
MEMORANDUM FOB E m m e 6  Asekamm Program Ofhce, BweRe&$mnent and 
Closure a c e  A m :  W David Smith, A g ~ ~ ) , D a v i d  E o l ,  David, C EiQ02; David 

SUBJECT: The ~ ~ e r r t  of a M&odology to identify Military InstaU8tTons with a 
reawnable probability of having HAP approved, and to e d m t e  for those identified 
 ati ions 1) the percentage of personnel k t  shmld leave in d e r  to affkct the Red Egme 
Market, 2) the percentage of eligible homeowners, and 3) the percentage of home value J3AP 
will pay as part of the Progr8111. 

REFERENCES: Telephone discwsions were held with Ms. Peggy Mahoney, USACE HQ and --. 

Ms. Kay C. ~ c c u i r e - ~ ~  
conf-ce&withMr. LbvidBdfl. arad Mr. Dimid&-. 
F'rehinw brief@ SeithMqj. ~~5~ aavid %I& aad Esrtnk J- on ~ d y  7,2004. 
Chapter 7 Homwwners Assistance Program, Section L General, BR 405-1-12 Cbmge 314.15 
May 2000, sabsection 7-2. 
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B ~ m a d  - 1 s ~  d 9 ~ ~ . h ~ h . , u r w  r 1 
The COM @ f ~ ~ ~ , , ~ & ~ : ( ~ ~ ~ ~ , f & ~ f ~ ~  &'&&on fi-&f:' - ' 

,. DepSe&f.k- 7; 1.H4, @licp -&&&&I rq&@$ & e D @ D ~ v n & : t o  
most current COBRA version, ir50de1 to mure consistency ia me.thodblegy; AltbQ~gb the 
model do& @@,$la@ itu,= & w e b m a  to 
estimate ,g&&g+.m $&,<a& p&& a QQ&M~ -,of- ,a 
functional or M ~ t i o w  wtegay. 
Specific m m  &- f&ths -6f & &r 
input to the COBRA model, as follow "Homeowners Assistauceheram W&% 
Secretary of the h e y  will provide each DoD Component with a list of imWht&& that have a 
reasonable probability of having a HAP program approve$ &oaM the W k t t h &  be selected 
for closure or realiment. HAP costs will be included for each of the hstalW~118 so identified 
by the Secretary of the Army". 
Based on & inmc&ns, T m  M e d  & m h  nee$ .&ellop a m&&ggy in 
order to detmmhb wrch insWMmsz .. 

Objectives 
When a & m&~:i$ &&-1y by w . o r ~ : w g  elom &mtioo. 
in scope of operations of a military installation due to Base-Rdgament and Closure (BRAC), 
actions, perso~mel maybe W l r ;  to disqhosk~@f~ird~Ei@$s ~ d i e r m n a b 1 e  t- ,.and 
conditions. 
In this case, the Depattment ofDefense @OD) throngh the Hommmm Asshmce Program 
(HAP) helps eligible hoareownem offset rcal Mate losses SIB&& as a resnlt of these actions. 

DCN: 8441



The purpose of CERL's work is to develop a methodologyJMode1 that will provide: 
1) A list of Installatiom that will have a  rewneble mobability of having HAP approved, if 
selected for closnre or realignment; 

11) For those insrallatiom w identified, wtimate the amber of p e m m d  would have to be 
removed from tbe h e a t i o n  W e  BAP mdd be msamblv ex~ected to be amoved. This - .  --  
should be expressed as a percentage of the total installation popdatibn. 

