Lone Star/Red River Reuse Master Pien April 2007

] 2 / SITE REDEVELOPMENT PLAN

A. INTRODUCTION

The site redevelopment plan described in Chapter 12 is designed to achieve the economic
development goals articulated by the Red River Redevelopment Authority Board of Directors, the
teadership of Bowie County and the surrounding communities. This is a seminal project for North
East Texas and the region’s civic leadership is committed to the long-term success of this effort.

The site redevelopment plan describes the future land use, land parcelization, development
phasing and conveyance strategy for both facilities over the next 15 years. This section also
includes can estimated range of future utility and infrastructure costs to prepare each site for reuse.
These key reuse assumptions are then modeled in a 15-year financial proforma, which projects
future revenues, operating expenses, and debt service payments.

Given the shear size of the two facilities, the RRRA must manage s resources wisely and
selectively reinvest in areas that have the potential to capture private investment and create jobs.
This wilt be accomplished through o cooperative agreement between the Army, Day and
Zimmerman, Bowie County, and the Red River Redevelopment Authority. The site redevelopment
plan is the foundation on which all future agreements and business decisions wili be made.

B. SUMMARY OF MAJOR FINDINGS AND CONCLUSIONS

® The northeastern portion of the Lone Star property is tentatively being designated for use
by the current government contractor at Lone Star, Day and Zimmerman, Inc. The current
land use plan assumes that roughly 2,213 acres would be made available to their
operations, east of Central Avenue and north of Qld Boston Road.

"  With the existence of the Texas Northeastern Railroad (TNER) short-line extending west
from Texarkana at the property's northern boundary, the Lone Star facility has access to
both the Union Pacific and Kansas City Southern rail lines. This creates potential
opportunities for large warehouse and distribution users.
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The preferred development phasing plan for Lone Star
assumes that during the first 5 years, the level of utility
and infrastructure investment will be quite substantial
due to the construction of one or two new ethanol
production plants with an estimated construction value
between $150 and $300 million.

In order to achieve the preferred development phasing
plan, the RRRA will have to undertake an aggressive
utility and infrastructure investment program. Under the
preferred scenario, the RRRA could be faced with

Redevelopment Vision

The LSAAP will be marketed as a
regional, multi-modal
warehouse/distribution  cenfer,
with rail access and foreign trade
zone designation.  Direct rail
links with the deepwater port,
Llazaro Cardenas in  southern
Mexico, has been established by
the  Kansas City  Southern
Railroad and creates o potential
market opportunity for the Lone

millions in upfront infrastructure costs, $3.3 to $3.6 Star facility.

million of which would required to build a new 1.5
million GPD sewage treatment plant that would be
located at Parcel Lé6.

= The LSAAP site could receive favorable attention from prospective tenants due to the rail
availability and size of the site. Future decisions as to planning rail construction can only
be made based on the needs of specific shippers. Currently, the LSAAP site could receive
unit trains (110 cars each) two to three times per week from the TNER system.

= The ability of the RRRA to extend sanitary sewer to RRAD-WEP will be constrained by cost
factors, since the far eastern edge of the excess property is several miles west of the
existing Red River Commerce Park. These limitations may require the City of New Boston
to provide water and sewer; however, a long-standing lawsuit with Texarkana Water
Utilities (TWU) may restrict their ability to serve the site.

® There is a Kansas City Southern (KCS) switchyard in Texarkana; however, marketing
agreements between the TNER and UP systems may preclude the KCS as a cost effective
rail provider to either RRAD or LSAAP. The KCS rail system provides potential reuse
benefits because of the access to Pacific Rim cargo through the Port of Lazaro Cardenas
in Mexico; however, the TNER and UP lines are owned and affiliated with the Union
Pacific system. For reuse purposes, the UP connection is primary, the TNER is secondary to
the UP and the KCS connection is subsidiary to both.

C. SITE REDEVELOPMENT PLAN
1. Lone Star Army Ammunition Plant (LSAAP)

In order for the LSAAP to realize its economic development potential, the facility will require
considerable public and private investments in utilities, infrastructure, new buildings, and targeted
marketing. Despite this challenge, the Red River Redevelopment Authority views this project as
one of the most important economic development initiatives in the history of Bowie County and
North East Texas. With approximately 15,500 acres of mostly undeveloped forest land, LSAAP
must be fransformed into a new regional economic hub. As presented earlier in this plan, the large
size of this property far exceeds the region’s capacity to absorb land for job generating
purposes. As such, LSAAP must be marketed to a larger set of end users who currently may not be
located within the North East Texas region, but would view the site and its competitive advantages
as a positive business location.

The following section describes how the LSAAP facility will be positioned to capture future
employment and investment opportunities that capitalize on the competitive advantages of both
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the site and the region. While it is very difficult to predict the types and number of companies
that will want to locate at LSAAP in the future, the redevelopment plan described below is
designed to position the property to meet the potential needs of a wide variety of mostly
industrial end users.

a.) Site Access

The primary access point for the LSAAP property will be the
current Gate 4, which is located just east of the current Main
Gate (Gate 7), which is vtilized by Day and Zimmerman,
Inc. (DZI). Gate 4 enters directly onto Central Avenue from
U.S. Highway 82 and is located approximately /2 mile from
Exit 212 of Interstate 30. Central Avenue is the main
north/south travel route on the property.

Gates 1, 2 and 7 will be maintained for use by the current
government contractor, if they plan to relocate to the
northeastern section of the Lone Star property. A
secondary access point will be maintained by the Red River
Redevelopment Authority at Gate 14, which is located near
Area BB, approximately 3.3 miles west of the proposed
main gate and less than a mile from Exit 208 of Interstate
30. This access point will be used by heavy equipment or
trucks entering the site (e.g., timber trucks, etc.) in order to
avoid excessive wear and tear on the central road network.

b.) Conceptual Land Use Plan

= Warehouse/Distribution - The conceptual land use plan
presented in Exhibit 12-1 illustrates the proposed future
land use designations for the Lone Star property.
Given the site's current environmental conditions and the
community’s desire for job creation, the future land use
plan  reflects a variety of light indusirial,
warehouse/distribution, and commercial uses. With the
existence of the Texas Northeastern Railroad (TNER)

Expanded Marketing Focus

The large size of the LSAAP
property far exceeds the region's
capacity to absorb land for job
generating purposes. As such,
LSAAP must be marketed to o
larger set of end users who
currently may not be located
within the North East Texas
region, but would view the site
and its competitive advantages
as a positive business location.

