MNG MNG

Meter (Ind/Mstr)

# Meters

Electricity

Owner/Infr CMP CMP CMP CMP CMP CMP CMP

Ovhd/Undgrd Ovhd Ovhd Undgrd Undgrd Ovhd Ovhd/UG Ovhd

Condition Good Good Good Good Good Good Good

Lineal ft (approx) 25,217 No data 8,730 17,552 No data 2,650 1,031 55,180

Service CMP CMP CMP CMP CMP CMP CMP

Meter (Ind/Mstr)

# Meters

Water

Owner/Infr BTWD

Pipe 8" Transite 8" Transite Ductile Iron Ductile Iron 8" Transite 8" Transite 8" Transite

Condition Poor (I&I) Substd Substd Substd Substd Substd Substd

Lineal ft (approx) 10,122 8,474 5,903 4,918 3,424 1,579 1,293 35,713

Service BTWD BTWD BTWD BTWD BTWD BTWD BTWD

Meter (Ind/Mstr) Master Master Master Master Master Master Master

Known Diameters 8 8,10 2,6,8,10,14 6,8,10,14 6,8 8 2,3,6,8

# Meters

Sewer

Owner/Infr

Pipe 8" Clay 8" Clay 8" PVC 8" PVC 8" Clay 8" PVC 8" Clay

Lineal ft (approx) 9,709 9,580 5,245 2,686 2,723 1,456 3,262 34,661

Condition Poor (I&I) Substd Substd Substd Substd Substd Substd

Service TSD/BSD TSD/BSD TSD/BSD TSD/BSD TSD/BSD TSD/BSD TSD/BSD

Meter (Ind/Mstr) Master Master Master Master Master Master Master

Known Diameters 6,8,10 6,8,12 4,8 No data 8 8 4,6,8,10

# Meters
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Ground Lease 
 
Perhaps the most important limiting factor in considering reuse options for the 
portfolio is the bifurcation of ownership interests in the land and leasehold 
improvements.  In 2004, the US Navy entered into a partnership with GMH 
Military Housing pursuant to the privatization of military housing units on seven 
bases throughout the Northeastern United States.  As a result of this partnership 
structure, USN conveyed its interest in 743 housing units at BNAS (amongst other 
units conveyed on the remaining bases), subject to a 50 year ground lease, 
accepting in return an investment interest in Northeast Housing LLC the new 
ownership entity created to own, operate, construct and/or rehabilitee military 
housing on the seven bases.  The 50 year ground lease governs the rights and 
obligations of the parties for the term of the lease (through November, 2054), 
subject to renewals.  Under the terms of the Ground Lease Agreement, in the event 
of non renewal or default ownership of the leasehold improvements will revert to 
USN (or its assignee) in 2054. 
 
In exchange for the conveyance of an exclusive interest in the leasehold, in 2004 
Northeast Housing LLC (NEH) issued taxable military housing revenue bonds to 
finance certain improvements to the existing housing developments, and to 
capitalize the new construction of housing units required to meet anticipated 
demand.  Shortly thereafter, the BRAC 2005 announced its decision to 
decommission BNAS. As a result, the 2004 bond issue was refunded and the 
Ground Lease was amended, restated and bifurcated to recognize the Navy’s 
limited interest in the leasehold improvements.  Although copies of the Bond 
indenture and/or NEH Operating Agreements were not made available to MRRA, 
we presume that BNAS housing units were released from any mortgage, security 
and/or collateral agreements associated with the bond issuance. 
 
While a definitive legal analysis of the ground lease is beyond the scope of this 
report, the strategic implications of the ground lease are clearly far reaching.  Given 
the limited remaining term on the ground lease (45 years), it would be nearly 
impossible to market the housing development as fee simple or condominium 
ownership.  Further, securing capital for the purchase and renovation of the 
housing assets will be exceptionally difficult, due to the limited prospect for 
recapitalization.  This condition is exacerbated by current market conditions, and 
will only erode over time as the term of the ground lease draws near.  In this 
context, Brunswick and Topsham have an extraordinary interest in exercising 
influence over the disposition of both the leasehold improvements and, eventually, 
the fee interest in land.  To the extent that the Town(s) have any interest in ensuring 
that some portion of the property is converted to homeownership, and/or that 
future owners of rental units have access to capital for improvements over time, 
the resolution of this bifurcated interest in land and improvements is of paramount 
interest. 
 
The existence of the bifurcated ownership interest raises a number of other 
challenges which are of significant interest to a future owner.  In particular, the 
ground lease stipulates an annual lease payment of $1 per year for the remaining 
term of the lease.  Given those terms, the economic value of the land fee is 
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irrevocably associated with the net present value of any leasehold improvements 
that revert to the Lessor upon termination of the lease.  Further, it is not clear that 
the Lessor has the authority to require Lessee to maintain the improvements in the 
absence of a lease renewal, nor is it apparent that the Lessee would be able to raise 
capital to ensure said maintenance.  Finally, the copy of the ground lease that was 
provide for review, did not include important exhibits that presumably define the 
Lessor’s ownership interest in certain elements of infrastructure (i.e. water/sewer 
mains etc).  However, the ground lease does appear to convey responsibility for all 
expenses associated with the provision of any utilities or services (including fire 
protection, water, etc.) to the Lessee. 
 
