
MEMORANDUM FOR RECORD 

SUBJECT: COBRA Inflation Assumptions for BRAC 2005 

1. This document describes the assumptions made regarding the inflation of monetary 
factors used in the Cost of Base Realignment Actions (COBRA) model. 

2. References: 

a. National Defense Budget Estimates for FY 2005, Office of the Comptroller of 
the Department of Defense, March 2004. 

b. Transformation Through Base Realignment y d  Closure (BRAC 2005) Policy 
Memorandum One - Policies, Responsibilities, and Procedures, Office of the 
Under Secretary of Defense (AT&L), April 2003. 

3. Data dollar elements required by the COBRA model are listed at enclosure 1. 

4. OSD Policy Memorandum One requires all dollar inputs to the COBRA model to be 
in FY 2005 constant dollars. The COBRA JPAT has designated the National Defense 
Estimates for FY 2005 as the source document for all escalation factors to produce FY 
2005 constant dollars. 

5. The standard methodology for establishing correct escalation factors for each category 
of dollar input to COBRA is as follows: 

a. Determine the current year dollars of all COBRA inputs. Document the 
current year with the data element. 

1) Historic Data. The current year is the year that the dollars were spent. 

2) Policy Data (Professional Judgment). This data is obtained from 
current regulations as applicable, and is not generally subject to increase at 
the rate of current inflation. Policy data will be analyzed on a case-by- 
case basis with the proponent source to determine unique escalation 
factors. The establishment of these unique factors will be documented in 
enclosure 1. 

b. Categorize the data using Table 5-5 (Department of Defense Deflators - TOA) 
from the National Defense Budget Estimates for FY 2005. 

c. Apply the escalation factors derived from the National Defense Budget 
estimates by category (enclosure 2) to the current year dollars by multiplying the 
corresponding [actor for [lie FY in which the daia was collected. 

DCN: 8380



d. Document the FY 2005 constant year dollars for use in the COBRA model. 

2 encl 
MAJ, AR 
ORSA Analyst 



Enclosure 1 

COBRA STANDARD FACTORS ESCALATION TABLE 
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Table 5-5 TOA - MIL PAY 
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Table 5-5 TOA - CIV PAY 
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* NO ESCALATION EXPECTED - These factors have remained constant for several 
years and are not expected to increase with the rate of inflation. 
** Unique escalation based on the professional judgement used when interpreting 
data from several distinct studies. 
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Enclosure 2 

COBRA ESCALATION FACTORS 
YEAR FACTOR 

MIL PAY 1998 1.358 
1999 1.311 
2000 1.25 1 
2001 1.207 
2002 1.129 
2003 1.078 
2004 1.035 
2005 1 .OOO 
2006 0.967 

CIV PAY 

TOTAL 

MIL CON 

YEAR FACTOR 
1998 1.295 
1999 1.250 
2000 1.193 
2001 1.150 
2002 1.100 
2003 1.057 
2004 1.015 
2005 1 .OOO 
2006 0.967 

YEAR FACTOR 
190s 1.191 
1999 1.163 
2000 1.133 
200 1 1.100 
2002 1.069 
2003 1.044 
2004 1.020 
2005 1 .OOO 
2006 0.977 

YEAR FACTOR 
2004 1.016 
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DATA CERTIFICATION 

The responses for the Office of the Deputy Assistant Secretary of the Army for 
Privatization and Partnerships are certified as accurate and complete to the best 
of the certifier's knowledge and belief. Attached are the responses from our 
activity. 

9 June 2004 
Deputy Assistant Secretary of the Army 
Privatization and Partnerships 



DEPARTMENT OF THE ARMY 
OFFICE OF THE ASSISTANT SECRETARY OF THE ARMY 

INSTALLATIONS AND ENVIRONMENT 
110 ARMY PENTAGON 

WASHINGTON, DC 2031041 10 

June 9,2004 

MEMORANDUM FOR The Army Basing Study Group, ODASA (IA) 

SUBJECT: Costs Associated with Termination of Contracts Relating to the Residential 
Communities lnitiative and Utilities Privatization 

1. Residential Communities Initiative (RCI): 
If the decision is made to close or realign (add or move mission) at an RCI installation, 
there is a possibility that the "contract" could be terminated or revised resulting in 
additional costs to the government, This will affect the costs and savings associated 
with any BRAC action. Request your office provide an estimate for the potential costs 
associated with revising or terminating a privatization agreement due to an installation 
closure or realignment for the 88 installations that TABS is reviewing. 