The LSAAP will be marketed as a
regional, multi-modal
warehouse/distribution  center,
with rail access and foreign trade
zone  designation, The
distribution center will cater to
domestic companies looking for
improved access fo foreign
markets, primarily Mexico and
the Pacific Rim, and foreign
companies looking for direct
access to large consumer markets
in North America. Direct rail
links with the deepwater port
Lozaro Cardenas in  southern
Mexico, has been established by
the  Kansas City  Southern
Railroad and creates a potential
market opportunity for the Lone
Star facility

short-line extending west from the Texarkana switching
yard at the property’s northern boundary, the Lone Star
facility has access to both the Union Pacific and Kansas
City Southern rail lines. This creates potential opportunities for large warehouse and
distribution users. In order to capture this opportunity, the consultants have set aside
approximately 2,705 acres (17.5%), most of which is located between U.S. Highway 82
and Fifth Street and between Central Avenve and the western border of Lone Star.
Another 635-acres of land is served by rail and is located at the southwestern portion of
the site, which is served by a southern rail spur that travels through a portion of the Red
River Army Depot (RRAD) property and connects to the Union Pacific line. Given the poor
condition of this southern rail spur and the potential access and security issues associated
with traversing RRAD property, this southern spur is not considered a primary rail access
point at this time.

The LSAAP will be marketed as a regional, multi-modal warehouse/distribution center,
with rail access and foreign trade zone designation. The distribution center will cater to
domestic companies looking for improved access to foreign markets, primarily Mexico and
the Pacific Rim, and foreign companies looking for direct access to large consumer markets
in North America. Direct rail links with the deepwater port Lazaro Cardenas in southern
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Mexico, has been established by the Kansas City Southern Railroad and creates o
potential market opportunity for the Lone Star facility,

= Industrial/General - The northeastern portion of the Lone Star property is tentatively
being designated for use by the current government contractor at Lone Star, should they
decide to continue their on-site operations. The current land use plan assumes that roughly
2,213 acres would be allocated to their operations, east of Central Avenve and north of
Old Boston Road.

The RRRA would maintain open public access to Central Avenve and DZ| would locate
within & new secured fence line. A 93-acre parcel with frontage along U.S. Highway 82
would also be classified as industrial general and could be utilized by DZI as their
administrative headquarters. Another 1,601 acres south of Old Boston Road has also
been designated for future industrial uses, and could be used to accommodate DZI's future
operations or other companies that might want to locate here.

2 Commerciai/Industrial - The conceptual land use plan also calls for approximately 352
acres for commercial/industrial use, primarily for complementary commercial operations to
serve the future needs of pecple working at the Lone Star facility, as well as those living
in nearby communities such as Leary and Hooks. The potential for commercial uses is
created by the proposed construction of o new interstate highway (1-69) through the Lone
Star property. U.S. Highway 59, which connects to southern Mexico and the Houston
metropolitan areaq, creates a highway corridor through east Texas, which passes through
Texarkana, TX. Since the precise right-of-way for the new Interstate 69 in Bowie County
has not yet been decided, the consultants have identified two potential highway corridor
options through Lone Star that would bring the new highway either along the far eastern
edge of the property or directly through the middle (west of Central Avenue), which would
open up future development opportunities around two new interchange locations.

= Landfill - The existing landfill operations located in northwest portion of the site (Area A),
west of Washington Avenue, are planned for continued use and could become o more
convenient and perhaps lower cost municipal tandfill option during the site remediation
phase. Eventually, the facility could be used by companies focated at the Lone Star
property and perhaps could serve the future landfill needs of nearby communities.
Approximately 625 acres have been set aside for these operations.

® Future Industrial - The existing storage igloo and magazine storage areas (Areas T, U, V,
and W) are located in four parcels throughout the property covering roughly 1,584 acres.
These areas hove been designated for future industrial uses, primarily due to the high cost
of removing the reinforced bunkers {as much as $60,000/unit by some estimates), and the
availability of other developable land areas. The plan does not anticipate the need to
develop these areas within the foreseeable future, and new development will e
encouraged in adjucent areas, untit which time, future demand justifies the cost of
removing these bunkers.
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* Forest Management Area/Future Industrial - The largest single land use designation is
classified as forest management area/future industrial, which covers more than 4,040
acres and is located south of Old Boston Road and west of Central Avenue, extending to
the far southern boundary of the Lone Star property. This land is being reserved for
future industrial uses, but its predevelopment function will be as o forest management
ared, where timber resources will be managed and harvested, and the revenue from
timber sales will be used fo pay for future infrastructure investments (e.g., rail and road
replacement and repair, utility extensions, ete.). Until which time when this area would be
needed for economic development, the RRRA intends to manage the timber resources in a
responsible and sustainable manner. Without the potential revenue from timber sales, the
RRRA would not be able to reinvest in the property at a level sufficient to redevelop the
site as described in the reuse master plan,

® Hazardous Materials Landfill — A 490-acre parcel located at the southern eastern end of
Central Avenue is designated as a hazardous materials landfill. This area is currently
identified as the High Explosive Demolition Grounds and contains approximately 100
acres. Another 22-acre asbestos landfill is located at the far southeast corner of Parcel
L33 (Parcel L36). The RRRA proposes to retain this facility for use during the
environmental remediation phase.

¢.) Land Parcejlizotion Plan

The land parcelization plan illustrates a general lotting scheme for the redevelopment of
LSAAP (Exhibit 12-2). Some of the large land use areas with the greatest redevelopment
potential have been subdivided into smaller and more marketable development sites to
accommodate the types of companies that will be recruited by the local redevelopment
authority.