As a result of this economic structure, the fee interest in the land is difficult to value.  
Clearly, the net present value of a stream of nominal ground lease payments ($1) 
offers little economic incentive to a purchaser, particularly if a key income 
producing asset that has prospective financial value at the end of the lease term (i.e., 
residual interests in leasehold improvements) is subject to limited ability to 
recapitalize and improve as the term of the lease approaches (see Table 3).  
Although the variables that would inform an accurate valuation of the fee interest 
in land upon expiration of the ground lease are not currently available, the 
following chart illustrates a prospective range of values based upon certain 
assumptions in regard to the initial value of the leasehold improvements ($15k-
50k/unit); a discount rate (10%) that reflects a significant term and investment risk, 
time value of money, and alternative investments; and the potential effect of a fixed 
lease period on the motivation of the leasehold interest to invest in improvements 
over time. 
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Table 3 
Illustrative Valuation of Fee Interest in BNAS Residential Land

Aggressive Valuation* Conservative Valuation**

Orignal 

Contract 

Amount

Lease Pmt

Asset Value 

($50k/unit, 2% 

infl)

NPV @ 10%

Asset Value 

($15k/unit, 1% 

infl)

NPV @ 10%

2010 1 35,100,000 1 0 1

2011 1 35,802,000 1 0 1

2012 1 36,518,040 1 0 1

2013 1 37,248,401 1 0 1

2014 1 37,993,369 1 0 1

2015 1 38,753,236 1 0 1

2016 1 39,528,301 1 0 1

2017 1 40,318,867 1 0 1

2018 1 41,125,244 1 0 1

2049 1 75,982,541 1 0 1

2050 1 77,502,192 1 0 1

2051 1 79,052,236 1 0 1

2052 1 80,633,281 1 0 1

2053 1 82,245,946 1 0 1

2054 1 83,890,865 83,890,866 59,898,078 59,898,079

NPV 2054 1,150,926 821,764

*Aggressive Valuation assumption: Initial Leasehold value at $50k/unit (avg.), increasing at 2% per annum

** Conservative Valuation: $0 Value of improvements at termination + reversionary land value at $35k/unit, 2% annual

*** Years 2019 through 2048 included but not displayed to enhance visual clarity  
 
 
While the assumptions that inform this approach to valuing the fee interest in land 
are arguable, it is clear that few investors would pay a significant sum for land 
assets that generate no income over an extended lease period, and may be worth 
little more than improved land at the termination of the lease period.  In fact, it is 
likely that the only prospective buyers of the underlying fee interest in land will be 
the entity charged with redeveloping the entire base (presumed to be MRRA) 
and/or the purchaser of the leasehold interest in the housing assets.  The best 
approach to maximizing asset value, both from an economic standpoint and a 
community perspective, is to conflate the interests in land and improvements, 
thereby enabling conversion of apartments to fee simple or condominium 
ownership (where appropriate) and eliminating the capital inefficiencies which are 
inevitable in a bifurcated ownership structure 
 
Municipal Service Agreements 
 
A corollary issue of importance to local communities is the taxable nature of the 
ultimate BNAS Housing ownership entity.  It is well established law that state 
and/or local subdivisions may not levy a tax directly upon the United States.  
However, immunity from local taxation is predicated upon a specific fact pattern 
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leading to a conclusion that “a state tax is impermissible when the taxed entity is so 
intimately connected with the exercise of power or performance of a duty by the 
Government that taxation of it would be a direct interference with the functions of 
government itself.” 
 
The privatization of military housing raises interesting and complex issues in regard 
to local taxation that are well beyond the scope of this report.  For the purpose of 
this analysis, it seems apparent that while the USN: 1) retains the fee interest in the 
land; and 2) owns a controlling interest in the LLC which owns and operates the 
leasehold improvements situated on the land; and 3) the primary use of the 
leasehold improvements is to provide housing to armed forces personnel, the case 
for exemption is fairly compelling. 
 
The Town(s) of Brunswick and Topsham have generally enjoyed a cooperative 
working relationship with the US Navy, as evidenced in part by the negotiation of a 
Municipal Services Agreement stipulating the payment of a fee in lieu of taxes 
equivalent to $1,275 per unit per annum.  This annual service payment is roughly 
equivalent to the annual property tax payment that might be generated by a high 
quality apartment complex in Maine.  In addition to this contractual payment, the 
Towns have access to federal grants to reimburse towns for the education of 
children in military families.   
 
However, the sale of the land/leasehold improvements, and the cessation of use by 
military personnel will presumably invalidate these annual payment contracts and 
subject the property to revaluation and tax assessment.  The absence of military 
families will also presumably limit access to federal grants previously enjoyed by 
the local school districts. If the land and leasehold improvements are separately 
owned, the highest and best use of the property effectively becomes rental 
property, thereby leading to a reduced valuation and potentially lower property 
tax yields.   The combined effect of these reductions in potential revenues to local 
governments and school districts is not inconsequential. 
 
Important Strategic Implications  
 

1. The location, age and configuration of the housing portfolio is best suited to 
working families who can take advantage of unit configuration (3/4BR), 
townhome style, and spacious common areas that characterize the portfolio.  
While the units can be reconfigured to respond to alternative market 
demand, the cost of reconfiguration is significant and it is not clear that 
sufficient demand exists to warrant an investment in widespread 
reconfiguration.   

