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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 

400 ARMY NAVY DRIVE 
ARLINGTON, VIRGINIA 22202 

January 18, 1994 

MEMORANDUM FOR DIRECTOR, DEFENSE COMMISSARY AGENCY 

SUBJECT: Quick-Reaction Report on the Commissary Construction Project at the 
Naval Station, Guam (Report No. 94-031) 

We are providing this report for reconsideration of your position and additional 
comments. The report addresses the need for building a $17 million replacement 
commissary at the Naval Station, Guam. We are issuing this as a quick-reaction report 
because the contract to build the replacement commissary has already been awarded. 

Your November 17, 1993, comments on the draft report were considered in 
preparing this final report. We have revised the finding based on your comments; 
however, because the Navy has not finalized its force structure plan for Guam, you are 
requested to reassess your position on the proposed replacement commissary project. 

DoD Directive 7650.3 requires that all audit recommendations be promptly 
resolved. Therefore, we are requesting that you provide detailed comments in response 
to this final report that specifically address each recommendation and the potential 
monetary benefits by February 4, 1994. 

The courtesies and cooperation extended to the staff are appreciated. If you 
have any questions on this audit please contact Mr. Robert J. Ryan, Program Director, 
at (703) 692-3457, or Mr. Timothy J. Tonkovic, Project Manager, at (804) 766-3319. 
Copies of the final report will be distributed to the activities in Appendix C. 

Robert J. Lieberman 
Assistant Inspector General for Auditing 



Office of the Inspector General, DoD 

Report No. 94-031 January 18, 1994 
(Project No. 3LA-0069.01) 

QUICK-REACTION REPORT ON THE COMMISSARY 
CONSTRUCTION PROJECT AT THE NAVAL STATION, GUAM 

EXECUTIVE SUMMARY 

Introduction. During our Audit of Defense Commissary Construction Projects, we 
reviewed the planned construction of a $17 million replacement commissary at the 
Naval Station, Guam. The new commissary will replace a 30,000-square foot 
commissary built in 1959. The Defense Commissary Agency (DeCA) awarded a 
construction contract on September 24, 1993, for the 60,000-square foot project and 
issued the notice to proceed on October 27, 1993. 

Objective. The overall audit objective was to determine if new construction of DoD 
commissaries were justified and cost-effective. This quick-reaction report addresses the 
requirement for the replacement commissary at Naval Station, Guam. 

Audit Results. DeCA planned construction of a replacement commissary at Naval 
Station, Guam, that exceeded customer requirements. Basing the size of the 
replacement commissary on accurate sales data would result in a potential monetary 
benefit of at least $1.5 million. Deferring this project until the Navy determines its 
force structure plan for Guam and DeCA fully considers alternatives to new 
construction could result in additional monetary benefits. Additional benefits could be 
realized if DeCA decides to further downsize the replacement commissary or renovates 
the existing commissary. 

Internal Controls. We did not include a review of internal controls as related to the 
objective because of the time sensitivity of the data reviewed. Procedural weaknesses 
in the construction approval process within DeCA will be addressed in a planned audit 
report on the overall Audit of Defense Commissary Construction Projects. 

Potential Benefits of Audit. We identified potential monetary benefits of between 
$1.5 million and $17 million, less offsetting redesign or contractual termination costs, 
if the replacement commissary is downsized or not built. The exact amount of 
potential monetary benefits will be determined when DeCA obtains the approved force 
structure plans for Guam, reviews alternatives to new construction, and reassesses the 
need for and the size of the replacement commissary. Appendix A summarizes the 
potential monetary benefits resulting from the audit. 

Summary of Recommendations. We recommended that DeCA place the commissary 
project on hold until the Navy provides accurate, complete, and up-to-date planned 
force realignment and personnel reduction information; until DeCA revalidates the need 
for the project; and until an economic analysis is completed. 

Management Comments. The Director, DeCA, concurred with the first two 
recommendations but nonconcurred with the third recommendation, stating that an 
economic analysis served no useful purpose. Although the Director concurred with the 
first two recommendations, the project was not placed on hold based on additional data 



provided by the Navy. The Director agreed to downsize the project to 50,000 square 
feet. A discussion of the DeCA comments is in Part II and the complete text of the 
comments is in Part IV. 

Audit Response. We consider the DeCA's comments to be partially responsive to the 
draft report. The project was not placed on hold and we consider the additional Navy 
justification data provided to DeCA as questionable. The agreed-upon downsizing may 
not be sufficient to ensure that excess capacity is not built. We request reconsideration 
of that decision, additional comments on all recommendations and the reported 
potential monetary benefits from the Director, DeCA by February 4, 1994. 
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Introduction 

Background 

The Defense Commissary Agency (DeCA) plans to build a 60,000-square foot 
replacement commissary at Naval Station, Guam. The $17 million project is 
planned to replace an existing 30,000-square foot commissary built in 1959. 

DeCA has established 10 standard design commissary sizes, based on average 
monthly sales, as adjusted to 1982 dollars. The sizes of the standard design 
commissaries range from 12,000 to 100,000 square feet. Current sales at the 
Naval Station, Guam, commissary average $1.3 million per month, as adjusted 
to 1982 dollars; therefore, the criteria support a 50,000-square foot commissary 
if continued sales at that level are likely. 

Commissary construction and renovation costs are paid by the Surcharge 
Collections Fund, a revolving fund maintained by charging commissary patrons 
a 5 percent surcharge on their purchases. Approval to obligate the funds has 
been granted by the Morale, Welfare and Recreation Panel of the House 
Committee on Armed Services. 