@ The centerpiece of the redevelopment will be o regional warehouse /distribution center
within o foreign trade zone. Sixteen separate parcels (L1-L16) comprise the 2,705-cacre
warehouse/distribution area, with development sites ranging in size from 89 acres to 300
acres. The cenfral location for future distribution uses is likely to be located between
Fourth and Fifth Streets and between Washington Avenue aond the proposed highway
right-of-way running through the middle of the site. Lone Star's trunk utilities and main
access roads create an internal loop system that currently serves Areas B, C, E, F, G, H
(See: Exhibit 2-2). In order to support new development, utility laterals and access roads
will have to be extended into the interior of these parcels.

This central area, which contains over 1,985 acres (Parcels L7-L16) and is served by raii,
could support the largest of warehouse and distribution users. Even at a very low floor-
area-ration of 5%, this area could support nearly 4.3 million square feet (SF) of building
space, depending on the site layout. At a more realistic FAR of 13%, the area could
support more than 11.2 million SF of space, which would put it on par with some of the
largest distribution centers in the Southwestern U.S,

Parcels L17 and L36 (647 acres) contains existing landfill operations and the RRRA would
continue operating these facilities as a municipal and asbestos landfill. Approximately 22
acres {Parcel L36) at the northwest corner of the intersection of Qld South Boston Read
and the proposed interstate is the registered {non-permitted) Eastern Active Landfill. This
landfill contains construction waste and asbestos. Approximately one million pounds of
asbestos from RRAD have been disposed in separate asbestos cells in the Eastern Active
Landfill, and additional cells can be constructed as needed. In each of the production line
areas, ashestos, lead paint, and universal wastes will need to be removed from the
structures prior to MEC clearance. The Red River Redevelopment Authority (RRRA) intends
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fo continue to operafe the Eastern Active Landfill, and propeoses that all asbestos and
general building debris created during the remediation phase at LSAAP be disposed in
this landfiil.

& Parcels L25-128 comprise the 4,040-acre forest management /future industrial area, which
has not been subdivided into smaller parcels, given the facet that it is not expected to
develop in the foreseeable future. This area will become an actively managed and
renewal forest and will provide predictable timber revenues in support of future
infrastructure investments in the northern portion of the property. However, it should be
noted that the forest management area is not the only location where timber will be
managed, harvested and reforested. Similar practices will occur throughout both Red
River and lone Star properties, however, other timbered areas may be eventually
redeveloped earlier given their location and their access to roads and utilities. The RRRA
proposes to utilize plantation cutting practices in the forest management areas and to
harvest timber on a 35-year rotation cycle.

® Parcels 129-L31 include three commercial/industrial parcels totaling 352 acres located
necr a proposed interchange of the future Interstate 69. If the interstate right-of-way
does not come through the Lone Star property, these parcels will be marketed to industrial
users.

® Parcels L18-124 include above ground magazine and storage bunker areas and other
areas that are not expected to redevelop in the foreseeable future. The construction of o
new interstate might increase the value of these parcels enough to justify the cost of
removing the magozines/bunkers. These parcels contain approximately 2,259 acres of
future industrial land that will not likely be needed for development during the first three
phases.

® Parcels 132-134 contain approximately 3,907 acres of industrial general land. As
mentioned previously, parcels L31 and L32 (2,306 acres) are tentatively planned as Day
and Zimmerman's future operations center and production area, should they decide to
continue their on-site operations.

@ Parcel L35 equals 490 acres, including a 390-acre safety buffer around the existing 100-
acre High Explosive Demolition Grounds. Past demolition activities in this area have
created a kick-out zone of exploded ordnance and material fragments have been
disbursed into the adiacent forest. In the future, MEC contaminated socils from other
remediated areas on the facility will be excavated and disposed onsite in L35, It is
estimated that the disposal of contaminated materials at Parcel L35 will save the Army
tens of millions of dollars during the environmental clean-up phase due to reduced
transportation and soil treatment costs, as well as tipping fees in approved off-site
landfills. Once remediation work has concluded, this site will be permanently capped and
secured from public access. In addition, no timber harvesting will be permitted in the kick-
out zone as a public safety measure,

® Parcel L38 contains 100 acres and will be set aside as o potential right-of-way for the
proposed Interstate 69 corridor. While no decision has been made about the future
location of the 1-69 corridor in Bowie County, this right-of-way will be reserved along the
eastern border of the property. In the event that the interstate is not constructed at this
location, this area will be retained as a buffer zone between future industrial uses at
LSAAP and adjacent privately-owned properties.
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®  Parcel L37 contains 100 acres for the existing sewage treatment plant located off Old
Boston Road.

d.) Development Phasing Plan

The development phasing plans described below largely reflect the period following the
environmental remediation phase at LSAAP and the RRAD-WEP. Currently, the RRRA is
pursuing an early transfer of both properties with the intent to expedite the clean-up phase
and prepare properties for redevelopment. While the Lone Star property is being
remediated, it is anticipated that Day and Zimmerman, Inc. will continue to operate on portions
of the facility. The company has active or partially active operations throughout the facility
including production lines in Area B, F, G, K, O, P, and R. DZI currently has federal contract
commitments that extend company’s mission until the 15t Quarter of 2009. DZI has requested
the use of the Area B production line until January 2009.

The denoting of development phases in the context of this plan represents how and when the
RRRA will direct its utility and infrastructure investments, based on anticipated market
opportunities. As such, the completion of a given development phase does not indicate that all
land acres within that phase have been absorbed and developed. It simply means that
capital investments must be made during each phase in order to capitalize on existing or
emerging market opportunities in the future.

=  Preferred Development Phasing Plan - The preferred
development phasing plan for Lone Star assumes that
during the first 5 years the level of utility and

Large Upfront Utility

Investments Required

infrastructure investment will be quite substantial due to
the construction of one or two new ethanol production
plants with an estimated construction value of between
$150 and $300 million.

The preferred development phasing plan presented in
Exhibit 12-3 shows early development and landfill
activities occurring along Fourth Street (Parcels L7 and
L17). Parcel L7 is located north of the current Area B
production line, but has never been developed and is
not known to be contaminated. This site would be
suitable for at least one ethanol plant. The site is

In order to achieve this preferred
development phasing plan, the
RRRA will have to undertake an

aggressive utility and
infrastructure investment
program, Under preferred

scenario, the RRRA could be
faced with millions in upfront
infrastructure costs, $3.3 to $3.6
million of which would required
to build a new 1.5 million GPD
sewage ftreatment plant that
would be located near Parcel L6.

located less than 1 mile from Exit 208 of Interstate 30

and has rail access via TNER’s short-line from the

Texarkana switching yard. It is anticipated that early development may be necessary to
meet the business objectives of the ethanol plant owners, who have requested more than
200 acres for two separate plants. While Parcel L7 (175-acres) is not large enough to
accommodate both plants, Parcel L12 (Area B) will be available once DZI has completed
its current mission and the site has been cleaned up.