 
2. The existence of the ground lease inhibits the use of the property for 

anything other than rental housing and presents an extremely significant 
impediment to attracting capital for the purchase and improvement of the 
property.  Perhaps more importantly, if the land and leasehold interests are 
separately owned, by entities with potentially adverse relationships, the 
incentive to maintain the leasehold improvements over time will decline, 
leading to an intolerable and unsustainable condition. 
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3. The awkward configuration, unclear utility ownership pattern and 

substandard condition of certain public utilities is a significant impediment to 
maximizing asset value.  At a minimum, any new owner should contemplate 
a significant investment in subsurface utility infrastructure.  This investment 
can potentially be mitigated in a “win-win” relationship between the new 
owners, the Town(s) and the local utilities, all of who have a vested interest 
in maintaining the integrity of the utility infrastructure and revenue base.   
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Marketing Strategy 

 
 
A.  Market Impact 

While the impact of the BNAS closure is difficult to quantify with precision, this section 
of the report provides a description of the projected housing impacts of the closure, and 
projects potential demand for the absorption of vacated housing units based upon a 
broad array of development assumptions. 
 
The following demographic projections represent our best professional estimates.  We 
have consulted Maine experts Professor Charles Colgan of the Muskie Institute at the 
University of Southern Maine, Senior Research Analyst Bob King at the Maine State 
Housing Authority, and Acting State Economist Michael Levert.  We have also used 
data from the U.S. 2000 Census, the American Community Survey (2005-2007), 
MaineHousing, the Maine State Planning Office, and the Massachusetts Institute of 
Technology. 
 
Because we are far from the last Census, because our economic crisis has unique 
features, and because the pace of redevelopment of the Base is uncertain, these 
projections are best viewed as providing insight into the shape and characteristics of the 
future market, rather than as a prediction of what will happen in one year or another.   
 
When BNAS closes in 2009 and 2010, two types of housing will be affected: 
 

 702 units of rental housing in Brunswick and Topsham, owned by Northeast 
Housing LLC (Balfour Beatty/USN) and located on Navy land, will be 
completely vacated and available to the general market; and 

 
 Up to 1,743 of units of private owner (884) and rental (859) housing, located in 

55 Maine municipalities, may be vacated and may become available to the 
general market.   

 
The area which is affected stretches from York to Penobscot to Franklin counties.  But in 
the cases of the outlying towns, only a handful of communities will be sharply impacted 
by the closure (see Figure 2 on next page).  For purposes of this analysis, the impact 
area for the study includes those communities that may experience a rental vacancy 
rate increase of 3% or more, and/or that are within the defined economic/labor market 
area of the Bath-Brunswick region.   
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Table 1 attached below illustrates the individual communities that are impacted by the 
Base closing.  Not surprisingly, most of the impact, public and private, will be in the 
towns of Brunswick and Topsham. 
 

 
 
 
 
Clearly, the most immediate and 
dramatic impact of the closure will be on 
the rental market, particularly the 
Brunswick rental market.   In seven 
communities, over 5% of the rental stock 
will potentially be vacated upon the 
closing of the Base. When this is added to 
the existing vacancies, the total rental 
vacancy rate will jump to over 15% for 
the impact area as a whole, and over 30% 
in Brunswick alone (see Inset Table).  This 
will create difficulties for small landlords, 
and a lowering of rental rates region-
wide. 
 
 
 
 

Table 4. Short Term Impact of Base Closing on Local Housing Market Vacancy

Market Area Housing Units* Closing Impacts Increase in Vacancy
Total Owner Renter Owner Prvt Apt BNAS Apt Owner Apt. Total

Brunswick 9,320 5,703 2,953 195 284 573 3.42% 29.02% 11.29%
Topsham 4,079 2,734 1,174 96 106 73 3.51% 15.25% 6.74%
West Bath 1,002 610 148 14 21 0 2.30% 14.19% 3.49%
Harpswell 3,895 1,873 502 8 46 0 0.43% 9.16% 1.39%

Bath 4,477 2,231 1,895 61 147 0 2.73% 7.76% 4.65%
Phippsburg 1,648 796 123 9 6 0 1.13% 4.88% 0.91%
Woolwich 1,318 1,034 166 3 8 0 0.29% 4.82% 0.83%

Bowdoinham 1,222 951 183 15 8 0 1.58% 4.37% 1.88%
Georgetown 1,039 395 99 7 4 0 1.77% 4.04% 1.06%

Dresden 831 613 104 2 4 0 0.33% 3.85% 0.72%
Bowdoin 1,165 999 111 35 4 0 3.50% 3.60% 3.35%

Richmond 1,589 1,062 327 22 8 0 2.07% 2.45% 1.89%
Wiscasset 1,871 1,311 393 10 6 0 0.76% 1.53% 0.86%
Westport 510 284 33 0 0 0 0.00% 0.00% 0.00%
Arrowsic 253 211 21 0 0 0 0.00% 0.00% 0.00%
Durham 1,631 1,418 180 6 17 0 0.42% 9.44% 1.41%

Yarmouth 3,673 2,449 933 0 71 0 0.00% 7.61% 1.93%
Lisbon 4,114 2,851 1,098 123 50 0 4.31% 4.55% 4.21%

Freeport 3,568 2,585 731 0 23 0 0.00% 3.15% 0.64%
Impact Area 47,205 30,110 11,174 606 813 646 2.01% 13.06% 4.37%

* Columns don't sum due to varying sources of data for Total (2008 Housing Survey) and Owner/Renter (2000 Census)
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B.  Market Impact- Lessons from Plattsburgh AFB 
 
Of recent base closings, Plattsburgh, New York, is the one that offers the closest parallel 
to what Brunswick might expect.  Plattsburgh is similar in size to Brunswick – around 
21,000 at the time the base closed (Brunswick is about 22,000).   Its surrounding county, 
Clinton County, was around 80,000 (the Brunswick impact area is about 95,000).  
Plattsburgh’s base was an airport on 3,400 acres, with 3 million square feet of buildings, 
and 5,500 employees (Brunswick is 3,300 acres, 2.3 million square feet, and 4,800 
employees).  Both are in cold-weather, northeast climates.  Both are far from large cities 
-- Plattsburgh is 275 miles from New York City, Brunswick 140 miles from Boston.     
    
