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The Honorable Leon Panetta 
Sectetary of Defense 
1000 Defense Pentagon 
Washington, DC 20301-1000 

Dear Secretary Panetta.: 

tinittd ~tatts ~matt 
COMMIITEE ON ARMED SERVICES 

WASHINGTON, DC 2051o-5050 

July 26, 2011 

I write to seek your position on your commitMent on the ~stmtion's efforts to 
restrict defense spending on pork barrel earmarks. In addition, I want to understand y011r intent 
as it pertains to notifying congressional defense committees and resolving any committee 
concerns before proceeding with proposed actions by your Department. 

On August 12, 2010, this committee was notified of the Department's intent to carry out 
a project to construct a commissary at Coraopolis. Pennsylvania. The process of notifying the 
defense committees of such construction efforts and awaiting a positive response has been the 
Depm1ment' s practice for decades. This project is of particular concern to me because all 
funding for the construction project was directed through congressional earmarks in various 
DOD Appropriations Bills which transferred fimds from other vital Defense accounts. The 
Department correctly pointed out in its report that the project was included in the submission as 
an exception to the Department's policy on the use of surcharge funds in lieu of appropriations, 
because of the congressional mandate to transfer funds to the surcharge trust account. 

The Committee's staff has met with DOD representatives on numerous occasions in the 
past few months in an attempt to gain a better understanding of the legal justification for carrying 
out this project, since the use of Army operation and maintenance funds for military construction 
activities is inconsistent with Chapter 169 of title 10, United States Code, which restricts the use 
of operation and maintenance funds for new coJlStrUCtion projects. I also believe that the standing 
construction authorization contained m section 2484(h) of title ! 0 !pecifically applies to the use 
of surcharge proceeds and does not include other appropriations transferred into the surcharge 
account. In addition, the Department of Defense's guidance on the use of proceeds from 
commissary surcharge proceeds does not support the establishment of new co.mm.issaries. 

While this committee bas been deliberating on these significant policy issues, I was 
informed that the Assistant Secretary of Defense for Legislative A~ Ms. Elizabeth King. 
notified Chairman Levin on July 21,2011 of the Department's intent to carey out the 
construction of the Coraopolis project without the formal approval from this committee. Ms. 
King's letter acknowledges that the Coraopolis project was submitted as part of the FY201 I 
commissary surcharge program that wa.s approved by the House Armed Services Committee in 
November 2010, but that the Coraopolis project along with all the remaining major construction 
projects for the FYll commissary and Non-Appropriated Fund construction program remain. 



umter collllidendion by the Senate Armed Services Ccmunittee. lnde:ed. at tbe staff level it is well 
known 1hat the entire FYI t conunl.ssary f\mdina proposal has been held by the Senate Armed 
Services Committee tor weeks as a result of ineNsion of tho Coraopolia project, to which 1 
vehemently object. 

J WDU.Id lib to know whether you are aware of this decision to support pork bamd 
spending fa a way that disreprds the lnldidon or cooperation wich this com.mittee? If so, ls.this 
decision indicadve or the directiOil you plan to 18ke 1he Dopcu1mtnt as h pertains to reinin& la 
defense spendinJ oo non-essential activities as well as iDtemctlna with the conpessional defense 
committees? Please let me know of your decision to mow forward oa this project ia dhect 
contradiction of the precedent or decates ofawaitin& the approval of the defense committees 
before proccedlDa with construction. 

Thank you for your prompt attention on this matter. 

cc: 
The Honorable Elizabeth King 
Assistant Seelet.a:ry of Defense for Legislative Affairs 

• 
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ASSIST ANT SECRETARY O'F DEFENSE 

The Honorable C.arl Le-vin 
Cbainnan 
Committ~ on AJml'td Scn.'ices 
United Stares Sernte 
Washington. DC 20510 

Dear Mr. Chairman: 

W ASt-'f"INGTON, DC 2030 t-3000 

l \Jirlle ia ·re~ to the Coraopolt,s comml~'flliBY prnJeet in Conopoli~. 'PltnnsytvMia. 
Since the C.E. Kelly support facility ~U dose in S~bn. a new commissary i~ required to 
provide 5a"'i<:e to the 30,762 mil italy~ ~ent and retired pe~ in lhe area. \Vithow C.E
KeUy or Co'raopol.is., the R&Um commitiary is l~ 204 milec away. 