In order to achieve this preferred development phasing plan, the RRRA will have to
undertake an aggressive utility and infrastructure investment program. Under preferred
scenario, the RRRA could be faced with millions in upfront infrastructure costs, $3.3 to $3.6
million of which would required to build a new 1.5 million GPD sewage freatment plant
that would be located near Parcel L6. In addition, Parcel L32 would be used to meet the
administrative and support needs of DZI through the lease of several existing buildings in
this area.
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In addition to the development of Parcel L7, the existing landfill at Parcel L17 (Area A)
will continue fo operate as a municipal landfill and will help reduce disposal costs during
site remediation phase. While this facility will not receive hazardous materials, the facility
is @ RCRA-D permitted landfill currently permitted to serve the needs of LSAAP and RRAD.
This facility is a Type 1 landfill capable of accepting municipal wastes and Class 1l
industrial wastes, including materials contaminated with up to 1,500 ppm total petroleum
hydrocarbons (TPH). This landfill is reported to be approximately 10% full, and there is
no expiration date for the existing fandfill permit. As this time, it has not been determined
if the landfill will be opened to accept the waste stream from adjacent municipalities, but
that may be a possibility. Parcel L33 (2,213 acres) has been designated for DZi's
continued operations if they should decide to remain at LSAAP.

Phase 2 will include the central warehouse/distribution area defined by Parcels LB-L14.
While this large area is not likely to be fully developed during Phase 2 (Years 6-10), it is
anticipated that the RRRA will be able to prepare these parcels for redevelopment during
this period and attract several new warehouse/distribution users.  The utility and
infrastructure investments leveraged by the construction of the ethanol plant(s) in Phase |
will prepare this area for redevelopment. In addition, the southern portion of Parcel L17
would be included in Phase 2, if additional landfill space is needed.

Phase 3 would include the northern most warehouse/distribution parcels fronting U.S.
Highway 82. Five parcels ranging in size from 89 acres to 143 acres and totaling 583
acres would be targeted in Years 11-15. This are smaller parcels served by rail,
however, these parcels are also impacted by the presence of the Texas Northeastern
Railroad short-line that runs along the southern edge of Highway 82 and potentially
restricts access to these sites from the highway. Obtaining rail crossings and access points
to each one of these development sites off Highway 82 is not likely to happen given
railroad safety concerns. That will require users to access these sites from Fourth Street,
which maybe viewed as less convenient by some companies.

= Alternative Development Phasing Plan - In the event that the ethanol plants are not
constructed at Lone Star, the reuse plan contains an alternative phasing plan that assumes
a more modest investment and development scenario (Exhibit 12-4). Under this scenario,
it may take several years to position Llone Star as a regional, multi-modal
warehouse/distribution center and in the interim, the property may attract development
tevels similar to those experienced at the Red River Commerce Park, which is also being
marketed and developed by the Red River Redevelopment Authority (RRRA). Of course, if
targeted companies were attracted early in the redevelopment process, the utifity and
infrastructure investment program would be accelerated based on available cash flows.
However, the RRRA would not anticipate making these upfront investments on speculative
basis.

Phase | would begin at Parcels 16, L11 and L16, which is an area that is currently served
by ali essential utilities and infrastructure. Given the poor condition of the sewer lines and
the likely contamination underlying much of the sewer collection system, miles of old, clay
tile pipe may have to be replaced as new development extends down Fourth and Fifth
Streets in the future. During the environmental remediation phase, it is likely that some
soils below cracked and open sewer lines have been contaminated with hazardous
residues washed from the munitions production lines into open sewer drains, These
trenches may have to be remediated and the old sewer lines removed. However, the
alternative development phasing plan assumes that minimal sewer replacement will be
required during Phase |, since the main trunk line that runs down Central Avenue from the
sewage treatment plant is newer PVC collection line and does not have fo be replaced at
this time.
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Parcel L33 (2,213 acres) has been designated for DZI's continued operations if they
should decide to remain at LSAAP.

Phase 2 contains nine parcels {L7-L10, L12-L15, and the southern half of Parcel L20)
totaling approximately 1,981 acres. Phase 2 (Years 6-10) would include utility and
infrastructure investments along Fourth Street to prepare the central part of the property
for larger warehouse and distribution users. In all likelihood, the upgrading of rail
infrastructure maybe needed during Phase 2 depending on the size and type of users
attracted to this area. The southern 325 acres of Parcel L17 would allow for additional
municipal fandfill operations depending on the existing capacity of the active landfill
(Area A) atf that time.

Phase 3 wunder the alternative scenario is essentially identical to the preferred
development phasing plan.

2. Red River Army Depot Western Excess Property (RRAD-WEP)

Unlike the Lone Star facility, the RRAD is largely untouched and does not include any existing
production-related structures, utilities, or major infrastructure improvements. As such, the property’s
3,835 acres are not well positioned to support development in the near-term. The following
section describes the future redevelopment plan for RRAD-WEP and the challenges that must be
addressed to achieve economic development benefits at this location,

a.) Site Access

Primary access into the Red River excess property will occur off U.S. Highway 82
approximately 2,200 feet from the intersection of State Highway 8 and Highway 82 and
about 1 ¥4 miles from Exit 201 of Interstate 30. A secondary access peint is proposed along
Highway 8 approximately 2 miles south of the Inferstate 30 interchange.

b.] Conceptual Land Use

The conceptual land use plan for the Red River property identifies four primary land uses for
the 3,835-acre property (Exhibit 12-5). Similar to the Lone Star property, the land use plan
reflects the RRRA’s desire to generate economic development benefits at this location.
However, it should be reiterated that the potential existence of wetlands or wetland seils on
the Red River property could greotly impact its development potential. As presented in
Chapter 4 of this report, previous wetland investigations have identified variety of wetland
soils running north to south through the middle of the western excess property. While the
designation of jurisdictional wetlands is beyond the scope of this report, it is recommended
that additional field investigations be conducted in the future fo determine the extent of
wetland conditions on both properties.