Since 2000, the base redevelopment has proceeded quickly.  The redevelopment 
organization reports that over 60 tenants in aerospace, rail transportation,  composites, 
market research, manufacturing, warehousing, high tech engineering, pharmaceuticals, 
health care, and varied other fields have moved in – and that fewer than 20 parcels 
(from among an original 195) remain to be sold. With this as background, what has 
happened in Plattsburgh? 
 
First, the population dipped by 3,000 people (about 15%) within the City of Plattsburgh 
four years after the based closed.  Within the County as a whole, population fell by 
6,000 during this period.  This would be equivalent of 2014 in Brunswick’s chronology. 
 
At that point, the economic development efforts began to turn the tide, and population 
began to slowly grow.  Still, today, 12 years after the closure, the population in 
Plattsburgh or in its surrounding county has not regained pre-closure levels.   
 

Population Change from 1990 Census level:

Plattsburgh and surrounding areas
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Besides dipping and recovering, the population also changed in its age composition.  
Clinton County became closer to the “norm” with regard to population distribution 
between 1990 and 2000.  In 1990, one in four residents (25.3%) in Clinton County was 
between the age of 18 and 29 – compared to 18.4% for neighboring Essex and Franklin 
Counties.  By 2000, Clinton County was much closer to Essex and Franklin – only 18.7% 
in the 18-29 band, compared to 14.9% for the neighboring counties.   
 
C.  Current Market (Supply) Characteristics 
 
While there is never an opportune time for economic dislocation of the scale anticipated 
as a result of the closure of BNAS, current regional/national market conditions make 
this a particularly difficult time to absorb the projected impact to local housing market 
conditions.  Our brief evaluation of local housing market conditions in advance of the 
withdrawal of 2,000+ households, reveals a housing market which is quite vulnerable.  By 
all conventional indices of market distress (sales volume, pricing, days on market, rent 
levels, vacancy rates, etc.) the Brunswick/Topsham housing market is clearly 
experiencing a significant correction in local housing values.  
 
A brief discussion of prevailing market conditions in the Brunswick/Topsham housing 
market area includes: 
 
Vacancy-Occupancy rates are falling in the area.  A study done in the Portland area 
in the spring of 2007 showed market occupancy rates of 95.4%, the recent study 
indicates occupancy has fallen to 91.9% by the spring of 2009.  Leasing agents in the 
Portland area indicate renters are opting for smaller units, foregoing the extra 
bedroom, they would have a year or two ago. We surveyed twenty-seven 
apartment complexes; sixteen had market-rate units, the balance had some manner 
of rent subsidy. More than half of the complexes were experiencing an occupancy 
rates in the 90-percentile our March 2009 survey.   
 
Sales of MF Property- Because there are few, large-scale multifamily properties in the 
area, very few sales of multifamily properties take place.  We were able to garner 
data regarding four multi-family sales containing between nine and thirty-one 
units. Capitalization rates for the sales reviewed ranged between 7.6% and 9.48%, 
or a pay back of 13.2 years to 10.5 years.  Nationally, cap rates have been rising due 
in large part to the turmoil in the capital markets and poor real estate 
fundamentals.  Cap rates have risen 150 basis points from March 2008 to March 
2009, nationally, according to a study by CB/Richard Ellis.  There are similarities in 
the Brunswick market to the national real estate fundamentals and our expectation 
is that cap rates for properties in the market will continue to rise. 
 
Single Family Home Values- Similar to state and national trends, single family home 
values in the Brunswick/Topsham market area have declined significantly since 
peak years of 2006.  The decline in home values has accelerated in the first two 
quarters of 2009 (Chart 1). 
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Source MREIS, http://www.mainelistings.com/PressReleases 
 
 
New Construction/Development- While the Brunswick/Topsham market area has 
generally experienced relatively modest levels of new construction activity, 2007 and 
2008 witnessed an 80% decline from peak values for new construction of single family 
homes and multifamily properties (Table 5 below). 
 
 

Table 5. Building Permits Issued 
Total  Units – Brunswick and Topsham, Maine 

Year Single-Family Multifamily Total Permits 
 Brunswick Topsham Brunswick Topsham Brunswick Topsham 

2000 86 62 0 0 86 62 
2001 88 53 0 12 88 65 
2002 97 54 14 0 111 54 
2003 104 87 18 8 122 95 
2004 77 87 19 4 96 91 
2005 80 85 6 8 86 93 
2006 73 53 48 8 121 61 
2007 66 19 2 0 68 19 
2008 21 14 0 0 21 14 
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D.  Marketing Strategy 
 
Fundamental to the success of the proposed development strategy is a commitment to 
maintaining asset value and a rapid absorption of vacant housing units.  At first glance 
these goals seem to be in competition.  However, we are recommending a two-tiered 
marketing strategy that focuses on three key market demographics:  
 

1. First time home buyers throughout the region; 
2. Commuters and new employees at the former BNAS; and 
3. Retiree/second home buyers in select sub-neighborhoods.  