Objectives 

The overall objective of the audit was to determine if new construction of DoD 
commissaries was justified and cost-effective. This quick-reaction report 
addresses the requirement for the replacement commissary at Naval Station, 
Guam. 

Scope 

Recognizing the ongoing or potential impact of DoD force restructuring on the 
deployment of U.S. personnel and dependents at overseas locations, this 
segment of our overall audit of the commissary construction program focused 
on the proposed construction of a 60,000-square foot commissary at Naval 
Station, Guam. We visited DeCA Headquarters, the DeCA Northwest Region, 
and other DeCA offices responsible for the construction process and obtained 
actual and projected sales information for the Naval Station, Guam, 
commissary. We also contacted various Navy offices responsible for actual and 
planned active duty personnel authorizations on the island of Guam. 
Additionally, we reviewed procedures for developing commissary requirements 
and obtained available project documentation dated from 1984 through 1993. 



Introduction 

This economy and efficiency audit was made from September through 
November 1993. We did not review internal controls related to our objective 
because of the time sensitivity of the data reviewed. Procedural weaknesses in 
DeCA's construction requirements and approval process will be addressed in an 
overall report on the Audit of Defense Commissary Construction Projects. 

Except as noted, the review was made in accordance with auditing standards 
issued by the Comptroller General of the United States, as implemented by the 
Inspector General, DoD. Appendix B lists the organizations visited or contacted 
during the audit. 

Prior Audits and Other Reviews 

Inspector General, DoD, Report No. 92-034, "Quick-Reaction Report on the 
Audit of Family Housing at Naval Station New York," January 9, 1992, 
challenged the need for 1,183 build-to-lease family housing units at Naval 
Station New York. The Inspector General, DoD, calculation of the family 
housing requirement was based on data for personnel assigned to the Naval 
Station New York, and current voluntary separation rates and dependency 
factors rather than assumptions and historical data, which the Navy used. 

The Naval Station New York, area could realize a surplus of 937 housing units, 
because the Navy changed the mix of ships homeported at the Naval Station and 
did not consider other variables affecting housing demand. Implementing the 
recommendation to negotiate a bilateral change order reducing the number of 
units required to 400 would have prevented unnecessary housing costs of up to 
$244 million. The Navy disagreed with the recommendation and stated that the 
requirements were firm enough to justify continuing the housing projects. 

In September 1993 the Congress approved the Base Realignment and Closure 
Commission's recommendation to close Naval Station New York, bearing out 
our concerns about the volatility of the Navy's housing requirements. 
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Construction of a Replacement 
Commissary 
The Defense Commissary Agency is constructing a replacement 
commissary at Naval Station, Guam, that may not be needed to satisfy 
customer requirements. The condition occurred because the Defense 
Commissary Agency did not have current information on planned Navy 
personnel reductions, based the size of the commissary on sales 
projections that may not materialize, did not consider other initiatives 
affecting the Navy infrastructure on the island of Guam, and did not 
complete a detailed economic analysis considering alternatives to 
construction. Basing the size of the replacement commissary on valid 
sales projections could result in potential monetary benefits of at least 
$1.5 million. Deferral of the project, until the Navy force structure plan 
for Guam is finalized and alternatives to new construction are 
considered, could result in further monetary benefits from downsizing 
the new commissary or renovating the existing facility. 

Background 

In the late 1980s the Navy considered whether to improve the facilities at Naval 
Station, Guam. The Naval Resale System Support Office planned to expand 
and renovate the size of its existing commissary from about 30,000 square feet 
to about 45,000 square feet, at a cost of $3.3 million. In September 1991, 
DeCA proposed the 60,000-square foot replacement commissary instead of 
expanding and renovating the existing 30,000-square foot store. 

In 1991, DeCA stated that without the new 60,000-square foot replacement 
commissary, it would be forced to operate from a more than 30-year old, 
maintenance intensive, inefficient facility having a significant negative impact 
on the morale of assigned personnel. In July 1993, the Congressional Morale, 
Welfare and Recreation Panel approved the $17 million project and in 
September 1993, DeCA awarded a $13.4 million construction contract. 

The recently approved 1993 Base Realignment and Closure Commission 
recommended that the Naval Air Station, Agana, Guam, be closed, and that its 
mission, personnel, aircraft, and support equipment be consolidated at nearby 
Andersen Air Force Base. The consolidation was feasible because Air Force 
active duty personnel authorizations for Guam have declined 32 percent since 
1988. Housing at Naval Air Station, Agana, is to be retained because it is only 
12.4 miles from Andersen Air Force Base. 

Navy officials stated that approximately half the Navy personnel on Guam 
patronize the Andersen Air Force Base commissary. To serve the Navy and Air 
Force patrons of the commissary, a $9.4 million renovation project, which is 
nearing completion, will add about 14,000 square feet of sales, storage, and 
administrative   support  space.      The  renovation  will   alter  an   additional 



Construction of a Replacement Commissary 

18,000 square feet of existing sales, storage, and support space, resulting in a 
110,000-square foot commissary (including the warehouse) at Andersen Air 
Force Base. 

Construction Plans 

Project NW91MP15 at Naval Station, Guam, includes a permanent reinforced 
concrete building with a gross floor area of 60,000 square feet. In addition to 
the commissary sales floor, the 60,000 square feet includes a refrigeration 
support system; an administrative area; a produce, meat, and dairy department; 
a delicatessen, bakery, and frozen food area; and other operational support, 
staging, and receiving areas. The project also includes contractor-furnished and 
contractor-installed equipment, as well as paved access roads, parking spaces, 
and a truck loading dock. 