* Commercial/industrial ~ Approximately 75 acres have been designated for
commercial/industrial uses at the corner of U.S. Highway 82 and State Highway 8 in the
City of New Boston, TX. This corner location offers commercial highway frontage that
could support 500,000 to 1,000, 000 square feet of commercial building space at a 30%
floor-area-ratio. While local market demand is not likely to support « large scale
commercial development in the near future, New Boston officials support the expansion of
higher value commercial uses at this intersection.
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= Office/Flex Space — As the City of New Boston grows and redevelopment occurs at
LSAAP, the demand for support office space, repair shops, machine and mechanic shops,
and contractor yards will increase to support the business operations at Lone Star. To
meet this demand, the conceptual land use plan designates 205 acres for office and flex
space operations. Flex space a type of building designed to be versatile, which may be
used in combination with office, research and development, quasi-retail sales, and
including but not limited to industrial, warehouse and distribution uses. A typical flex
building will be one or two stories with at least half of the rentable area being used as
office space, have ceiling heights of 16 feet or less, and have some type of drive-in door.
Because of lower lease rates ($3 fo $4 cheaper than single-story office space), flex
buildings have been viewed as budget space, but now companies increasingly are
utilizing this type of space to address specialized needs.

= Industrial General ~ Four parcels consisting of approximately 1,447 acres have been set
aside for general industrial uses, primarily smaller-scale, light industrial opergtions. Uniike
the Lone Star property, which will be planned and marketed to attract large and very
large users, the RRAD-WEP will be marketed to regional companies. The presence of
streams and wetland soils could severely impact portions of the industrial general
properties, particularly those parcels fronting Highway 82.

@ Forest Management Area/Future Industrial — The forest management /future industrial
area consist of two large parcels totaling 1,834 acres. Both parcels currently are
impacted by the presence of storage bunkers, streams, and unknown wetlands. These
conditions could increase the cost of, or even prohibit, future development activities. As
such, the property will be managed for its timber resources. The revenues generated by
timber sales will be used to make utility and infrastructure improvements to other
developable areas on the property.

¢.) Land Parcelization Plan

Exhibit 12-6 contains the land parcelization plan for the Red River excess property. The plan
divides the 3,835 acres into nine separate parcels and four land uses. Development parcels
range in size from a T4-acre commercial parcel at the north entrance of the site to a 1,313-
acre forest management/future industrial parcel at the far south. The RRAD-WEP does not
have an existing system of paved roads but rather gravel patrol roads. As such, each
development site will require new access roads in most cases.

® Parcels R1 and R2 comprise 75 acres and are designated for commercial /industrial uses.
These two sites will front on a new access road called Walnut Road that will enter the site
from Highway 82.

® Parcel R3 is a 205-acre parcel designated for office /flex uses. Access to Parcel R3 will
be accessible from Highway 8 and from the proposed new access road off Highway 82.

" Parcels R4-R7 consist of 4 larger parcels ranging in size from 291 acres to 465 acres. A
total of 1,447 acres are designated for industrial general development. These parcels
can be accessed from Highway 82 (Parcels R4 and R5), a new access road from Highway
8 {R6 and R7) and through a series of internal patrol roads that will require paving.
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® Parcels R8 and RY are designed as a future forest management/future industrial area
and is comprised of 1,834 acres. These parcels will be accessed by existing patrol roads
and internal logging roads.

d.) Development Phasing Plan

A three-phase development plan has been prepared for the Red River property, but future
development will depend largely on market demand and the cost and benefit of extending
utilities and infrastructure to these parcels (Exhibit 12-7). The ability of the RRRA to extend
sanitary sewer to RRAD-WEP will be constrained by cost factors, since the far eastern edge of
the excess property is several miles west of the existing Red River Commerce Park. These
limitations may require the RRRA to negotiate with third parties (City of New Boston, TWU or
other providers} to provide water and sewer service.

"  Phase 1 (Years 1-5) — Parcels R1 and R2 have the greatest potential for development,
primarily due to the availability of nearby utilities and infrastructure along Highway 82.
Locat commercial demand will determine the development pace of these parcels.

@ Phase 2 (Years 6-10) — Phase 2 includes Parcel R2 designated for office and flex space.

= Phase 3 (Years 11-15) — Phase 3, which includes Parcels R4 and RS, will be developed in
later years for general industrial uses. Given the competition for industrial uses created
by the redevelopment of LSAAP, it may take longer for industrial absorption to occur at
Red River.

All remaining parcels at Red River are designated as long-term, future development areas
beyond Year 15.

D. UTILITY IMPROVEMENT PLAN

The redevelopment of the LSAAP and RRAD-WEP facilities site to commercial and industrial uses
will require o significant investment in the upgrade and expansion of major utility systems and
infrastructure. The proposed upgrades are shown on the Proposed Utility Location Map (Exhibits
12-8, 12-9 and 12-10) for both the LSAAP and RRAD-WEP sites. The following section highlights
the range of improvements that might be required in order to achieve the proposed development
vision.

1. Wastewater Colleciion and Treatment

a.) Lone Star Army Ammunition Plan

The main trunk-line at LSAAP can be used for the continued outflow and treatment from RRCP
and RRAD to the WWTP.  All laterals at LSAAP require abandonment due to deteriorated
condition and environmental impacts. The WWTP requires upgrades to maintain capacity,
improve freatment and meet new permit limitations.

A new WWTP is needed to address the requirements of any new users during redevelopment.
The capacities and treatment capabilities will need to address these new commercial and
industrial users. The new WWTP will be strategically sited to allow the following:
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@ Streamlined permitting since the discharge will not flow into a water supply reservoir,
@ The eliminotion of several fift stations so that system operates by gravity, and
#  The elimination of several miles of sewer main and associated 1&] concerns.

The planned upgrades fo the existing WWTP to meet new permit requirements are estimated
to range from $2.2 million to $2.6 million. To construct a new 1.5 MGD WWTP to serve new
development is expected fo cost in the range of $3.3 million to $3.6 million (Table 12-1).