III) An estimated pm~~.ta@ of homeowners that will be eligible (cpaldted) for HAP, and 

IV) An estimated pmmtage of house value that HAP will pay 

Methodology 

a) A D D ~ ' o ~ c ~  
There is no after action data to ba d y a a d  td support th~ d m o n  of such eligibility. 
Therefore, a broader Bata w M o n  andmearch om past HAP s& was nimmary to sopport 
asslm!ptiom &at W ~ T U S &  in this am 

CERL studied the results &Market Impact Studiea (MIS) to evaluate how in previous rounds a 
real estate market was significantly affected by BRAC actions. The variables used were after 
BRAC actions, such as a 5% decline in home values, and number of days in the market. GBRL 
found no clear* amW1e m e t h o d o l ~  Itad previously b devebpzd that d l i s h e d  
a n d s u p p 0 ~ a r u l e o f ~ u z n b t h t d p I o ; o i d e a ~ f o r  e&h&qgm&stdwlines 
following a M a  ~~ QFR-~ 
Due to the varied ewmmic umdibm of b regions at the h e  o % B U W  &ims d 
the inconsistmt data @hsing,.- ad idormdon &wing at&@ DoD Level, them are 
limitations on the dability of lessons learned fiom prior D R A W  &ensL Ttr@efsre, 
CERL ledr314 at variables oaw to Mi&& Imp* in a W a d  level, po$lis to 
be considered for OW study web as 

- intamtti9tes. 
- avail&%@ ofmortgage iorms, 
- tpxpowt 
- national and reaiond economic conditions, 

However, the leek ofm&n between b e  mhtbla and BRAC actions, to explain aa 
Economic Impact on the region where the Installation resides, made than not a gpod choi~e for 
our metbdo&y. 

- 

Funfiq analysis lead us to use ' ' ~ t i o a  Job-Logs" as our variable of choice to det- 
Real W t e  Market Iq~aet in tEae re* summdbg tbe IxWWtim, hr the faewing masms: 

1) Job-hs  and dedkwin Manevalue are &m@p conelated Ststigt~al Analpig 
done on the MIS could confum this claim. 

2) It d-MW Vdw 
- thevheMr~estatt:in&eW~is&~nbythed@f6titsuse 
- demand in the area is driven by employment. 



f 
3) It explains Market Value Impact 

- with BRAC action, demand goes down with job losares, 
u - as well as supply going up with transfers, financial hardghips and base housing 

u r i ~ o n s .  
The focus is cl&ly jobs &d the impact to the real estate market the law of tho= jobs has to a 
determining Eactor. There is little doubt that there i9 a && relati- exists between job 
losses and real estate m k e t  dwlinw. 
However, b Mwst obstacle f d  was not the fact a strong d a t i o h  exists, but to what 
degree does a market d e o b  follewbg a sigui5cant job loss in an area? Moreover, what is a 
significant level of job losses that will-&Gt mark~values? More speciiidly, is ~&e a 
reasonable measurable relatianship between that percentage of job loss and parcenCaB8 of 
market value decline? 
So in effed, ClBL la- to depekbp a n d i o d o b ~  to measure a signiflc-ant -1d of job 
loss that w d  lead fo amuket &slim and &ea unc&mate &tt hl 'ofdesrme the-matkit$ 
would experimce basal oponthe h e 1  ofjob lelums. X&mktg it,- h i & ~ ~ l e  :tllht a 
1% job loss in an a m w d d M e  a Wd@d hqmt&,:a iO%job lW, Cl3&LTsl?it 
was critical to develow a robust EBBei .Wnwmed&at diffmkmae. C%RL e~t9BlMiai a 1% 
job loss threshold as &a significant level b& upon prior government guidelines fbund in 
Chapter 7 Homtmmm ~~~~ 1W7. 