The Coraopolis~ project is pGt of the FY2<H l e~ruy s.urehatge 
propam. The House A;mod ~·ices Commit&ee approv~ this and other .-.,ior co1lStJ"uct1on 
projects in Nm,'enlber of 2&1 0. The Coraopolis project is ~ with a directed t.ra.,$fcr of 
.)pp:Jopriatiot\s to the c:ommi,~· SUJ'Chuge ae<:oW\t end 1.-~'"Cl~pcnem authority funds. 

As you know. S 17.2 million was app10priated for 1he (X')ft~ of a eommi~ at 
CcmtOpoUs .. Permsyhnmia in the FY200t and PY20091f!F0pri~ bill$. l1ltf ~ment of 
Oefen$e is C8J"f'Yll\g out this project in aCCKdance \\-it~ Public: Laws ll 0.1 t 6. ll0-329. and 11 t • 
118. ~to Section 1006 cfthcse laws. the ~ tr'an$~ the- amounts 
appro'Priatcrd in Public Uws 110· 3l~ ad lll·ll8 to the Defense Commis.sm"Y A~cy (Dee A) 
for con.struetion of the Com&polb Commi•ary Proj¢et. 

In upbol<liag the taws ·passed in previous fis(al years. the Oepa.tcment will e'Ontinue lo 
carry out eonstntcticn of fhe Contop0tis projeGt. l'beft'fore, the Depa:rtm&Jlt reque.1ts t:lC:pcditious 
eommi~ eons.id:ention of1be remaining FYt I Major Constftlction Pr<~;.icrs as submrncd for 
llpPf0''1l\. 

Slncerc1y. 
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PERSONNEl,. A.NC 
READINESS 

OF'flll~E OF THE lJNGER $l£CR~ARY OF DEFENSE 
.. · N$J P~Ai.GON 

w ~. ~~<;:. ~1-4000 

MAY Ul c;-,:; 

MEMORANDUM FOR CHAIRMAN, DEFENSE COMMISSARY AGENCY 
(DeCA) BOARD OF DIRECTORS 

ASSISTANT SECRETARY OF Tiffi ARMY 
(INSTALLATIONS & ENVIRONMENT) 

SUBJECT: Commissary Establishment at Coraopolis, Pennsylvania 

I am approving your request, dated January 21, 2009, to establish a commissary 
at the 99th Regional Readiness Command (RRC), Coraopolis, Pennsylvania. This 
apRroval of the establishment requirement does not approve the construction of the 
99 RRC, Coraopolis commissary project nor the funding sources, except for planning 
purposes. 

Based upon the information provided by the DeCA Board of Directors in the 
abovo-referenced request, I agree that the 99th RRC, Coraopolis satisfies the 
establishment criteria, both general and economic, delineated in DoD Instruction 
1330.17y "Armed Services Commissary Operations." Specifically, RRC Coraopolis 
has an active duty mission; there is a sufficient active duty population to support 
establishment; upon the closure of the commissill'Y at C.E. Kelly Support Center as 
required by BRAC 200.5, there will be no commissary within a 20 mile radius or 30-
minute drive (one way) from the ~tlon; ·~ the Q'anunissa:ry operation is 
economically supportable. 

Within 30 days from thedateoft:his mem~dwn, a detailed fmancial 
execution plan must be developed and subnntt~ to this office. The plan shall include 
a preliminary DO 1391 that identiti~ line item mn . estimates for the construction 
project (including architectura.land;lmgince;ing d non-installed furniture, 
fixtures, and equipment. The p-'Sltall speeifydW$QU\"~ of funding for each line 
item from: (1) the $8.2 millionf'tl009 Approptil~ Act directed transfer to the 
Surcharge Collections Trust R~iving Flm.d; t~ the commissary portion of the 

· Allegheny County Redevelopment Authority grant funds; and (3) Army Operations 
and Maintenance for non-installed furniture, fixtures. and equipment. The plan shall 
describe how Allegheny County Redevelopment Authority grant :funds will be 
executed. Finally, the plan shall separately identifY the amounts of the Allegheny 
County Redevelopment Authority grant funds that are proposed to fund the 
commissary and the exchange projects. 