Gravity sewer main construction necessary to support future development will be performed in
a phased approach. Based on a strategically located central WWTP, three primary sanitary
sewer main branches will be needed as follows:

* A branch to serve the northern halves of Areas B, C E F, G and Areas BB, D and L,
which is estimated to cost $2.0 million to $2.4 million {Exhibit 12-8 and 12-9).

® A branch to serve the southern halves of Areas B, C, E, F, G and Areas H and V, which
is estimated to cost $1.8 million to $2.2 million.

3 A branch to serve the areas east of Central Avenve including Areas J, K, M, N, P, @, R
and 3, which is estimated to cost $2 million to $2.4 mitlion.

The cost to construct these basic collection mains to these areas will range from $5.8 million to
$7 million. The cost does not include installation of service laterals which will be constructed
for specific users. The ultimate development of the southwestern portion of the site may
require an additional main trunk line to that area for which costs have not been estimated.

The cost to provide wastewater treatment and collection to such a large area is extremely
variable. In summary, a new WWTP is needed to replace the existing obsolete and poorly
focated freatment plant. The cost fo extend mains from the new plant to the redeveloped
areas will be made on an “as needed” basis. The following takle shows estimated costs for
redevelopment.

Table 12-1
Future Sewer Improvement Plan
Lone Star Army Ammunition Plant

tem Description Cost Range

New WWTP New Plent 1.5 MGD $3.3 10 $3.6 miilion
Provide Gravity Sewer to the northern half of the production areas Phase t Sewer Replacements $1.8 to $2.2 miliion
Provide Gravity Sewer to the southern haif of the production areas Phase i Sewer Replacements  $2.0 to $2.4 million
Provide Gravity Sewer to the eastern side of the production areas Phase lli Sewer Replacements  $2.0 to $2.4 million

Source: MTG Engineers, 2007
Note: The scheduling of wastewater improvements can only be determined based on the pace and location of new users in the
redeveioped areas.
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b.) Red River Army Depot-West Excess Property

The RRAD footprint requires all new sewers. Connection to either the RRCP or New Boston vig
lift station will be determined based on construction and operational economics. For smaller
users, lift stations and force mains to the New Boston system may be sufficient (Exhibit 12-10).
For larger or industrial flows, a new treatment plant or package system installed by the RRRA
will probably be the best alternative.

Because of the variable nature of the how and when this property will develop, it is difficult to
estimate the cost of providing sewer service to the area. Cost could range from $500,000 for
laterals, iift stations and force mains to $3.6 million for o new WWTP, It is to be noted that
the heavier users of sewer will probably be located ot the LSAAP site in order to not have to
duplicate the cost of providing additional WWTPs.

Potable and Raw Waler

a.} Lene Star Army Ammunition Plan

For LSAAP the main distribution loop with purchased water from TWU con be used for well
into the future. All service laterals to the production areas will have to be abandoned due to
deteriorated condition and environmental impact. New service laterals can be installed by
RRRA based on redevelopment phases. For the southern ared {below Fifth/Sixth Streets), a
new southern loop should be planned.

Table 12-2 shows the redevelopment costs to provide water service to the interior of Areas G,
F, £ and B. However, for future developments fronting Fourth Street, water service is
generally available ot no additional cost to the RRRA. For all redevelopment purposes, the
RRRA will have to provide water service. It will be difficult to maintain chlorine residuals with
the large diameter mains and present water demand. Having RRRA as the singular service
provider for the LSAAP redevelopment will ensure the system infegrity for ail users.

TWU operates a thirty-inch potable water line adjacent to the site. There is sufficient capdacity
in its system to add heavy water users. Up to 5 MGD of treated water may be possible for
future industries. In addition about 100 MGD of raw water is available by permit from Lake
Wright Patman.

Tuble 12-2
Lone Star Ammuniticn Plant
Preferred Reuse Alternative - Water Service Redevelopment Costs

fem Description Estimated Cost
Provide Water Service to Area G Construct 12" Water Main (4,300 LF) $150,000 to $250,000
Provide Water Service to Area F Construct 12" Water Main (5,000 LF) $200,000 to $300,000
Provide Water Service to Areq E Construct 12" Water Main (6,600 LF) $280,000 to $280,000
Provide Water Service to Area B Nane Needed for Flows < 1,000 gpm $1,500,000
Provide Water Service to Any Area For Flows > 1,500 gpm $1.0 to $1.5 million

Note: These improvements can be made independent of each other. Availability is approximately 1,000 gpm
Source: MTG Engineers, 2007
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b.) Red River Army Depot-West Excess Property

The RRAD-WEP footprint requires all new water lines which can be connected to the RRCP.
RRRA can coordinate providing water to this area for development. Because of the variable
nature of the how and when this property will develop, it is difficult to estimate the cost of
providing water service fo the area. Cost could range from $250,000 to $500,000 for water
lines and fire hydrants to service a 400 acre commercial development. It is to be noted that
the heavier users of water probably will be located at the LSAAP site in order to not have fo
duplicate the costs of providing large water capacity at both sites.

4. Electrical

a.) Lone Stgr Army Ammunition Plan

For LSAAP, the main distribution loop can be used well into the future. However, all service
lines to the production areas will have to be abandoned. New service lines can be installed
by RRRA based on redevelopment phases. The local electrica! company, SWEPCQO, can
provide service fo the area. Some issues exist in maintaining service to DZI for the balance of
their contract while they locate fo their final footprint. The RRRA can coordinate these logistics
with DZ| following early transfer.

b.} Red River Army Depot-West Excess Property

The RRAD footprint requires all new power lines. These will be connected to the SWEPCO
system from New Boston. SWEPCQO can provide the operation and maintenance to the system
in keeping with their PUCT regulations. A new substation on the RRAD footprint could assist
both the privatized area and expanding RRAD missions.

5. Natural Gas

a.) Lone Star Army Ammunition Plan

For LSAAP, the existing system cannot be operated by the local gas provider, Cenferpoint
Energy Gas Transmission Pipeline, due to the age and type of construction. All service lines to
the production areas will probably have to be abandoned due to deteriorated conditions and
environmental impacts. New service lines can be installed by RRRA based on redevelopment
phases.

b.) Red River Army Depot-West Excess Property

The RRAD footprint requires all new gas lines. These can be connected to the Centerpoint
Energy's existing natural gas distribution system from New Boston. Centerpoint Energy can
provide the operation and maintenance to the system in keeping with their Texas Railroad
Commission regulafions.