Other keywt-iabh wsch as W & o n ' s  Ma%& Impact - W, W s  Total 
Employment &ms, InsWation'~ CMbm a d  MiMary Tmd Employmm b-, MLQ's 
Homeownership Rates, Dd) Military Married Persmel Living off tam figures, and Medim 
Rome Vduas for the MAI, were included in the development of our Methodology. 

potentid data el-. w & . l m ,  r e P i . ~ a  
considered for inclusion in the model. 
himary mar6a$. bclM~f: 1)w *&&&m m) grovidd by, 
S m t o  atid Be~@@ilWtbb , w~wa9s th h w s ,  .-@&j~m 
BRAC MOIW. (2) B m u  of m, cw a ,Q- 
Analysis, and Fed Stats, along with rimemu$ state aud local red e~state data sourcw. 

c) DeveiopmeW 
Dmelopmmt;arr$ -sf* w:;m&&&,lo@ @-%. 
C E w r -  (-I&) p&&& T m  Omup ma 
hcladgd 371 o~l) ~ r m j ~ ,  139 mVi 7s F-, 14ium.w 
49 Defense Agencies rndField A&dties, w s  -& -d~Mfi r & 
Installations list provided by MAJ Smith, TABS, ASAQ&E. Those ind la t io~~s  not o n W  
S * ' s l i s r E t l g ~ r e m o w ~ & a s ~ , ~ w ~ ~ : l i s t i n p g ' ~ , ~ A n h y  
The Def-,&&a Ra,.A&&@w, &y w& b , g a ; r g ~ M e  

job loss a a& &g&io*t fep ~ t M & ~ ~ ~ ~ : . . ~ & I  *&re, Ohep were 
not tested. 
The d t  of those actions is summarked .as follows: 

w' 



1. Anny-67installeti0nstest 
2. Navy-IllinstalMona 
3. Air FIWW - 71 in&Uations 
4. USMC - 13 instailations 
5. ~ - 0 i n s ~ 0 ~ 8  
6. TOM d branoh- 262 ms-m 

All of the ozigbl371 hwtda t i~ l l~  were wi$ned a control luambar by branch aad am listed in 
the final r e p t  alrhow only those 262 taui have data that a~as included in the caloulatiom. 

d) Model Steps h + o n  

step 1. Astbe W;step,,@.RL I W : e d . f f n $ W d  h , h  jlnaaea area.@m) af each 
installationas.ei~ tbe W . m ~ b n ~ p d ~ a l ~ ( m 4 a ) . h : M a h  waelmoclted in, 
~ b d ~ d ~ ~ ~ ~ k ~ ~ p h l r d l $ t h a ~ . ~ f ~  provbdedb 
rn Smitp &e .tkdst&gev gnd mreml o . f ~ o o ~ * ~  Qbe9.,&?ov) listing @f 
M e t m p h l S M h : m )  md tb-e'.t$apri& oomiea. 

&ep 2. Employment. S o w  of data for the MIA q b y m a n t  amdsted o f B W  tatat area 
employment (year 2002 fnll gt. part-time). If in an MSA then MSA total employment, if not 

and Repmb ( DmR) - 3003 lev&. 

Step 3. Objective I - Estimate reusonableprobabilily. This step was to determine if au 
Installation would have a reasonable probability of getting HAP approved. The appmmk a 
installation 's total emEovmenf is = to or > 1% of the totaI defined meas emlwmemt. then 
reasonnbte arobabifiw ofa mark hmuaci exists fsimifiemule = vm), thus HAP program 
approval is likely in the event the Installation would be selected fw BBAC. 

step 4. Obi-e 11 - % of ~wBMJw~ WtW~ed b$m &-@ WWB~.  &d & 

Step 4. Ronsing & home. This portion afthe model focused an housing oensm data in an 
efYolt to estimate homa~wn&p t a m  for MIA. Year 2000 homing c e n w  data clew 
utilized included (1) homeo- r&a (%I, 42) rnedhra ~ a f ~ g v q a - o c c a p i &  W g  
units (adjust& to YR 2Q03/2m by IS%>, $44) IB&W ho@~]nt jrlcamaa, wbi&,w id&& 
but not used, d (4) f i d a 1 m . M  tay.tXRL aetEie % af Q ~ . w &  Casts 
>35% of h o u b i e h s k l i  p m ~ ~ ~ i n  w ensus data. 