1 



My point of contact is Ms. Robin Schmidt, Resale Activities & NAF Policy 
Office, at 703-602-4601. 

cc: 
Director, DeCA 
Commander, AAFES 

~~~ 
Gail H. McGinn 
Performing the Duties of 

the Under Secretary of Defense 
(Personnel and Readiness) 
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10 u.s.c. 2484 

(h) use of Surcharge for Construction, Repair, Improvement, and 

Maintenance. - {1) {A} The Secretary of Defense may use the proceeds 

from the surcharges imposed under subsection (d) only -

(i) to acquire {including acquisition by lease), construct, 

convert, expand, improve, repair, maintain, and equip the 

physical infrastructure of commissary stores and central product 

processing facilities of the defense commissary system; and 

{ii) to cover environmental evaluation and construction costs 

related to activities described in clause (i}, including costs 

for surveys, administration, overhead, planning, and design. 

{B) In subparagraph (A), the term "physical infrastructure" 

includes real property, utilities, and equipment (installed and 

free standing and including computer equipment), necessary to 

provide a complete and usable commissary store or central product 

processing facility. 



Sec. 2695. Adjustment of or surcharge on selling prices in 

commissary stores to provide funds for construction and 

improvement of commissary store facilities 

-STATUTE-

(a) Adjustment or Surcharge Authorized. - Notwithstanding any 

other provision of law, the Secretary of Defense may, for the 

purposes of this section, provide for an adjustment of, or 

surcharge on, sales prices of goods and services sold in commissary 

store facilities. 

(b) Use for Construction, Repair, Improvement, and Maintenance. -

(1) The Secretary of Defense may use the proceeds from the 

adjustments or surcharges authorized by subsection (a) only -

(A) to acquire (including acquisition by lease), construct, 

convert, expand, improve, repair, maintain, and equip the 

physical infrastructure of commissary stores and central product 

processing facilities of the defense commissary system; and 

(B) to cover environmental evaluation and construction costs 

related to activities described in paragraph(~), including costs 

for surveys, administration, overhead, planning, and design. 

(2} In paragraph (1), the term "physical infrastructure., includes 

real property, utilities, and equipment (installed and free 

standing and including computer equipment), necessary to provide a 

complete and usable commissary store or central product processing 

facility. 
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Department of Defense 

INSTRUCTION 

NUMBER 7700.18 

December 15, 2004 

USD(P&:R) 

SUBJECT: Commissary Surcharge, Nonappropriated Fund (NAF), and Privately Financed 
Construction Reporting Procedures 

References: (a) DoD Instruction 7700.18, "Commissary Surcharge, Nonappropriated 
Fund (NAF), and Privately Financed Construction Reporting 
Procedures," July 16, 2003 (hereby canceled) 

(b) DoD Directive 7700.20. "Commissary Surcharge, Nonappropriated 
Fund, and Privately Financed Construction Policy, .. Septmeber 3, 2004 

(c) DoD Instruction 1015.13. ~·DoD Procedures for Implementing 
Public-Private Ventures (PPVs) for Morale, Welfare and.Recreation 
(MWR), and Armed Services Exchange Category C 
Revenue-Generating Activities," March 11, 2004 

(d) DoD Directive 5124.2. ''Under Secretary of Defense for Personnel and 
Rea.cliness (USD(P&R))," October 31, 1994 

( e} through (w), see enclosure 1 

1. REISSUANCE AND PURPOSE 

This Instruction reissues reference (a), implements policy, assigns responsibilities, and 
prescribes reporting procedures under reference (b) for commissary surcharge, 
nonappropriated fimd (NAF), and privately .financed construction and reporting of capital 
investment programs. 

2. APPLICABILITY AND SCOPE 

lbis Instruction: 

2.1. Applies to the Office of the Secretary of Defense, the Military Departments, 
the Chairman of the Joint Chiefs of Staff, the Combatant Commands, the Defense 