Criteria 

DoD Instruction 7041.3, "Economic Analysis and Program Evaluation for 
Resource Management," October 18, 1972, states that an economic analysis is 
required for proposals involving a choice between two or more options, even 
when one option is to maintain the status quo. Additionally, an economic 
analysis should be updated reflecting significant developments invalidating or 
altering the cost-benefit relationships upon which previous decisions were made. 

Planned Personnel Reductions 

A 60,000-square foot replacement commissary is not needed at Guam to satisfy 
customer requirements. DeCA was unaware of planned personnel reductions 
when determining the scope of the Naval Station, Guam, commissary project. 
We obtained Navy ship-based and shore-based personnel authorizations at Guam 
from the Chief of Naval Operations; the Commander in Chief, Pacific Fleet; the 
Naval Facilities Engineering Command; and the Bureau of Naval Personnel. 
The documentation showed that Navy active duty authorizations for Guam are 
scheduled to be reduced about 43 percent from FY 1993 to FY 1997. The total 
actual and projected Navy active duty authorizations from FY 1990 to FY 1997 
are in Table 1. Note the fluctuations that have occurred in personnel 
authorizations and the considerable reduction that is planned for the future. 



Construction of a Replacement Commissary 

Table 1. Navv Active Dutv Personnel Authorizations 
(by fiscal year) 

1990        1991        1992  .    1222        1224       1991      1226       1222 

5,886       6,963       8,133       7,809       6,966      5,763     4,496      4,481 

Sales Projections 

DeCA based the 60,000-square foot commissary replacement project on 
unrealistic projections showing increased sales. According to DeCA design 
criteria and project justification, average monthly sales should be at least 
$1.55 million, as adjusted to 1982 dollars, to justify a 60,000-square foot 
commissary. 

DeCA projected that the average monthly sales would increase by 5.23 percent 
annually, from FY 1993 through FY 1997. The 5.23 percent figure was arrived 
at by averaging the percentage change in monthly sales for FYs 1983 through 
1992 to determine the 5.23 percent growth factor. Details of the sales for the 
Naval Station commissary during that period are in Table 2. 

Table 2. Naval Station, Guam Commissary Sales 

Fiscal Year Average Monthly Sales 
(Adjusted to 1982 Dollars) 

Percent Change 

1983 $ 897,012 
1984 1,318,171 47 
1985 1,483,036 12 
1986 1,322,488 -11 
1987 1,306,612 -1 
1988 1,292,499 -1 
1989 1,232,972 -5 
1990 1,246,589 1 
1991 1,368,866 10 
1992 1,292,396 -6 

From FY 1983 through FY 1984, the Naval Station, Guam, commissary 
experienced a 47 percent increase in sales. That increase was responsible for 
the average percentage change in sales increase of 5.23 percent for the past 10 
fiscal years. If the 47 percent 1-year increase in sales had not been included, 
the average percentage change in sales would be approximately zero. 

The average monthly sales of at least $1.55 million required to support a 
60,000-square foot commissary at Naval Station, Guam, will not materialize 
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based on the past 9 years of sales data and pending reductions in authorized 
naval personnel. The patronage base will decrease significantly, leading to 
further loss of sales. 

Table 3. shows the historical relationship from FY 1989 through FY 1993 for 
sales increases and decreases, as adjusted to 1982 dollars, and the number of 
authorized naval personnel. The projected sales for FYs 1994 through 1997, 
based on DeCA's calculations used to justify the project, are shown in relation 
to the planned 43 percent reduction in naval personnel authorizations for the 
same period. 

Table 3. FY 1989 through FY 1997 Average Monthly Sales 
and Assigned Naval Personnel 

89 90 91        92       93       94 
FISCAL YEAR 

- ASSIGNED PERSONNEL —f— SALES 

T -4-000 
97 

Because Navy personnel authorizations are scheduled to decrease by 43 percent, 
we believe that average monthly sales will fall below the current level of 
$1.3 million. For example, if average monthly sales decline to $741,000 (a 
43 percent reduction) only a 40,000-square foot commissary would be justified. 

Navy Infrastructure 

DeCA did not obtain or consider a detailed study of the Navy infrastructure in 
its plans to replace the Naval Station, Guam, commissary. During the audit, we 
learned that the Navy was evaluating the transfer of units from Guam to other 
Navy locations. At the time of audit, the Navy was coordinating a study of the 
Navy infrastructure at all naval activities.   If the Chief of Naval Operations 
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approves changes in the Navy infrastructure, it could affect personnel 
authorizations on Guam and the projected sales data used to justify the Naval 
Station commissary. 

Economic Analysis 

DeCA did not perform an economic analysis in compliance with DoD 
Instruction 7041.3, therefore, a comparison of the costs for additions or 
renovations to the existing commissary, to the costs for new construction, was 
not available. For every commissary construction project, various alternatives 
to new construction may exist. Alternatives to new construction include 
mamtaining the status quo; renovating the current commissary; or adding space 
for delicatessens, bakeries, or other concessions. In considering alternatives, a 
comprehensive economic analysis that reflects valid costs and benefits should be 
performed. 

DeCA Actions 

During our staffing of the draft quick-reaction report, DeCA officials agreed 
that the scope of the replacement commissary project was based on erroneous 
sales projections. As a result, DeCA agreed to downsize the replacement 
project from 60,000 square feet to 50,000 square feet. DeCA estimated that 
such action will result in potential monetary benefits of from $1.5 million to 
$2 million. While we recognize the intended responsiveness of that action, 
another reevaluation of the requirement is needed. We believe that DeCA 
should reconsider the requirement for the commissary project after the Navy 
ship homeporting plan is approved in January 1994, and after the Navy finalizes 
its force structure plan for Guam. 