 
The marketing strategy for the first two demographics has a local/regional focus, with 
an emphasis upon broadening the marketing window to working families who 
formerly could not access the Brunswick/Topsham market due to price constraints.  
The second market tier is more complex and regional/national in focus.  The market for 
retirees and second home buyers is not primarily price driven.  However, we believe 
that the option of an affordable retirement home in one of Maine’s most desirable 
residential communities may overcome initial buyer resistance to the location and 
configuration of homes available in the BNAS portfolio.  This resistance can be further 
reduced by strategic repositioning of certain sub-neighborhoods within the portfolio 
(i.e. McKeen Street, adjacent to Thornton Oaks) and/or with appropriate design and 
architectural treatments suitable to the intended audience. 
 
As we consider the appropriate marketing strategy is it important that we draw a clear 
distinction between housing value and initial pricing. Indeed, we hope to offer access to 
families formerly unable to access housing in the desirable Midcoast housing market, 
while preserving value through a combination of tiered pricing and shared appreciation 
financing incentives.  A key benefit of this strategy will be the attraction of working 
families from across the region, the market most likely to be attracted to the large 3 & 
4BR housing units which comprise most of the BNAS housing portfolio. 
 
Pending redevelopment of the base and attraction of new employers, the most 
accessible market to be tapped in support of the absorption of BNAS housing units are 
first time home buyers and commuters from across the region.  Admittedly, a focus on 
this market simply dissipates the market impact to other regions across the State and 
northern New England.  However, the MidCoast region has wrestled in recent decades 
with severe barriers to affordable homeownership.  Further, young first time home 
buyers are ideally suited to the inventory of 3 & 4BR homes that comprise the BNAS 
portfolio and will help offset the significant reduction in school age children within the 
Brunswick/Topsham school districts. 
 
The first time home buyer market is obviously a price and value driven market.  The 
lower the initial entry price, the broader the market.  However, we need to be careful 
to provide confidence in the long term residual value of the asset, an equally important 
driver of home sales and a necessary prerequisite to long term market stability.  In that 
context, we recommend a tiered pricing structure that expands the marketing window 
to households with current earnings as low as 70% of the median area income.  An 
illustrative pricing schedule for improved condominiums in the various BNAS 
neighborhoods is summarized in the following table (Table 6). 
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Table 6 

 

 
This pricing strategy not only expands the marketing window to thousands of Maine 
families, it provides an important incentive to employers who seek to relocate to the 
former base. 
 
In order to balance the competing demands of long term affordability with homebuyer 
expectations for appreciation, we recommend the development of a shared 
appreciation mortgage (SAM) that recognizes the variance between market value and 
initial sale price, and provides for a partial recapture of surplus sale proceeds to be 
reapplied to the goal of preserving long term affordability.  The structure of the SAM 
should provide adequate provision for equity buildup and incentive for reinvestment in 
the fixed asset, thereby ensuring healthy real estate market conditions.  The tiered 
pricing structure will also provide for equity in property tax treatment and in the 
establishment of beneficial interests (and HOA fees) amongst neighbors, thereby 
reinforcing the sense of shared community and offering stability to the local tax system. 

BNAS Illustrative Pricing Schedule

Unit 70-80% MAI 80-100%MAI Unrestricted Market Value

2BR 99,900 119,900 139,900 139,900

3BR 109,900 129,900 149,900 149,900

4BR 119,900 139,900 159,900 159,900

5BR 129,900 149,900 169,900 169,900

BNAS- Projected piti*- Homeownwership

Unit 70-80% MAI 80-100%MAI Unrestricted

2BR $935 $1,062 $1,188

3BR $1,010 $1,136 $1,262

4BR $1,084 $1,210 $1,337

5BR $1,158 $1,284 $1,411

piti: principal interest taxes & insurance

BNAS Affordability Profile (HHLD Income req'd)*

Unit 70-80% MAI 80-100%MAI Unrestricted

2BR $40,085 $45,503 $50,921

3BR $43,266 $48,683 $54,101

4BR $46,446 $51,864 $57,281

5BR $49,626 $55,044 $60,462

* assumes mortgage financing 6.5%, taxes $22/1000, $150PUM HOA/Ins
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In addition to tapping the first time home buyer market, we strongly recommend that 
consideration be given to the needs of new employers, including (potentially) the 
retention of a modest number of units (10-20+/-) to serve as temporary housing for 
families relocating to Brunswick in pursuit of new employment.  Further, business 
development specialists at MRRA should consider the viability of master leasing or 
otherwise acquiring the rights to certain units for bulk purchase by new employers 
who express an interest in providing employer assisted housing as a means to attract 
highly qualified employees from other parts of the country. 
 
Although new employees and first time homebuyers are the most predictable market 
segment, there are a number of niche markets that should be explored, including 
retirement housing (see McKeen Neighborhood Plan), co-housing developments, and 
live/work communities.  While the immediate prospects for attracting these markets is 
significantly less clear, the ability to control and define a significant neighborhood of 
high quality homes at well below replacement cost could prove very desirable to 
certain market segments previously excluded due to the high cost of new housing 
development.   
 
