EXECUTIVE SUMMARY – Basic Allowance for Housing (BAH)
Purpose and Goal

The purpose of the Basic Allowance for Housing (BAH) program is to provide fair housing allowances to service members.   BAH compensates members for typical housing costs within a reasonable commuting distance of their duty location, generally, within twenty miles or one hour's drive in rush hour traffic.
Benefits of BAH Versus Other Methods

The BAH program measures rental-housing costs in the civilian market rather than measuring how much members spend on housing. 

Individual Rate Protection

Individual rate protection prevents decreases in housing allowances, as long as the status of a service member remains unchanged. This means that service members are entitled to the 1 January published BAH rate or the amount of housing allowance they were paid on 31 December, whichever is larger. Rate protection continues until the status of a service member changes due to:

♦ Permanent Change of Station (PCS)

♦ Reduction in paygrade

♦ Change in dependent status

Types of Data Collected

In computing BAH, we include local price data of:

♦ rental housing

♦ utilities (including electricity, gas, oil, water, & sewer)

♦ renter's insurance

DoD employs a contractor (Runzhiemer) to collect the data annually for approximately 400 Military Housing Areas (MHAs) in the United States, including Alaska and Hawaii. DoD and the Services define these MHAs by sets of ZIP Codes.

Data collection occurs in the spring and summer when housing markets are most active. Rental costs are collected on apartments, townhouses/duplexes, and single-family rental units of varying bedroom sizes. The different types of units are referred to as “profiles” or “anchor points.” The contractor collects representative housing costs in specific neighborhoods. 
The six standard housing profiles used as anchor points for BAH are:
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Rental Data Sources & Validation

DoD uses data from multiple sources to provide a "checks and balances" approach. This ensures reliability and accuracy.  The contractor obtains current residential vacancies from:

· local newspapers
· real estate rental listings
· apartment and real estate management companies to identify units for rental pricing

· real estate professionals in each MHA to confirm market rental prices and obtain additional data
· where available, we also contact fort/post/base housing referral offices 
They gather enough data to attain a statistical confidence level of 95% or higher.

Utilities

The utility portion of BAH is based on service fees, utility rates, and consumption data for different housing types. All data is sensitive to geography and climate.

Renter’s Insurance

The renter’s insurance portion of BAH covers the value of household contents. These values are correlated with selected incomes and dwelling types.

BAH Housing Standards & Interpolation Between Anchor Points
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Setting the Rates

After rental, utility, and insurance data are collected and median housing costs calculated, DoD and the Services:

♦ Review the local median housing costs for each MHA

♦ Appraise MHA and profile-specific utility and renter's insurance data

♦ Prescribe BAH rates based on data input and DoD housing standards policy

To calculate BAH rates, they:

1) Determine the total housing costs for each MHA for all the anchor points

2) Calculate (using the Housing Standards table above) a separate BAH rate for each of twenty-seven distinct pay grades that correspond to military ranks for members with and without dependents.
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