Conclusion 

While we recognize that the Naval Station commissary is in need of renovation 
and possible replacement, we do not believe that the project, as planned, is 
justified. The current average monthly sales support a 50,000-square foot 
commissary. However, it is highly unlikely that the current level of sales will 
continue based on the planned reduction in active duty personnel authorizations. 
Commissary construction projects should be supported by an economic analysis 
and rationale that justifies replacement. The documentation that DeCA and the 
Navy provided does not fully support replacement of the existing commissary. 

10 
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Recommendation, Management Comments, and Audit 
Response 

1. We recommend that the Director, Defense Commissary Agency place 
commissary construction project NW91MP15 on hold until the Navy 
provides accurate, complete, and up-to-date planned force realignment and 
personnel reduction information. 

Management Comments. The Director, DeCA, concurred with the 
recommendation, however, he stated that the project would not be placed on 
hold. He stated that the Navy verified the staffing levels at Guam in a 
November 9, 1993, memorandum. 

Audit Response. We consider DeCA* s comments to be partially responsive to 
the intent of the recommendation, which was for DeCA to defer the replacement 
construction project until the Navy determines its force structure for Guam. 

The Navy's planned actions on Guam, as presented to DeCA, have not been 
approved by higher level Navy management. We have reviewed the November 
9, 1993, memorandum provided to DeCA and held discussions with appropriate 
Navy personnel to reconcile differences. The Navy authorizations provided to 
us by the Bureau of Personnel and reflected in this report include personnel 
assigned to the USS Holland, based in Guam, and reflect its decommissioning 
or reassignment in FY 1996. Our figures do not include personnel assigned to 
the USS Mackee, the designated replacement ship for the USS Holland. On 
November 18, 1993, we were informed by the Shore Activities Division of the 
Deputy Chief of Naval Operations (Logistics) that the Navy's proposed plan is 
for the USS Mackee to replace the USS Holland in FY 1996. However, the 
Navy's ship homeporting plans are still in the review stage and a decision is not 
expected until January 1994. 

In FY 1992 (the same base year used by the Navy), 8,133 active duty naval 
personnel were assigned to Guam. If the proposed Navy ship homeporting 
forecast is approved, it will result in Navy authorizations of 5,831 (a 28 percent 
reduction) by FY 1996. If the replacement ship is not assigned to Guam, a 
45 percent reduction in Navy authorizations will take place. A corresponding 
reduction in dependents will also affect commissary sales. 

Considering the trend towards reduction of forces and the unapproved ship 
homeporting plan, we request that DeCA reevaluate its position to proceed with 
the replacement construction project. The evaluation should consider the 
decision on the Navy ship homeporting plan expected in January 1994. 

2. We recommend that the Director, Defense Conunissary Agency place 
commissary construction project NW91MP15 on hold until the need for the 
project is revalidated based on accurate, complete, and up-to-date sales 
projections and future personnel authorizations. 

Management Comments. The Director, DeCA, concurred with the 
recommendation, however, he stated that the project would not be placed on 

11 
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hold. He stated that sales of about $1.3 million per month are highly probable. 
Based on the latest sales data, DeCA agreed to reduce the size of the 
replacement commissary from 60,00 square feet to 50,000 square feet. 

Audit Response. We recognize DeCA's initiative to downsize the replacement 
commissary from 60,000 square feet to 50,000 square feet. However, as 
discussed in our response to Recommendation 1., authorizations will decrease 
from 28 percent to 45 percent by FY 1996. As a result, we do not agree that 
sales of $1.3 million per month likely will continue at the Guam commissary. 
With the present uncertainties in the Navy force structure at Guam, further 
downsizing or complete cancellation of the replacement commissary may be 
justified. Therefore, DeCA is requested to reconsider the recommendation. 

3. We recommend that the Director, Defense Commissary Agency place 
commissary construction project NW91MP15 on hold until an economic 
analysis is completed in accordance with DoD Instruction 7041.3. 

Management Comments. The Director, DeCA, nonconcurred with the 
recommendation, stating that he did not believe it to be economically feasible to 
expand and upgrade the existing commissary to meet customer requirements. 
Additionally, he did not believe that an economic analysis would serve a useful 
purpose. DeCA's position was based on wetlands intrusion, complex building 
permit requirements, and damages caused by a recent earthquake. Further, 
current estimates are $2.9 million ($100 per square foot) to return the existing 
commissary to preearthquake conditions and another $9.5 million to renovate 
the commissary to DeCA standards. 

Audit Response. DeCA's nonconcurrence with the recommendation is 
considered to be nonresponsive. The Director, DeCA, stated that an economic 
analysis would serve no useful purpose, yet provided estimates to support 
replacement of the existing commissary. The longstanding DoD requirement for 
a formal economic analysis before investment decisions are made is predicated 
on experience that such an analysis serves a useful purpose; that is, ensuring a 
systematic, documented consideration of all alternatives to new construction, 
including status quo operations, alteration, and renovation of the existing 
facility. To fully evaluate the estimates used to support replacement of the 
commissary, DeCA should have detailed supporting documentation 
demonstrating that new construction is the most economical alternative. 

12 
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Appendix A. Summary of Potential Benefits 
Resulting from Audit 

Recommendation 
Reference 

1. 

2. 

Description of Benefit 
Amount and/or 
Type of Benefit 

Economy and Efficiency. 
Determine requirements. 

Economy and Efficiency. Revise 
commissary construction 
requirements to reflect validated 
requirements. 

Economy and Efficiency. 
Performance of an economic 
analysis will evaluate alternatives to 
new construction, consider use of 
existing facilities, and determine 
required renovation costs. 