Finally, the redevelopment of BNAS housing provides an opportunity to realize the 
longstanding community (and national) goal to provide affordable rental opportunities 
to lower income families within a socially and economically diverse community setting.  
The relatively low cost associated with purchasing these high quality housing assets 
provides an unprecedented opportunity to site a modest number of affordable rental 
housing units within a larger community of homes, without distinction to income or 
class.  In order for this “mixed income, mixed tenure” strategy to be successful, we 
believe the development needs to adhere to the following principles: 
 

1. The rental units should be scattered throughout BNAS neighborhoods, 
preferably at a concentration of less than 20%;  

2. Affordable rental housing units should be indistinguishable in design and 
exterior finish, to the greatest extent practicable;  

3. Homeowners and renters should be subject to same condominium association 
regulations, with particular emphasis on maintenance, outdoor storage, etc.,  

4. Renters should be provided clear incentives to acquire an ownership stake in the 
development, including preferential access to first time home buyer purchase 
opportunities, access to education and training etc., funded, in part, through the 
proceeds of future home sales under the shared appreciation mortgage. 

 
E. Marketing/Absorption Targets 
 
Assuming a successful redevelopment strategy, how quickly might the 
Brunswick/Topsham housing market recover from the combined impact of the 
withdrawal of 1,000+ households, and the introduction of 702 units of former military 
housing into the private market? 
 
While the answer to that question is highly speculative, we believe that a well conceived 
and executed marketing and redevelopment strategy could have a significant impact on 
the absorption of surplus housing.  Table “” below provides an illustration of the 
projected growth of households within the Brunswick/Topsham housing market area 
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under two assumptions: 1) a “No Action” strategy that simply allows conventional 
market forces to prevail; and 2) a concentrated investment, redevelopment and 
marketing strategy that builds upon community assets, attractive pricing, and projected 
growth in local employment to accelerate the introduction of new households into the 
local housing market.  The variance between the two strategies is significant, including a 
near restoration (98%) of market conditions by 2015 under the most optimistic scenario. 
 

 
 
We have used these market absorption goals to inform our approach to the 
redevelopment of the BNAS portfolio, as further discussed in the Development section 
of this report.  The development plan supplements these demographic projections with 
suggested actions on the “supply” side of the equation (i.e. demolition, transfer of 
development rights, etc.) that accelerate progress towards market equilibrium and 
absorption of the 702 surplus housing units (see Table 8) 

Table 7.  Projected HHLD Growth Under Alternative Redevelopment Assumptions

As Is No Action
Comprehensive Marketing & 

Redevelopment

Market 2009
BNAS 
Loss

Normal 
Growth 

2015 
HHLD

New 
BNAS 
Jobs

Com-
muters

New 
FTHB

New 
retiree

2015 
HHLD

Brunswick 8,694 (1,052) 284 7,926 278 175 100 50 8,529

Balance 31,184 (1,013) 2,340 32,511 278 200 150 50 33,189

Total 39,877 (2,065) 2,625 40,437 556 375 250 100 41,718

BNAS 
Hsousing 
Mrkt 
Penetration

30% 45% 75% 50%
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Table 8. BNAS Housing Absorption Target/Marketing Plan

Market Segment 2010 2011 2012 2013 2014 Totals

Units Available 702 334 198 152 86 43 

Units Demolished 179 60 0 0 0 239

Units under Lease 100 -20 -20 -20 -8 32

FTHB 25 25 15 10 0 75

Relocated Apts 
(BHA)

25 25 0 0 0 50

Commuters 16 16 16 16 16 80

BNAS Employees 8 15 20 20 20 83

Retirees 0 0 0 25 0 25

Cap & Trade 5 5 5 5 5 25

Other (in market; 
corp relo, 2nd 
homes, etc.)

10 10 10 10 10 50

Units Vacant/ 
Available

334 198 152 86 43 702 
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Community-Centric Design 
 
From a design standpoint, the BNAS housing portfolio is truly a study in contrasts.  The 
neighborhoods exhibit many of the best “smart growth” & sustainable development 
standards, including clustering of improvements, curvilinear street patterns, extensive 
open space and walking trails, etc.  Unfortunately, these characteristics are undermined 
by a pattern of relative isolation from abutters, drearily uniform architectural 
characteristics, and limited diversity in layout, speaking in the aggregate to an overly 
regulated housing market more commonly found in military and/or public housing 
development.  
 
In recognition of these conflicting images, and the potential drag on marketing and 
integration represented by these design deficiencies, the consulting team was expanded 
to include key contributors to the Maine “Great American Neighborhoods” text, and a 
prominent landscape architecture firm currently engaged in the design of the Maine 
Street Station in downtown Brunswick.  This design team explored the production of a 
set of revitalization Design Standards to guide public and private reinvestment in the 
BNAS Housing portfolio.  While these standards are necessarily preliminary in nature, 
and speak directly to the highly sensitive McKeen Street neighborhood, the guidelines 
provide important insights into the role of highly targeted design and development 
standards as an element of a comprehensive repositioning of the portfolio. 
 
In completing this scope of work, the design and development team were guided by 
three overarching design goals: 
 

 Revitalize: Building on the excellent site plan, common areas, curvilinear street 
patterns currently evident in the built environment;   

 Connect:  Vehicular, bike and pedestrian connections to help create 
community and a better “quality of place”   

 Personalize: Create a sense of diversity through the “personalization” of the 
architecture, individual lots and unit plans.  