6. Storm Water

a.) Lone Star Army Ammunition Plan

Storm water permitting and management will be required based on specific use. There is
sufficient area on the LSAAP site for RRRA to provide regional management as required.
Discharge monitoring and permitting can be undertaken based on development activity.
Annual budgets will be required to address maintenance activities for the creeks, roadside
ditches and culverts.

b.) Red River Army Depot-West Excess Property

Storm water permitting and management will be required based on specific use. There is
sufficient area on the RRAD site for RRRA to provide regional management as required.
Discharge monitoring and permitting can be undertaken based on development activity.
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Annual budgets will be required to address maintenance «ctivities for the creeks, roadside
ditches and culverts.

E. TRANSPORTATION IMPROVEMENT PLAN

1. Rouad Mdaintenance Costs

Table 12-3
Lone Star Ammunition Plant
Annual Road Maintenance Costs

There are approximately 32 miles of
paved roads and 109 miles of unpaved
road. Road maintenance basically will

. ltem Description Estimated Cost
be caretaker status untit redevelopment -
Th id h Repave roads 1.0 mile per year $100,000
OCC.Ut‘S. _e COSf‘ fo . provide — the Regrade roads 4 miles per year $25,000
maintenance is described in Table 12-3. Replace cuiverts/ditches Annual Cost $1C,000
This number will increase as the road Emergencies /Contingincies Annual Cost $15,000
Sysfem becomes 'FU”Y utilized. Source: MTG Engineers, 2007

2. Road Improvements

As part of the redevelopment plan, new  Tabke 12-3
road construction could be required in  Lone Star Ammunition Piant
subsequen’r developmen‘r phuses. Table Road Improvement Costs (to open southern portions of LSAAP)

12-4 is a list of improvements needed ltem Description Estimated Cost

. . Old Boston Road (Onsite) 4.3 miles of new road $6,500,000
to achieve redeveiopmen‘f in SUbsequenf Old Boston Road [Offsite} 1.5 miles of new road $1,500,000
phases south of Fifth Sireet. The Old RRAD (SH8 to 1582} 1.25 miles of new racd $1,250,000

Boston Road reconstruction is required in  Source: MTG Enginears, 2007

order for the southern two thirds of

LSAAP to develop. This east/west road

will connect to FM 2148 on the east side. The off-site construction will occur between LSAAP and
the state road. For development north of Fifth Street, the existing road netwark is generally
serviceable to meet most user needs,

RRAD roads are comprised of a north fo south road at the existing gate with an east to west
connection to Highway 8. This read loop will open approximately 400 acres for development at
the northwest corner of the site.

3. Future Rail Concerns

The Union Pacific (UP) rail system is cdlassified as main-tine rail, In general shipping or freight rates
are less costly, In order to use the UP connection located to the south near Redwater, UP has
suggested that significant rail upgrades and/or maintenance is needed. These are as follows:

@ Construct new switching at spur off main line for approximately $600,000.
"  Reconstruct UP spur into RRAD/LSAAP for approximately $2 milfion to $3 million.

One particular concern with using the UP spur is getting permission and security clearances to cross
a short section of RRAD at the southwestern part of LSAAP. If a decision is made to upgrade this
spur, RRAD, RRRA and UP will have to coordinate efforts. It is to be noted that between 1998 and
2001, UP brought three heavily loaded, 80-car unit trains per week through this connection
without the aforementioned improvements. At this time UP has not responded to infermation
requests as to the need for the above improvements (operational or maintenance),
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The TNER rail system is a short-line track from Texarkana. This

system terminates in New Boston near the International Paper Rail Connections fo Mexican

sawmill.  Rates on this system are typically higher than o Port Could be Impacted by Rail
s s o T Competitors

mainline system due to switching costs from the mainline to the

shortline track. Some upgrades to the TNER system will be Marketing agreements between
required if heavy shippers of freight are placed at the LSAAP the TNER and Union Pacific
site during redevelopment. The TNER will make these repairs systems could preclude the KCS
based on freight type, number and sustainability. :;:; '2’:"": éz'/‘;sr‘";.::rf:?:;”:’:;}

system provides potential reuse
There also is a Kansas City Southern (KCS) switchyard in benefits because of the access fo
Texarkana; however, marketing agreements between the TNER Pacific  Rim  cargo  through

and UP systems could preclude the KCS as a viable rail | Mexico; however, the TNER and
UP  lines are owned and

provider to either RRAD or LSAAP. The KCS rail system s :

. . 3 affiliated with the UP system,
provides potential reuse benefits because of the access to
Pacific Rim cargo through Mexico; however, the TNER and UP
lines are owned and affiliated with the UP system.

For LSAAP on-site tracks, LRS has maintained an annual maintenance budget of approximately
$250,000 for rail, ballast and tie upgrades. This has worked for their operations, but expanded
use of the rail due to redevelopment requires a higher annual maintenance commitment. Budgets
between $250,000 and $500,000 per year should be maintained to keep rail a viable shipping
option for redevelopment. The current or future rail operator on LSAAP should be responsible for
these annual maintenance costs.

For budgeting the internal rail maintenance, the cost to minimally repair the tracks is $150 per
foot and includes tie upgrades and ballast. To provide new rails, ties, ballast and drainage
improvements could cost $300 per foot. Complete reconstruction has a long service life (more than
40 years).

4. Future Rail Viability

From discussions with both the UP and TNER systems, the LSAAP site could receive favorable
attention from prospective tenants due to the rail availability and size of the site. Future decisions
as to planning rail construction can only be made based on the needs of specific shippers.
Currently, the LSAAP site could receive unit trains (110 cars each) two to three times per week
from the TNER system. For shipments less than this amount (between 2 and 100 cars per week),
TNER will serve the LSAAP site on an as needed basis with current rates. Both the UP and TNER
systems indicated that they can place the LSAAP site on their marketing data bases once the
property fransfer has been made.