Nonmonetary 

Undetermined 

Funds put to better 
use. From 
$1.5 million to 
$17 million, less 
offsetting redesign or 
contractual 
termination costs, in 
FY 1993 Surcharge 
Collection funds 
(97X8164.6400). The 
exact amount is 
undeterminable 
pending approval of 
the Navy force 
structure plan for 
Guam and 
revalidation of project 
requirements. 
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Appendix B. Organizations Visited or Contacted 

Office of the Secretary of Defense 
Assistant Secretary of Defense (Personnel and Readiness), Defense Manpower Data 

Center, Arlington, VA, and Monterey, CA 

Department of the Navy 
Commander in Chief, U.S. Pacific Fleet, Pearl Harbor, HI 
Deputy Chief of Naval Operations (Manpower and Personnel), Washington, DC 
Deputy Chief of Naval Operations (Plans, Policy and Operations), Washington, DC 
Deputy Chief of Naval Operations (Logistics), Washington, DC 
Headquarters, Naval Facilities Engineering Command, Alexandria, VA 

Department of the Air Force 
Deputy Chief of Staff Plans and Operations, Washington, DC 

Defense Agencies 
Defense Commissary Agency, Headquarters, Ft. Lee, VA 
Defense Commissary Agency, Northwest Pacific Region, Fort Lewis , WA 
Defense Commissary Agency, Design and Construction Division, Lackland Air Force 

Base, TX 
Washington Headquarters Services, Washington, DC 
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Appendix C. Report Distribution 

Office of the Secretary of Defense 
Under. Secretary of Defense for Acquisition and Technology 
Under Secretary of Defense for Legislative Affairs 
Assistant Secretary of Defense (Personnel and Readiness) 
Assistant to the Secretary of Defense for Public Affairs 
Comptroller of the Department of Defense 

Department of the Navy 
Secretary of the Navy 
Comptroller of the Navy 
Assistant Secretary of the Navy (Financial Management) 
Auditor General, Naval Audit Service 

Department of the Air Force 
Auditor General, Air Force Audit Agency 

Defense Agencies 
Director, Defense Commissary Agency 
Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 
Inspector General, Defense Intelligence Agency 
Inspector General, National Security Agency 
Director, Defense Logistics Studies Information Exchange 

Other Defense Organizations 
Comptroller, Commander in Chief, U.S. Pacific Command 

16 



Non-Defense Federal Organizations 

Office of Management and Budget 
National Security Division Special Projects Branch 
Office of Federal Procurement Policy 

U.S. General Accounting Office 
National Security and International Affairs Division, Technical Information Center 
National Security and International Affairs Division, Defense and National 

Aeronautics and Space Administration Management Issues 
National Security and International Affairs Division, Military Operations and 

Capabilities Issues 

Chairman and Ranking Minority Member of each of the following Congressional 
Committees and Subcommittees: 

Senate Committee on Appropriations 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
House Committee on Appropriations 
House Subcommittee on Defense, Committee on Appropriations 
House Committee on Armed Services 
House Committee on Government Operations 
House Subcommittee on Legislation and National Security, Committee on 

Government Operations .   . 
House Subcommittee on Military Construction, Committee on Appropriations 
House Subcommittee on Installations and Facilities, Committee on Armed 

Services 

17 
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Defense Commissary Agency Comments 

DEFENSE COMMISSARY AGENCY 
HEADQUARTERS 

FORT LEE. VIRGINIA 23801-6300 

MOV 1 7 1993 
IR 

MEMORANDUM FOR INSPECTOR GENERAL, LOGISTICS SUPPORT DIRECTORATE, 
400 ARMY NAVY DRIVE, ARLINGTON, VA 22202-2884 

SUBJECT: Quick-Reaction Report on the Commissary Construction 
Project at the Naval Station, Guam (Project No. 3LA- 
0069.01) 

Reference: DoDIG Memorandum, dtd November 12, 1993, SAB. 

In response to referenced memorandum, we do not intend to 
place the project on hold; however, the facts you presented, as 
validated by the Navy and Air Force, allow a reduction in scope 
from a 60,000 to a 50,000 square foot store, modified for the 
unique conditions on Guam. We estimate this will result in a 
monetary savings of from $1.5 to $2.0 million. We are now 
proceeding with the necessary coordination to revise the project 
scope to a 50,000 square foot project. 

The attached provides our responses to your recommendations. 
If you have any questions, please contact Mr. Ben Mikell at (804) 
734-8103. 

/RICHARD E. 
Major General 
Director 

Attachments: 
As Stated 
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DEFENSE COMMISSARY AGENCY REPLY 

SUBJECT: Quick-Reaction Report on the Commissary Construction 
Project at the Naval Station, Guam (Project No. 3LA- 
0069.01) 

Recommendation We recommend that the Director, Defense Commissary 
Agency place commissary construction NW91MP15 on hold, until: 

1. The Navy provides accurate, complete, and up-to-date 
planned force realignment and personnel reduction information. 

2. The need for the project is revalidated based on 
accurate, complete, and up-to-date sales projections and future 
personnel authorizations. 

3. An economic analysis is completed in accordance with DoD 
Instruction 7041.3. 

Action Taken.  We concur with  the  first  two  parts  of  the 
recommendation but nonconcur with the third part. 

1. The Navy verified staffing levels at NS Guam in their 
November 9, 1993 memo (attachment 1). On November 12, 1993, Mr. 
Tonkovic of DoDIG contacted the Navy Bureau of Personnel (BURPERS) 
and the Submarine Manpower Section confirming that earlier numbers 
from BURPERS did not include personnel assigned to a Guam based 
tender. Based on this additional information, we believe we have 
accurate, complete, and up-to-date planned force realignment and 
personnel reduction information. 

