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¢ Seek Congressional approval for
RECOMMENDATION #3

~ Enhanced leasing authority that allows them to The Commission recommends that the United
lease real property at fair market value and retain

lease proceeds to cover the total costs incurred at States create a space imperative. Te Department

KSC and CCAFS; and of Defense, the National Aeronautics and Space
_ Privatization of NASA utilities at KSC and Administration and industry must partner in inno-
CCAFS to overcome the budget burdens associ- vative aerospace technologies, especially in the
ated with capital improvements to outdated areas of propulsion and power. These innovations

infrastructure.

will enhance our national security, provide major
In addition, NASA and DoD need to make the

. ) ) spin-offs to our economy, accelerate the explo-
investments necessary for developing and supporting

future launch capabilities. To deal with the problem ration of the near and distant universe with both

of operating costs, NASA should also consider turn- human and robotic missions, and open up new

ing over day-to-day management responsibilities for opportunities for public space travel and commer-

its field centers to state governments, universities, or , :
. cial space endeavors in the 21st century.
companies.

ProvIDE INCENTIVES TO COMMERCIAL SPACE.
Government and the investment community must
become more sensitive to commercial opportunities
and problems in space. Public space travel may con-
stitute a viable marketplace in the future. It holds the
potential for increasing launch demand and
improvements in space launch reliability and
reusability. Moreover, it could lead to a market that
would ultimately support a robust space transporta-
tion industry with “airline-like operations.” The
government could help encourage this by allowing
NASA to fly private citizens on the Space Shuttle.

SustaiN COMMITMENT TO SCIENCE AND SPACE. The
U.S. government should continue its long-standing
commitment to science missions in space and focus
on internationally cooperative efforts in the future.
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Appendix B — Commission Interim Reports

I1. Space Infrastructure
A. Establish Federal Spaceports
1. Issue

The National Aeronautics and Space Administration (NASA) and the United
States Air Force (USAF) currently manage the space launch infrastructure at
Kennedy Space Center (KSC) and Cape Canaveral Air Force Station (CCAFS) each
according to its own distinct agency processes and procedures, even though both
share the same infrastructure. A new paradigm to manage infrastructure is necessary
to further increase efficiency and reduce cost.

2. Background/Findings

Significant strides have been made in unifying KSC and CCAFS through the Joint
Base Support Contract and a joint planning and customer service office to coordinate
customer space launch needs. Merging KSC and CCAFS into one facility, then
creating a quasi-federal entity (QFE) to manage it, might well further improve
efficiencies, reduce costs, and provide a simplified “single face™ to the users of and
suppliers supporting these two facilities. This would support both Government and
commercial customers.

While the government could retain ownership of all land, the QFE could operate,
maintain and upgrade the facility under the leadership of an executive director and
Board of Directors comprised of the government owners of the facilities. The QFE
should be allowed to operate more freely than traditional federal agencies through
streamlined rules and regulations with respect to appropriations, real property and
procurement. An appropriate model might be that of the Metropolitan Washington
Airports Authority. The unified spaceport facility (KSC and CCAFS) would operate
under a unified set of procedures rather than the two different sets of procedures
(NASA and USAF) used today, incorporating the best practices of each. As tenants
on a unified spaceport facility, NASA and the USAF could shed the direct
responsibility for base operations in the expectation that this could result in more
efficient operations and cost savings. Traditional government roles, such as range
and airspace safety, could be left in the hands of NASA and the USAF, or transferred
to other agencies, such as the Federal Aviation Administration (FAA).

Interim Report #3, Recommendation 1

NASA and the USAF should immediately begin a short-term study, to be completed
prior to May 2003 to support the FY 2004 legislative process. The study should build
on the recommendations from the February 2000 Interagency Working Group report
“The Future Management and Use of the U.S. Space Launch Bases and Ranges.” It
should investigate the feasibility of establishing a national spaceport structure at KSC
and CCAFS under a single management system. The study should identify the
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advantages of a common management for the national spaceport system, potential
cost savings, and process improvements above and beyond the current level of
cooperation. Recognizing that the USAF today provides a significant subsidy to
other users of CCAFS and KSC, the study should also consider the economic
feasibility of a quasi-federal corporation in light of the current economic climate for
space launch in the event that the USAF subsidy was unavailable to support range
operations. The study should include representatives from Edwards Air Force Base
(AFB), the Dryden Flight Research Facility and other government agencies, as
appropriate. The results of the study should be delivered to the Administration and
the U.S. Congress.