 
In order to illustrate the impact of these design principles on the existing form and 
marketability of the McKeen Street neighborhood, we have included one of the 
preliminary and conceptual images to guide discussion (see Figure 3).  In conjunction 
with the proposed realignment of BNAS neighborhood into a series of smaller sub-
neighborhoods, more closely integrated with abutters and more clearly defined to 
respond to specific market niches (i.e. retirement housing, live/work, co-housing, etc.), 
the design/development team recommends a series of cost effective and targeted 
design strategies to reduce the uniformity of the built environment (i.e. exclusive use 
areas, siding/roofing changes, etc.) and optional changes to the interior configuration 
of the units to render them more attractive to smaller families and niche market 
opportunities.  These design standards and recommendations will be described in 
greater detail in the final report. 
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Figure 3. McKeen Street, 20% reduction in density, re-characterize McKeen Street frontage 
with retail/mixed use, provide individual lots, construct storage areas at NW and SW corners of 
site and extend retirement housing from Thornton Oaks into McKeen Street 
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Development 
 
As further discussed within the body of this document, our recommended approach to 
the redevelopment of the former BNAS portfolio is guided and informed by the 
following development principles: 
 

1. Target underserved markets (First time home buyers, commuters, price 
sensitive retirees, etc.) with housing quality, aggressive pricing & potential for 
capital appreciation. 

2. Maintain real estate values through tiered pricing, shared appreciation. 
3. Eliminate obsolescent buildings in portfolio (30+/-%) and Town (50-100 units) 

through TDR/cap&trade/demolition (incl Brunswick Housing Authority units) 
4. Implement community-centric design standards. 
5. Create unique sense of community/place; respond to submarket niches 

(live/work, co-housing, temporary corporate housing, etc.). 
6. Link housing to BNAS workforce/business development plan. 
7. Implement highest quality asset management systems; avoid perception of 

vacancy and decline. 
8. Achieve longstanding affordable housing goals. Plan for social economic 

diversity; avoid concentrations poverty. 
9. Avoid redundancies.  Work in joint venture with local real estate industry. 
10. Tie business plan to market; minimize dependence upon scarce public funding to 

ensure timely, consistent progress. 
 
Consistent with these principles, and based largely upon the findings discussed within, 
we recommend the reconfiguration of the seven BNAS neighborhoods as follows: 
 

 
 
Obviously, the ability to implement such an ambitious redevelopment plan assumes a 
degree of influence/control over the portfolio that does not currently exist.  Indeed, it is 
important to acknowledge that it would be entirely logical for a profit maximizing/risk 
avoiding purchaser of the property to avoid the complexity and risk associated with 
this community-centric design & development plan. 
 

Table 9. Proposed Reuse by Neighborhood

# of Units
Neighborhood Current Proposed Proposed Use

Mckeen Street 231 183 Condo-FTHB/Retiree; Mixed use frontage
Brunswick Gardens 44 44 Apartment;workforce & affordable rental
Mariner's Landing 126 126 Condo-FTHB (20% affordable apts)
Woodland Village 94 94 Condo-FTHB (20% affordable apts)
Midway Terrace 62 0 Demo/Redevelop
Topsham Annex 129 0 Demo/Redevelop
Station Quarters 16 16 Single Family; redevelop w base
Totals 702 463
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Indeed, when we commenced this engagement, the consulting team strongly 
recommended the purchase of the BNAS portfolio by MRRA, and the subsequent 
redevelopment of the portfolio in joint venture with local developers.  A brief 
illustration of the proposed organizational structure for the development process is 
described in Figure 4.   
 
 

 
 
 
Towards that end, we assisted MRRA in the submission of an Offer in response to the 
Confidential Offering Memorandum circulated by Northeast Housing LLC, the joint 
venture between USN and Balfour Beatty that currently controls the site.  
Unfortunately, although MRRA’s offer qualified it as a finalist in the bid process, 
MRRA’s commitment to achieving certain public benefits for the community did not 
enable the submission of a “final and best” offer by a competing bidder who was not so 
encumbered. 
 
Although it appears that USN and Balfour Beatty are intent on maximizing net sale 
proceeds through a sale to an alternate bidder, the prospect of achieving some or all of 
the goals articulated within is certainly still within reach.  Although the substitution of a 
private “at risk” development partner certainly complicates the community’s ability to 
negotiate public benefits, MRRA and the community retain powerful incentives and 
disincentives that should motivate the alternate buyer to cooperate with much of the 
community’s vision for the proposed redevelopment.  Unfortunately, if the alternate 
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buyer proceeds to closing at the higher price, the public benefit that might otherwise 
have been purchased with that purchase premium will be irretrievably lost and will 
need to be compensated for by reduced public benefit and/or increased public subsidy. 
 
Assuming USN and Balfour Beatty proceed to closing with the alternate buyer, we 
strongly recommend that MRRA adopt the alternate organizational structure loosely 
described in Figure 5 and use the powerful tools at its disposal to influence the Buyer to 
achieve the greatest possible public benefit. 
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Development Leverage/Control 
 
While real estate development is one of the last bastions of the iconoclast, MRRA and 
the communities it serves have significant resources and tools at their disposal to 
encourage the kind of “joint venture” that might have more logically flowed from a 
sale of the property to MRRA and the subsequent re-disposition to developers subject 
to development standards, covenants, etc.  These tools, in relative order of priority are 
described in tabular form, as follows: 
 
 

 

Table 10. Points of Leverage in Negotiation of Community Benefit

Incentive Disincentive Assumption

Ground Lease
Extension/ 
conveyance Enforcement

Economic Deve 
conveyance

Utilities
Access to "green" 

technologies at Purchaser cost
subject to cooperation 

w utility districts
Infrastructure 
improvements at Purchaser cost

subject to cooperation 
w utility districts

Assistance w 
submetering at Purchaser cost

subject to cooperation 
w utility districts

Impact Fees Waiver Imposition
Open space, trash, 

school?