2. The Navy's position (October 13, 1993 memo signed by 
Admiral Sareeram) that personnel levels will not decrease more than 
10% used 1992 as the baseline. The DoDIG figure of a 38% decrease, 
discussed at the November 1 meeting, was arrived at using 1993 as 
a baseline. The base loading spike in FY93 is not reflected in the 
sales data ( i.e. the sales did not increase in proportion to the 
increase in assigned personnel) and was not a factor in sizing of 
the store. Based on the situation as we now know it, flat sales of 
around $1.3 million per month are highly probable. This 
corresponds to a 50,000 square foot DeCA standard layout. The 
revised sales projection is at attachment 2. 

3. Under the circumstances we do not agree that an economic 
analysis would serve a useful purpose. We do not believe it is 
economically feasible to expand and upgrade the existing commissary 
to meet the need. Expansion would cause wetlands intrusion and 
complex permitting requirements which may never be met. Damage 
caused by the recent earthquake is sufficient to require almost a 
complete rebuild to insure long term structural integrity. NS Guam 
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support personnel have indicated that they can keep the facility 
operational until it is replaced by the new store, but the long 
term use of the current store is questionable. Current estimates 
are $2.9 million (@$100 per square foot) to return the building to 
pre-earthquake conditions, then an additional $9.5 million would be 
required to attempt to bring the store up to DeCA standards, for a 
total cost of $12.4 million. However, due to the layout of the 
existing store, not all DeCA standards would be met. 
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DEPARTMENT OF THE NAVY 
OFFICE   OF  THE   CHIEF   OF   NAVAL   OPERATIONS 

WASHINGTON     OC   20350-2000 
IN   KCPLv   HEPC«   lO 

9 November 1993 

MEMORANDUM FOR CHIEF OF STAFF, DEFENSE COMMISSARY AGENCY 

Subj: CONSTRUCTION OF NEW COMMISSARY AT NS GUAM 

Tab A requested resolution of two issues raised by the DOD Inspector General (IG) 
concerning construction of a new commissary at NS Guam. The following comments are 
provided: 

a. The numbers provided to ihc D0D-1G by the Bureau of Personnel (BUPERS-522) 
do not include 1,335 personnel currently assigned to the Guam based tender. Current planning 
calls for a replacement tender to be based at Guam in conjunction with the FY-95 departure of 
the present tender. This was validated with the Head of the Submarine Manpower Section 
(CNO N-879D).  Thus, Navy end strength should be increased by 1,335. 

b. Commander, Naval Forces Marianas (COMNAVMAR) has reassessed the current 
Guam commissary patron base and determined it to be 39,273. Tab B reflects the breakdown 
of the patron base and commissary sales data as verified by COMNAVMAR. Recognize the 
patron base will be reduced as active duty drawdown, previously addressed, occurs. 

Any discussions on downsizing possibilities for Guam liavc included a Navy active 
duty population of over 4,300, a population which greatly exceeds that which the present store 
can adequately accommodate. Consequently, llic commissary must be replaced.  Tab C 
addresses significant inadequacies in the current store which negatively impact quality of life 
as well as increase operating costs, thereby causing appropriated funding support to be higher 
than necessary. 

AXWOAMO 
D. FENDARVIS 
Captain, SC, USN 
Head, Supply Operations, Transportation 

and Petroleum Branch 

Tab A - Your memo or 5 Nov 93 
Tab B - COMNAVMAR Commissary Patronage 
Tab C - COMNAVMAR memo of 3 Nov 93 
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DeCA-eo Movastoar 5, issu 

MEMORANDUM FOR H413R, ATTN: CDR HORRES 

SOTJBCT:  Hew cosunissaiy, HS Guam 

Please thank your utafr for tns quleK responses provided over 
the past several days as we attempted to rtconcile data to support 
this projmax.. 

attachment, i IK a copy or the draft memorandum X provided the 
DoOie November 4, 1993. Hid afternoon November 5, I spoke with Mr. 
Ryan and Mr. Tunkovia seeking melr concurrence to proceed with the 
project. They informed me (and followed up with eupporting 
document* tluji) that there are two major unresolved issues. 

- Navy PZRa-922 documented (attaenment i) that the active duty 
Navy strength on Guam will decrease to 4306 by FY 99 versus 
strength» uC 3370 and as63 provided by CUMCFACFLT ana OPNAV N120, 
respectively. 

- COHNAVHAR estimates the NAVSTA Commissary • s patronage base 
at 50-53,000 and the wavy active duty and dependant portion to 
comprise less than 50* or that total. An Office of the Actuary 
report (attaenment J) snows a total of 1,430 DoD retirees on Guam. 
This leaves a large number of "patrons" unaccounted for. 

He are very close to formally delaying the design phase of the 
project unless you resolve these two issues soonest. 