Res~onse: RCI partnership structures are designed to ensure that the private sector 
bears the risks. Following a BRAC-driven reduction in the military housing requirement 
(realignment or closure), the project could continue to rent available housing pursuant to 
a prescribed priority list, that starts with currently assigned military personnel and ends 
with civilians. The project would be able to charge market-based rents to civilians. 
There would be no additional costs to the government, nor would there be any need to 
terminate or revise any contracts associated with downsizing or closing an installation 
where family housing operations are privatized. 

The exception to the above occurs when the government provides a mortgage 
guarantee against closure, downsizing, or extended deployment. Loan guarantees may 
be necessary based on the developer and lender assessment of the capacity of the 
local housing market. If the developer is unable to satisfy the loan repayment 
requirement due to actions of the government, the government becomes liable for the 
outstanding balance of the loan. To date, Fort Carson, CO is the only installation where 
the government has guaranteed a loan, but there may be others in the future. 

If there is an increase in the military housing requirement due to realignment, there may 
be a need for additional government resources, either direct investment or loan, to 
provide additional family housing. It should be noted that there may be limitations on 
the ability of the RCI project to provide additional housing, due to legislative constraints 
on the amount of government investment, as a percent of the total development costs. 
To determine the ability of RCI to meet the housing requirement, each project would 
have to be evaluated in terms of number of families requiring housing, ability of local 
economy to provide family housing, existing on-post capacity, project revenue (BAH), 
and the cost of development. 

2. Utilities Privatization (UP): 



If the decision is made to close or realign (add or move mission) at an RCI installation, 
there is a possibility that the "contract" could be terminated or revised resulting in 
additional costs to the government. This will affect the costs and savings associated 
with any BRAC action. Request your office provide an estimate for the potential costs 
associated with revising or terminating a privatization agreement due to an installation 
closure or realignment for the 88 installations that TABS is reviewing. 

Res~onse: 
Assumptions: 
1. In most of the utilities privatization deals, the government conveys ownership of the 
utilities infrastructure by a fee simple transfer (full conveyance). The privatized utility 
provider will retain ownership of the infrastructure if the utilities privatization contract is 
terminated. 

2. When required, utilities privatization contracts will be terminated for the Convenience 
of the Government. 

3. The termination costs will be limited to the unamortized amount of the proposed 
initial capital investments. 

4. The privatized utility contractor will complete the initial capital upgrades in the first ten 
years of the privatization contract and will recover the cost over the term of the contract. 

5. Prior to 2000, utilities privatization contracts were limited to a term of 10 years. By 
the time these contracts are terminated, the contractors will have fully recovered their 
initial capital investments. 

6. Beginning in 2000, privatization contracts can be for a term up to 50 years. The 
termination costs shown below are the maximum estimated amounts. 

7. The privatized utility entity will provide utilities services for new facilities and will 
charge a connection fee equal to the MILCON estimate for new utilities. 

Northeast Region 
Installation 

Adelphi Lab 
Ft A. P. Hill 

, Ft Belvoir 
Ft Detrick 
Ft Dix 

Ft Eustis 
Ft Hamitton 

System 
Natural Gas 
Electric 
Natural Gas 
Natural Gas 
Electric 
Natural Gas 
Natural Gas 
Electrf c 
Natural Gas 
Water 

Termination Cost 
None 

$3,300,000 , 

None 
$420,000 

None 
None, 
None 
None 
None 
Nbne 



Northweat -Ion 
Iwtallabton 

DetrdtAnwml 
R havenworth 

FtLemardWeod 

Ft tewls 
Ft McCoy 

Pacific Ragion 

Sy8tetn 
NahrralOas , 

Water 
Wastawater 
Elect& 
Natural Ga8 
'Natural Gas 
Electrfc 
Natural Gas 

Installation 
Schofield m v b k r  
AAF 

Termination Cwt 
Nona 

81,880,000 
$3,1OO,aOO - 

None 
None 
None 
None 

Sptem 
W & e W r  

Termination Cost 
$1 6,400,Ooa ' 



Southwest reaion 

R StewadHunbr M F  
% MOT Sunny Point 
R Knox 

3. Privatization of Army Lodging (PAL) 
If the decision is made to close or realign (add or move mission) at an RCI installation, 
there is a possibility that the "ContracF could be terminated or revised resulting in 
additional costs to the government. This will affect the costs and savings associated 
with any BRAC action. Request your office provide an estimate for the potential costs 
associated with revising or teminating a privatization agreement due to an installation 
closure or realignment for the 88 installations that TABS is reviewing. 