Public Funds NSP Lmtd/no access as resources allow
CDBG Lmtd/no access as resources allow
HOME Lmtd/no access as resources allow
Other? Lmtd/no access as resources allow

Entitlements Negotiaton Enforcement

Property Taxes
Tac  Increment 

Financing
Valuation at 

replacement cost
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Managing a Multifamily Residential Community in Transition   
 
Unlike the development of new residential communities, the redevelopment of existing 
housing is particularly difficult due to preconceived notions about the development’s 
“fit” within the marketplace, and the daunting challenge of managing an asset through 
extended periods of resident turnover and vacancy.  Our final report provides insight 
into a range of best practices associated with the maintenance, operation and 
repositioning of 702 units of former military housing located at the Brunswick Naval 
Air Station (BNAS).   
 
For the purpose of this strategic summary, it is important to note that any prospective 
purchaser of the BNAS portfolio must be highly capable, well capitalized and 
sufficiently motivated to apply the highest quality asset management systems during 
the projected five+ year absorption period anticipated for the repositioning of the 
former military housing asset.  High quality asset management represents a costly 
investment in the long-term future of the real estate portfolio.  During periods of 
market trauma, investments in asset management are often sacrificed to short-term 
“bottom line” considerations. While understandable from an immediate cash flow 
standpoint, this shortsighted approach to the portfolio could have serious adverse 
consequences for the portfolio and the larger community.  In a market where choices 
abound, new residents are quick to assess the relative quality of housing options and 
will avoid long-term commitments to communities that emphasize short-term 
occupancy over long-term quality of life. 

 
The re-establishment of the development’s market image will be greatly affected by 
how the transition is managed.  First impressions are difficult to overcome and it is 
important that the new owner have a clearly articulated plan and a highly qualified 
management team to oversee that transition.  Particular areas of concern include: 
 

1. Asset Preservation- even the most ambitious projection of housing absorption 
will include extended periods of sustained vacancy. In the marketing sections of 
this report, we project vacancy levels in excess of 50% during the early stages of 
the redevelopment process.  Some of these units are candidates for demolition, 
and should be dealt with promptly.   Those units that are targeted for reuse 
should be secured by high quality security panels (i.e. VPS or equivalent) that 
provide the dual function of a highly secure environment and reduced visibility 
of the vacancy (as opposed to plywood or other low budget security systems).  
Water pipes should be drained and prepared for winter conditions, and 
mechanical systems maintained at a baseline level consistent with a interest in the 
preservation of the underlying housing asset.  If heated, the unit should be 
equipped with an external temperature alarm and all smoke/fire detectors 
should be activated and regularly monitored for performance. 
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2. Development Phasing- the leasing and/or redevelopment of specific sub-
neighborhoods should be managed in a manner that concentrates occupancy in 
stable neighborhood settings.  This may require an investment in “mothballing” 
certain units or sub-neighborhoods until strategic levels of sustained occupancy 
are achieved in early phases of the development.  We recommend that initial 
leasing and/or sales of housing units be focused along the most visible view 
corridors, thereby presenting a positive face to the community of future 
residents and a stable presence for existing neighbors. 

 
3. Inspection/Monitoring:  It is important that vacant units be inspected regularly 

to ensure that minor issues are caught and attended to before they become 
major issues that might jeopardize the integrity of the asset or threaten other 
residents.  First and foremost a schedule needs to be established whereby all 
vacant units are inspected from the outside at least weekly and a thorough 
interior inspection at least monthly. The exterior inspection should include 
looking for any breach of the material used to secure the unit,  broken glass, 
graffiti, any running water either visible or audible, deteriorated roof or siding, 
gutters (if present) and general upkeep.  If any deficiencies or issues are noted 
they need to be addressed as soon as possible. This regular and thorough 
inspection policy and procedure is first necessary to ensure the units/buildings 
are not allowed to deteriorate.  Secondly, and equally important, is to be able to 
provide proof to the insurer that the required monitoring is occurring. 
 

4. Security:   Most large residential communities now employ a drive-thru security 
patrol, used mostly in the overnight hours.  At a stable property where incidents 
are minimal, this service usually includes a drive-through once or twice per night 
and on-call to respond to any incidents.  If a significant number of units are 
vacant, the need for more frequent security patrols is necessary. If a significant 
number of units remain off-line for an extended period, the owner should 
anticipate the need for a dedicated security patrol.  This would involve a twelve 
(8-12) hour shift with one officer on during each shift.  Industry standard has 
been moving away from using “security firms” and leaning more towards the 
use of off-duty law enforcement details.  This is far more expensive but it has 
proven to be exceedingly more effective and also builds community support and 
goodwill.  

 
As previously noted, asset management is a significant expense, particularly during 
periods of extended vacancy.  As such, it is often the first target for cutbacks, 
particularly for undercapitalized or over leveraged owners who are motivated to 
maximize short-term cash flow.  However, the consequence of this disinvestment in 
asset management can be quite costly, both for the property owner (increased 
vandalism, reduced occupancy, etc.), and for the community that may be forced to 
respond to persistent nuisances.  