DoD/ 7700.18, December 15, 2004 

Agencies, the DoD Field Activities, and all other organizatioila.l entities in the 
Department of Defense (hereafter referred to collectively as "the DoD Components"). 

2.2. Does not apply to construction projects that are authorized and funded in the 
annual military construction authorization and appropriation acts to support the DoD 
Components. 

3. DEFINITIONS 

Terms used in this Instruction are defined in encJosure 2. 

4. POLICY 

It is DoD policy that: 

4.1. Commissary surcharge, NAF, and privately financed construction programs 
shall be developed to enhance the comfort, pleasure, contentrnent,.andmental and 
physical well being of authorized DoD personnel and their families. 

4.2. Commissary surcharge, NAF, and privately financed construction projects shall 
not be placed tmder contract unless reviewed and approved in accordance with the 
requirements of this Instruction. General guidance for commissary surcharge, NAF, 
and privately financed construction programs is contained at en.closme 3. 

5. PROCEDURES 

5.1. The annual DoD Commissary Surcharge, NAF, and Privately Financed 
Construction Report shall contain the proposed construction programs of the DoD 
Components for the upcoming fiscal year and shall include the following information. 
Requests for policy waivers and supporting rationale shall also accompany the report. 

5.1.1. An executive summary of the construction pro~ enclosure 4. 

5.1.2. Proposed major construction projects for the next fiscal year (October 
1 through September 30), to include privately financed baD1cing facilities and projects 
financed from donations, that require the Under Secretary of Defense for PersoDJlel and 
Readiness (USD(P&R)) approval, enclosure 5. 

5.1.3. Minor projects approved since the previous annual report, enclosure 6. 

2 
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5.1.4. Status of previously approved major construction projects, enclosure 7. 
to include: 

5 .1.4.1. Projects canceled since the previous annual report. 

5.1.4.2. Projects that were not placed 1mder contract within one fiscal 
year following the fiscal year of approval. . 

5.1.43. Projects that exceed the approved construction cost by more than 
25 p~ent or change the approved scope by more than 10 percent. Previously reported 
minor construction projects with a construction cost that exceeds $750,000, based on 
bids received or revised cost estimates. 

5.1.4.4. Projects completed since the previous :annual report. 

5.1.5. Asmmnary of military morale, welfare, and recreation (MWR) 
(including child development, libraries, and physical fitness), civilian MWR exch.a.nge, 
commissary and lodging construction projects submitted in the President's Budget 
Request for Military Construction appropriations, enclosure 8. 

5.1.6. A summary listing of proposed Public· Private Venture (PPV) projects 
anticipated for contract award in the upcoming fiscal year, enclosure 9. 

5.2. Commissary surcharge fimd capital asset obligations and NAF and privately 
fi.nanced expenditures for tangible fixed assets shall be summarized and reported to the 
USD(P &R). as required in enclosure 1 0. 

5.3. Notification to the Congress of intent to award PPV contracts that result in 
major construction projectsis required. DoD Instruction 1015.13 (reference (c)) 
provides the procedures for executing PPV projects. Supporting documentation is 
specified at enclosure 11. 

6. RESPONSiBlLITIE.S 

6.1. The Under Secretary of Defense for Personnel and Readiness (USD(P&R)) 
shall: 

6.1. I. Comply with the responsibilities delineated in DoD Directive 5124.2 
and 10 U.S.C. 136 (references (d) and (e)). 

3 
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6.1 .2. Serve as the principal staff assistant and advisor to the Secretary and 
Deputy Secretary of Defense for total force management as it relates to readinesst to 
include quality of life, MWR, exchange, commissary, andNAF activities. 

6.1.3. Prescribe commissary surcharge, NAF, and privately financed 