Response: There is no estimated impact on the PAL program at this time as no projects 
or contracts are in place. 

Water & Wastewater 
EWrie 
Ekurric 
Electric 

4#R%L I ram A. rm ru 

W,1~,000, 
$8,QOO,OOO 

$soO,oOr,~ 
$572,000 _ 

Deputy Assistant Secretary of the Army 
Privatization and Partnerships 

Attachments: 
RCI Privatization Schedule 
UP Privatization Schedule 



RCI Privatization Schedule 
Cumulative 

POM 06 

' 2 Ft Hood 
3 Ft Lewis 
4 Ft Meade 
5 Ft Bmgg 
6 Presldlo of Monterey 
7 Ft StewartMunter AAF 
8 Ft Campbell 
9 R Belvolr 
lo Ft IrnlnlMoffeWParks 
11 Ft Hamilton 
12 WRAMCIFt Detrick 
13 Ft Pdk 
14 Ft ShafterISchofield Bks 
15 Ft Eustis/Story 
16 Ft Leonard Wood 
17 Ft Drum 
18 Ft Sam Houston 
19 Carlisle BkdPicatinny ArsnVFt Monrnwth 
20 Ft Bliss 
21 Ft Benning 
22 Ft Knox 
23 Ft Rucker 
24 Ft Leavenworth 
25 Ft Gordon 
26 R&stane W 
27 WMte Sand MlssAe Range - 
28 Ft McPherson 
29 Ft Riley 
30 US Military Academy 
31 Aberdeen Proving Ground 
32 Ft Jackson 
33 Ft Huachuca (1,783)Nurna Proving Ground (272) 
34 Ft Lee 
35 Selfridge NGB 
36 Ft Richardson 

(45 installations/sub-installations) 

Units - Transfer Dates POM 06 
08/09/2004 



Northeast Region 
Utilities Privatization Status (26 May 2004) 



Northwest Region 
Utilities Privatization Status (26 May 2004) 



Pacific Region 
Utilities Privatization Status (26 May 2004) 



Southeast Region 
Utilities Privatization Status (26 May 2004) 



Southwest Region 
Utilities Privatization Status (26 May 2004) 



DEPARTMENT OF THE ARMY 
MILITARY SURFACE DEPLOYMENT AND DISTRIBUTION COMMAND 

200 STOVALL STREET 
ALEXANDRIA, VA 22332-5000 

27 May 2004 

MEMORANDUM FOR The Army Basing Study (TABS) Group, 1400 Key Blvd, Suite 200, 
Arlington, VA 22009 

SUBJECT: Base Realignment and Closure (BRAC) 2005 COBRA Data Call 

1. Reference Memorandum, Office of the Assistant Secretary, Installations and Environment 
(SAIE-IA), 29 April 2004, subject as above. 

2. Request for data elements in referenced memo can only be partially provided. This command 
does not collect data necessary to calculate total household good cost, equipment packing and 
crating cost, or average storage in transit cost. Requested values for vehicle railcar shipping cost 
and average air cost are provided at Encl 1. 

3. Data certification is provided at Encl2 and non-disclosure statements are at Encl3. 

4. SDDC point of contact is Ms. Aino Pulles, 703-428-2366. 

3 Encls 
Deputy Chief of Staff 

for Resource Management 

CF : 
SGS 
G 114 

Printed on Recycled Paper 
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Data Certification 

SDDC 
The responses for .. _ . - are certified as accurate and complete to the best of 
the certifier's knowledge and belief. Attached are the responses from our activity. 

Date fl 

d k N N 1 E  W. FISHER-, JR 
GS-15, SDG8 

Figure A-1 

A-3 
Draft Deliberative Document - For Discussion Purposes Only 

Do Not Release Under FOIA 
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MILITARY SURFACE DEPLOYMIZNI' AND DISTRlBWION COMMAND 
200 STOVALL STREET 

DEPUTY W F  OF STARF FOR RESOURCE MANAGEMENT SDG8 
ALEXANDRIA, .VIRGINIA 2233245000 

DSN:------@t DSN: 

PHONE: COMMERCXAL 

DSN. 

PHONE: COMMERCIAL, 

DSN: 

COMMENTS: 
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The tesponses for ~ IC  certif&d as accumte and complete to the bat of 
the certifier's knowledge and belief. Aarrhed are the responses from our activity. 
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Figure A- I 
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ADDL TRANS CHARGE SIT COST 
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