Enhance Leasing Authority
1. Issue

Currently, NASA and the Department of Defense (DoD) have only a limited
ability to lease real property and, in the few instances in which they can, the proceeds
generally return to the U.S. Treasury. Thus, there are few incentives for NASA and
DoD to lease their property. At the same time, NASA and DoD are having difficulty
adequately maintaining their space operations infrastructure due to budget constraints
and/or competing priority operations. NASA and DoD should have expanded leasing
authority and retain the proceeds from these arrangements to reimburse the impacted
organization for operations and maintenance costs.

2. Background/Findings

Real property is liberally defined as land (including undeveloped land), facilities,
capabilities and other resources provided to NASA and DoD customers under an
official lease agreement. Currently, lease proceeds/rents are deposited in the U.S.
Treasury as miscellaneous receipts rather than returned to the agencies for costs
attributable to the lease. This inhibits NASA and DoD from entering into long-term
agreements with state and commercial entities that would result in substantial state
and private investment.

In early calendar year 1999, NASA proposed enhanced leasing authority
legislation for consideration in Congress. Subsequently, Senator Bob Graham (D-FL)
introduced the “Commercial Space Partnership Act of 1999” in the U.S. Senate in
March 2000. The Senate postponed action on the bill at the Office of Management
and Budget’s request to allow the General Services Administration (GSA) one year to
investigate similar legislation for all agencies. However, GSA’s umbrella legislation
for all agencies was not approved that year.

Since KSC and CCAFS still saw great potential for this legislation, they redrafted
legislation that was included in NASA’s proposed FY 2003 Authorization Act.
KSC’s proposed legislation is supported by Senator Graham and Congressman Dave
Weldon (R-FL) and is consistent with the original bill, with the following significant
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exceptions. It deletes the reference to the lease of personal property, increases the
term for which a lease could be executed from five to 75 years, and adds new
language on the flexibility of lease proceeds usage.

Interim Report #3, Recommendation 2

Congress should approve an Enhanced Leasing Authority bill that allows NASA and
DoD to lease real property at fair market value and retain lease proceeds to cover the
total costs incurred in supporting the development and operation of the KSC and
CCASEF facilities. This legislation should grant the individual organizations the
widest and most flexible interpretation and authority.

Provide NASA Utility Privatization Authority
1. Issue

The electrical distribution infrastructure at KSC and CCAFS is 40 to 50 years old
and frequently fails. There were 22 unscheduled outages last year alone. The current
infrastructure is obsolete and many parts are no longer manufactured or available.
The infrastructure should have been replaced 20 to 30 years ago but has not been
upgraded due to lack of funding. Absent a new source of funding for upgrading the
system, it is only a matter of time before a power failure delays a launch.

2. Background/Findings

Replacement of the electrical distribution infrastructure at KSC and CCAFS is
long overdue but is now quite an expensive undertaking. There are 360 miles of
primary and secondary electrical distribution lines. Some 170 miles of these lines are
overhead/aerial and exposed to lightning strikes, which can propagate through the
system causing extensive damage. It would cost $500,000 per mile or $85 million to
relocate these lines underground in concrete-encased duct banks. An additional
$17.7 million would be required to repair power cables on KSC. Replacing the power
distribution on CCAFS and KSC would cost approximately $400 million. DoD and
NASA budget priorities have precluded adequate maintenance and upgrade of the
system. There is an urgent need for a new source of funding. In the commercial
world, these upgrades would have been accomplished long ago (perhaps twice)
through loans amortized over 30 years.

Congress enacted utility privatization legislation for DoD in 1994. The legislation
authorized DoD to sell its utility systems, including electrical distribution and water
and sewer to private companies. The USAF planned to sell its power and water
utilities and had several bidders. If implemented, the companies would have owned,
operated, and improved the systems, recovering the costs of operations and
improvements from the CCAFS and KSC through monthly utility service charges.
However, since CCAFS and KSC share the same electrical distribution system and
NASA did not have the same legislative authorization, the USAF could not move
forward with this plan until NASA received similar legislative authority, except at
prohibitive expense to NASA.
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Interim Report #3, Recommendation 3

Congress should grant NASA utility privatization authority. Privatization (whether to
private, state or municipal utilities) holds great potential for NASA and DoD facilities
(specifically KSC and CCAFS) to overcome the budget burdens associated with
capital improvements to outdated infrastructure. This legislation should grant the
individual organizations the widest and most flexible interpretation and authority.
The legislation could also be a model for other government agencies.
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