Step 5. Estimate Civilian E-lity. The model a p p u  the h o m e o ~ ~  % rate for the 
area times the number of ci.vih hstallation employees to &ma@ the number of civilian 
homeowners for the installation The number of homeownem wea than applied to the hardship 
rate for the area to estimate the number of eligible civilian homeowners. 



Step 6. Estimate Military Eligibility. DoD supplied its service wide estimates of married 
military (52%) and the DoD rate of married military living offbase (67%). The mauied 

-. military rate (52%) times the rate off base (67%) was then applied to the area homeownership 
rate. It was assumed that 100% of military homeowners would be transhed or faced with 

1T , 
h c i a l  hardships, thus eligible for HAP. 

Step 7. Objdve  III- % oJ&P EI@Ie &sr(tZ@ect) ko-S. Tha CERLIUP model 
estimated the number of instalktion home~wnm and the HcfiP ad(Asd homeowners as a % of 
total insrallatim mdoymmt. 

Step 8. Estimate Market Impact Patmetem CCERL assumed that the  tio on's total jobs 
am lost (i.e.: base clomm) and that if rawonable pmbabfity hi been eslhtbd &en the real 
estate market would be directly impacted. The aswqdions as to level of rnadEet dwline 
(impact) CERL modeled are as follows: 

If imtalWon's total employment as a pmmtage of iicea'd total employment is between 
%, then -% of dectine: - 

I '  I , '  ' I '  I ' 1 ' 1  
1-2% employment lost, then 1 G?? of prior FMV decline , - 24% empIoymant lost, then 15% of prior FMV decline 
47% eaaployment lost, ahen2QN of prior W decline 
7-10% employment lost, then 25% of pfior FMV decline 
10% or meee aqrOyment 30% ~ f p r i g r ~ d e o ~ e  

& seiected and asawned the Private we by ~&eoarn&;@&n ferthe mad&., Thgt option 
i& JJ& f#&&w itt;95% ,&&r W,. leag pMv at w: &f@&at~ sate/&- Mw, The 

bnreomm jki,ki,,&e, r & ~ w p r i o r  W, then subtmeted the enmulative , 
me of pi-&& pri~to.qr&wat tt &at@& to D o D / p a ~ , b  ?: a'- 7-7' , 
h ~ ~ 1 e b ~ e r s  for the h&dI&on. i .- i  ., 8 8 i ~ ~ .  I 

, * #  *-, L t t .  J : 
Step 10. Objecthre IV - estymoted % qfhowse value fhzitm wing*. tTEL moil3 ,, ,,' 
estimated potential HAP ,cat to DoDI&AP payments to homw,wm as desmibedahove, in ,# I , ,  , , : 
addition to the merage emYr,qment pm eligible homemme~, .and the estimate of I&P cdsts as 
a % of Prior F M X  

e) Madel Executive Surnmulqv 

The executive summary of the individual installations consisted of a complete listing of the 
installations, by Service, and totals for each. The Service totals were then summarized and are 
included wita this report under &dings below. 
The only assumption that had to be modified to obtain a national estimate was the use of the 
national home median value as opposed to individual btalkions' MIA home median value. 



371 I n s W o n s  were oowdsred in ow study. In the study, 262 were tested for reasombie 
probability of having HAP qqwoved. A totids of 112 were identified as achieving mch 
probability, and 150 were determined as not achieving this probability. In the study, 60 
Installations were discarded h m  our study for the reasons mentioned on item c) above. The 
Defense Aagencias and Field htivdties @me included in our study, but due to Wi location a 
reasonable probability wouldn't be reached, assuming they have a small number of pfxsonne1 
compared to the Metmpobn Area in which they reside. 

Bolow is the Sammary of our findings. The details of such findings, by Service and by 
Installation, are provided as an attachment to this dooument. The Models for each one of the 
Installations considered in &is st&, as well as the supporting data will be patt of an appendix. 
that will be delivered with the Final Version of this Docutnent. 
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