F. JOB CREATION AND ECONOMIC DEVELOPMENT PROJECTIONS
1. Historical Job Creation at Red River Commerce Park

For the past ten years, the Red River Redevelopment Authority (RRRA) has functioned as one of
North East Texas’ most aggressive and successful economic development entities. Simply put, the
RRRA pursues opportunities for business attraction, retention and expansion, on behalf of the
citizens of Bowie County and the larger North East Texas region. The RRRA has been successful
over the past ten years in creating a stabilized job generation program on portions of the Red
River Army Depot that were excessed during the 1995 BRAC round. Approximately 600 net new
jobs have been created on the site, an average of 60 net new jobs annually. Table 12-5
provides a summary of the existing tenant base at the Red River Commerce Park.
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Table 12.5
Red River Commerce Park Existing Tenant Raster
1998.2007

Estimated QOccupied Year Started at
Tenant Industry Employment Square Footage RRCP
RRRA Municipal 7 2300 1998
Best Built Portable Buildings  Prefabricated Structures i0 17800 1999
Genova Products PVC Pipe Distributor 1 2576 2000
Ouak Grove Golf Course Services/ Recreation 20 20000 2001
Lear Stegier Services Manufacturing 400 422745 2002
CAS Defense 20 15827 2002
URS Engineering Sves Industrict 15 3618 2003
Surpluss Plus Maintenance 15 31718 2004
Burns Picture Frames Househotd ltems 10 26000 2004
Express RX Pharmaceutical 20 23600 2004
Lindsey & Osborne Management 5 4800 2004
Green Valiey Trucking Trucking 1 0 2005
BAE Systems Technology 20 4000 2006
Quail Tools Manufacturing 20 40000 2007
Total - 564 621984 -

Source: leffrey Donchoe Associates LLC, 2007

2. Job Creation Projections

However, the RRRA is approaching the limit on the amount of development it can support in the
existing Red River Commerce Park. It is anficipated that the Commerce Park will achieve build-out
within the next three fo five years. As the RRRA’s available land from the 1995 BRAC round
declines, the RRRA will re-focus this economic development effort o sites at the Lone Star facility,
The RRRA will continue its aggressive approach to economic development, working tirelessly to
expand employment opportunities within the region,

Going forward, the RRRA will use a multi-pronged approach to the redevelopment of the Lone

Star and Red River properties.

a.) Maintain Existing Jobs

The RRRA hos identified o four-part strategy to pursue the
attraction of new jobs, retention of existing jobs and expansion of existing employers.

First and foremost, the RRRA will focus on retaining existing jobs on-site. This mean working
with existing tenants at the Red River Commerce Park, as well as ensuring that existing
employers on the Lone Star site have the opportunity to continue operations, RRRA's first
effort in this regard was to create a redevelopment strategy which supports continued
operations for Day and Zimmermann {DZI). Dzl operates the LSAAP on behalf of the
government, and employs an estimated 275 people. The redevelopment plan allows DZ} to
continue its operations, while focusing on the commercialization of its products and
technologies. In addition, other on-site tenants at Lone Star, such as Tec Linens, American
Dehydrated Foods, Munitions Tech Division and Lone Star Railcar  Services, employ
approximately 60 people on-site, and RRRA has developed o strategy to maintain these
critical jobs as well.

b.) Continued Economic Development Marketing
RRRA has aggressively marketed the Bowie County region os a business location, primarily
through trade associations, conferences, publicity and personal marketing by key staff. The

m Associates, Inc
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results have been solid — long-term, steady growth of jobs on-site. As discussed above, RRRA
has created an average of approximately 60 net new jobs annually over the past ten years.
i is anticipated that the RRRA will be able to create an average of 60 net new jobs annually
af the excess lLone Star and Red River properties as they become available for
redevelopment. For the next several years, a portion of these jobs are expected to be
accommodated at the Commerce Park, but as that site reaches capacity, more of the new jobs
dre expected to locate at Lone Star.

¢.) Capitalize on the State’s Position as g Leader in Energy

The State of Texas has a long histery of being a leader in the field of energy. However,
because of its location and proximity to the raw materials, the State has only recently begun
to affract the aitention of alternative fuels plants.  The RRRA has a memorandum of
understanding and real estate development opfion in place with an ethanol production
company. The company indicates that they plan fo construct two ethanol plants, as well as an
associated cellulose plant. The projected construction cost for these facilities is estimated to be
$350 to $400 million, creating between 4,000 and 6,000 person-years of construction
employment. Operational employment at the plants is expected to be between 75 and 100
permanent employees.

d.) “Swing for the Fences”

While the RRRA’s existing marketing and business attraction efforts have shown significant
results, every economic developer dreams of “hitting o home run”. For some communities and
regions, the home run comes in the form of o major manufacturing facility. In the recent past,
several car companies have dramatically altered the lendscape of communities by developing
new auto and truck plants. For the RRRA, the availability of large tracts of land with excellent
highway access and rail service means that the dream could be related to large-scale
warehouse and distribution opportunities. As discussed elsewhere in this report, large-scale
warehouse development Is an industry that is attractive for Lone Star and Red River, based on
growth in the industry, quality of transportation access, availability of o sufficient workforce
and the presence of utilities. The RRRA will aggressively pursue large-scale warehouse and
distribution uses for the site, in order to capitalize on the excellent rail and highway access, as
well as available infrastructure systems. While it is difficult to definitively forecast when o
large-scale user might be recruited to the site, RRRA is confident that at least one million
square feet of warehouse space will be developed at the site in the next twelve to fifteen
years, This would create an estimated 700 fo 1,100 permanent jobs in the warehousing and
distribution industry on-site.

Table 12-6 shows projected job creation and retention activities at Lone Star and Red River. As
shown, the retention of existing jobs, the completion of the ethanol plants and the ongoing
marketing efforts of the RRRA are projected to result in more than 500 jobs on-site within five
years, and more than 750 jobs on-site within ten years. In total, the RRRA projects total
employment of more than 2,000 on-site over the next fifteen to twenty years, as a result of the
redevelopment of Lone Star and Red River.

Poage 12-28
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APPENDIX

Appendix A — Environmental Condition of Property Parcel Map
Lone Star Army Ammunition Plant
Red River Army Depot-West Excess Property
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