MICHäELT:. XOCH 
Colonel, USA 
Chief of Staff 
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i. 

rfroller TMKf T»T CttllSSARV WIYIlffES 

CATECOUES OP PERSONNEL ENTITLED TD CONJttSSAW PRIVIlEßES/POPULATlOll PER CWIBOW: 

USX 
USA 
Air fere« 
USMC 
Coaftt «oard 

Total Active Paraonnal 

aajirtMZactlsi 
USN 
USA 
Air Pore« 
use 
Coast AuarO 

Totti 

B4«Tr»«/S«rv1ca 

USN 
USA 
Air Forea 
Air National 6i«rd 
Anay Nttfoiwl 8wrd 

Total 

PtWmWt' '*" «■"*«»* 
Active Outy Oapandants 
««tired PapMdanu , 
000 Stateside HlfM (USN/AF) 
Raaervea Oapeneent» 

Total 

sfttt.«Ida Him 

USN 
Air Fore« 
NON-DOD fiOVT A8EKCIES 
(1.... State Dopt.; Dopt J* *«««•« 
PHSt USO; Peace Carp. Oept of HM) 

Totti 

Overall Total 

7,688 
I« 

2.646 
SO 
96 

10.482 

374 
178 
3S0 

27 
IS 

9S1 

23 
• 350 

137 
188 

1.336 

18.109 
1,773 

366 
5.34«   (aStlHtad) 

25.591 

168 
38 

6B7 

903 

39.273 

2     Monthly «iiitoaar count and hw an tfiay counted;   Counted itrictly hy CASH SALES. 
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DEPARTMENT OF THE NAVY 
u.a.»Acirie Flier 

COMMANDER U.a. NAVAL re«CMMUIMM 
»» «i» »«HM» i IM n«*i.v mum TDI 

XXOOO 
■feBjeV Smr N4/2076 

3 November 1993 

Fromi  commander U.S. Naval rare*« Mariana« 
Tot   commander 1A Chief, U.S. Pacific Zlaet (Attnt N41J 

SUUj:  PÄCA COMMISSARY AT KAV8TA 00AM 

mal:  (1) Commissary Juatifleation 

1. Knoloaure (1) vas provided by tha HAVSTA commissary manager. 
It highlights the important point that the n«v cosmieeary waa not 
programmed to aaeommodate prejaotad growth in patronage bat to 
addraaa significant inadequacies in the ourrant store. 

2. The relocation of naval aviation operation» from MAS Agmns Co 
Andersen Air force Baae ehould not affect petronege at the Naval 
Station commissary, sines the family housing at MAS will reaain 
in uee.  Turtharmara, the construction of 300 additional unite of 
family housing at the Naval Station will shift the centroid of 
military population on Guam closer to the Naval station. 

3. The availability of a modern, functional ■commissary at th« 
Naval Station la an important quality of life issue for our 
military famlllee on Ouam, where the cost of groceries on the 
local economy is more than 90 percent higher than in COMUS. 
roroing patrons to the Andersen store ie not feasible, as 
refrigerated and frozen foods would spoil or thaw during ths hour 
long drive bee* to Naval station. Construction of this etors le 
a vital signal to our sailors that we care about their welfare 
and will oontinue to do our beat to support tham. 
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'j'uaii float 1 on  for the new «eaalaaary «t »aval  Station Ouam. 

, Pra.aat     facility «»a  bttllt   in  1989  and 1«  over     3«     yaar«     old 
and *ee  not  deeigned to prpvida   the   fallowing eupport  ta  patran.< 
DAllceteaeen. bekary, air leek to Maintain required 
«..«.aretura/huaidity in th« atore, cart »neloaure/bagd.r «art ratur». 
■Tha  building cannot  fully «uppert a ehlll aeet  operation or • 
ratal 1 type produce operation. Thar» ere no loading/receiving dock« 
incorporated into currant d«ei«n, nafclag van receipt vary labor 
intenaiva. All aerchaneie« raoeivad »u.t ba chained off truck» and 
then handed loaded into etorage area» aa no reef«re allow a pallet 
■ia»   load. 
2 Currant     facility    la not edequata   to    haadla     currant     ar     pant 
»atrenage traffic Thar» «ra 10 aialaa l» tha a «or» of walch fiva 
ira     only  9   faat wide. Tha  r.-ainiag   flv«  ranga   tram 8.8     faat     to 
«.8     feet  wide,  devercly fcanpering cuatoaer cart traffic and     forcing 
the  »tor»   ta have  OB» way •*•!•■• 

T The acuar« foetag« of »aval station Coamiaaary aalaafloor ia 
1B300 »«. ft. The plannad «quar« faotage of the Aadereen Caomieeary 
if tar their renovation ta only aorvie« thoir eurrant cuetoaar bad« ia 
«000 a«, ft- tnia determination la alraady fivo yaara old aad could 
navar acaoamodat. en inilu* «f »Aval Station euatoaera. Tat plannad 
nilfacility at »aval statlen wJiieh «a* plannad for eoaatrwrtion due 
t* the inferior, alrtady laad.quat. facility "thar the* any 
lncreaeetf auatoaar baaa ia 40,000 equare faat of aalaafloor. T*ie 
i-Sid allow for Mr* than en. «recary cart wide par aiala aa wall aa 
«?ia.«eaac. of «toak lavala for patron» during tha day. .,■-:.. 
I?..? there la a baJcary, dall, air lock, generator ta power up during 
typAoone"  «»»»Aeney wtatnar condition» and an «awrganey water .«ipply. 

j. Currant r«<«eer«ticn/*ir conditioning equipment ia in poor 
cendit?" and raquire« continual aalntaaanea in order to maintain any 
J£t If adequate earvlc». Air conditioning cooproeaor» continually 
!!*..» aa2 are currantly located on th. roof with no eaclo.cd g«    *own     en«    ar.  swran    j additional building   <38»l  waa addad 
?o° :Si"J«re»lTi? »"«"«or«, but doee not have aay ««J-bi»i*v 
tl J«w by pallet ioada. all »erca.adl». mat a« hand leaded and 
backed into thea.apa.aa. Produce handling araa haa no air lack and 
«^taually ia teasperatura atreaaed due to loading/unioadin«,. Thie 
™ o.anl aireaSy to the outaida. Th« «erne ia true of the aeat 
SEaer? »a ".Sir tt.alf opana directly to the outaida and »how 

!f»««i aaintananaa probl.i» due to rapid, r.petitlre taaperatura continual     aaintaaawoaF^ u *noutb  to     hauaa 
^äfS*2iw-!'«rSl.r- 2nd !.£uX,  waighin. auuip«.nt    that    aupp.rt 
~a^-S ^hill Self oparatlon. Currently, a wrapping eyete» haa to 
« freeh. •***:Ä

9Xf* !l.t danartaent hallway wnleh ia net adequately 
ZliiV.Vi?li*£ ^aÄ?5»TpÄaÄii offort. All diapiay «... 
~1 It 2b2»i«tt*n and r.cuir« daily ««itoring and UP*eap. »e- 
•TJ. ,*;..'llv area doa not eupport currant euatoaar baaa- ta ahort-, 
t?"Ue^l*J-  »S "w "•«.   all  rafrigeratiea a«rulp wa«l.d na.d     to     ba 
raplaoa.       „.  .        ' .    :.„.,•,••_... .     . 4, 
a        oua     to «odern buaineaa. #yataaa., thei-a ia,  not    adequate     •f"»»'*: 

iac/^nlfi^^^ob^ter, .  ad»in«tra>iv.       and       a.r«handi-in.- 
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»psracions.  The earthquake ef a august IW  severely damaged  the 
front  ««««tan of -taw e«»(M«ry building that heuae» the  «MaiMary 
,*a*iemeat. office* «ad the eaah handling area, fata part of  th* 
building   «*»k  whan earth «ni fted and  would  raquir«  major 
nmatfirvetlM to fix« 

«. The current facility I»«« a« checkout are* du« to eueh ««v»r« 
«pace limitation«. Customer« «imply 'wrap' «round th* »tor» down th« 
tl»la« «a busy pay day period« a« there ia as sueing area. ?h* 
checkouts (111 eannot fit a «hopping cart through than. This are« 
wa* revamped when scannings waa installed ta nnxiaiae eheekauts but 
due ta this effort, there 1« no apace between aheckouts ta 
productively enhance the batein«, checkout function. There la also 
a« air look at the exit deora, whieh open directly autaide and 
contribute negatively ta the high humidity/ temperature level« In the 
•tare. Thia seriously hampers the e»r conditioning and refrigeration 
capabilities in ta* «tare. Although there ia an air Uck at the 
•ntranea «an adaltlan ta the «tore ueed tor eart averages, thi« are* 
ha» bean condemned since the a august io«J earthquake and la due to 
be demolished. When that occur», the «ntranee wlU net have an air 
look either. 

7. ta» currant faelllty design did not include any eaployet 
bathreaas. Currently, both auatomer* and employee« have t« «hara 
theaa facllltlea which allows for no loeker», changing area» for 
employ««*•'  Thin praaenta an extremely negatlwe  image  ta  tha 
suatoawr». __ 

g '' Tha--•aapl-ayee lunch/break room was added onto the produce 
department and la tee «sail to accoaaedate enpleyees needa. They 
»sat walk through the produce proceeding area to reach this apace. 

S Tha receiving coapound 1« too «aal! ts allow adequate space for 
manuevering of van containers« It cannot be expanded due to the 
wetland«) batng located lanediately «urr-eunding It. Thl» «eriously 
haapers tha receiving/offloading efforts. Only two ch»ll/fra««e 
container» can be acooaaodated at one tine due sc the plug/apac« 
Ualtatlena. Thia is particularly difficult due to receipt of from ? 
to » »reduce container« weekly ae well a« the routine breakout 
deliveries fron tha warehouse and the chill bee« and other various 
local deliveries ta the »tore. 

10.  Sue to Such Severe space limitation» on the eaiesfloor, there  ia 
no customer aarviee are* available.  a «mall d«*k for r. 0. eh«ek im 
located  a* the entrance and thia ha« to aerv« the dual  function  of 
customer eerrte*. 

jli Conavtr.uetion ha* building ooluan» located In the aisle« an-i the 
catefcout er«*, aanperin« traffic and apace. t>u» to the recant 
•arthquaka, thmv are 'numerous crack« in the floor and the building, 
asking cart movement difficult I« eoo» wtii »nd. contributing 
negatively: to pest control effort«. 
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11/02/93 SALES PROJECTION FOR GUAM 

CORRECTION FACTOS CORRECTED  INCREASE/ PERCENT 
AVERAGE MONTHLY SALES TO FY82 BASELINE SALES        OECREASE CHANGE 

FY 84 $1,378,148 .96 $1,318,171 
FT 85 $1,552,244 .96 $1,483,036   $164,865 12.5U 
FY 86 $1,403,711 .94 $1,322,488 $-160,548 -10.83X 
FY 87 $1,430,413 .91 $1,306,612   $-15,876 -1.20X 
FY 88 SI,438,659 .90 $1,292,499   $-14,113 -1.0BX 
FY 89 $1,447,510 .85 $1,232,972   $-59,527 -4.61X 
FY 90 $1,536,628 .81 $1,246,589     $13,617 1.10% 
FY 91 $1,711,083 .80 $1,368,866   $122,277 9.8« 
FY 92 $1,599,500 .80 $1,292,396   $-76,470 -5.59X 
FY 93 1,639,000 .8012 1,313,167       20,771 1.5SX 

PROJECTED SALES WITH 10X EXPERIENCE FACTOR 

FY 94 1,315,690 
FY 95 $1,318,219 
FY 96 1,320,752 FACTOR 0.19X    FACTOR  IS LIMITED TO 10X MAX 
FY 97 1,323,290 FOR SALES PROJECTION 
FY 98 1,325.832 
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