construction policy and reporting procedures and approve those programs. 

6.2. The Heads of the D9D Com.l).2nmta shall issue policies and procedures to 
implement this Instruction. 

6.3. The Directors ofMWR. Commanders ofArmed Service Bxchanies. and the 
!Mtallation Commanders shall be subordi.n.a.te to the Military Department concerned for 
purposes of compliance with DoD Directives and DoD Instructions as implemented by 
the regulations of that Department. 

1. INFORMATION REQUIREMENTS 

7.1. The amual report shall be submitted by May 15th of eachyesrto the 
USD(P&R) for approval and congressional notification. The report shall be submitted 
in hard copy and on a formatted 3 .S·inch floppy disk or CD ROM in Microsoft Worci and 
~formats. The Report Control Symbol is DD-P&R(A) 1167 in accordance with 
DoD 8910.1-M (reference (t)). 

1.2. The project certification required by endosure 5, paragraph E5.2.2. is exempt 
from licensing in accordance with paragraph C4.4.2. of reference (f). 

4 



8. EFFECfNE DAlE 

This Instruction is effective immediately. 

Enclosures ~ 11 
El. References, continued 
E2. Definitions 
E3. Guidance 
E4. Executive Summary 

DavidS. C. Chu 
Under Secretary of Defense 
(Personnel and Rearuness) 

BS. Major Construction Reporting Requirements 
E6. Minor Construction Reporting Requirements 
E7. Status of Previously Approved Projects 
E8. Military Construction Appropriation (MILCON) Program 

DoDI7700.18, December 15, 2004 

E9. Proposed Public-Private Venture (PPV) Program Summary Data 
ElO. Capital Investment Programs 
Ell. Notification to the Congress of Intent to Award PPV Construction Projects 

s 
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El. ENCLOSURE 1 

REFERENCES. continued 
* ' ~ ~ ' 

(e) Section 136 of title 10, United States Code 
(f) DoD 8910. 1 ~M. "DoD Procedures for Management of Information Requirements, 11 

June 30, 1998 
(g) DoD 7000-14-~ "DoD Fln.ancial Management Regulations," current edition 
(h) Section 2685(d) of title 10, United States Code 
(i) DoD Instruction 1015.15. 11Procedures for Establishment, Management, and Control 

of NonapproJ?riated Fund Instrumentalities and Financial Management of 
Supporting Resources,'' July 16, 2003 

(j) DoD Directive 1015.2. 11Mili:tary Morale, Welfare, and Recreation (MWR)," 
June 14, 1995 

(k) pgD Directive 1015.8. "DoD Civilian Employee Morale, Welfare, and Recreation 
(MWR) Activities and Supporting Nonappropriated Fund I:nstnunentalities (NAFis),11 

October 22, 1985 
(1) DoD Directive 1330.9. ••Anned Services ·Exchange Policy,11 November 27, 2002 
(m) DoD Directive 1330.17. "Military Commissaries,"Mareh 13, 1987 
(n) DoD Directive 1015.11, 'lLo<fgi:ng Resouree Policy,"December 9, 1996 
( o) MJL..STD-3007, ''Department of Defense Standard Practice for Unified Facilities 

Criteria and Unified Facilities ~de Specifications," current edition 
{p) Section 71 of title 40, United States Code 
( q) Section 1 04 of title 40, United States Code 
(r) J:2!:lPDirectiv; 1015.14, 1'Establisbmcnt, Management, and Con1rol of 

Nonappropria.ted Fund Instrumentalities and Finan:ical Management of Supporting 
Resources, n July 16, 2003 

(s) DoD Directive 1000.11. "Financial Institutions on DoD Installations," June 9, 2000 
(t) DoD Directive 4165.6. "Real Property Acquisition, Management, and Disposal," 

September 1, 1987 · 
(u) DoD Directive 4105.67. ''Nonappropriated.Fu:nd(NAF) Procurement Policy," 

May 2, 2001 . 
(v) Federal Acquisition Regulations, current edition 
(w) Section 2482 of title 10, United States Code 

6 ENCLOSURE 1 



E2. ENCLOSURE 2 

DEFINITIONS 

DoD/ 7700.18. December 15, 2004 

E2.1.1. AppnmrlatedPuru:is (APF). Monies made available to the Department of 
Defense by the Congress for a specific purpose. 

E2.l.2. Collateral Equipment tNA.f1 Non-consumable items and equipment as 
defined in Volume 13, Chapter 3 of DoD 7000-14-R (reference (g)). Examples 
include furniture, fixtures and :furnishings. 

E2.1.3. Collateral Bg;u.ipment (Surchar$). Equ.ipnlent as defined in Volume 1* 
Appendix.Aofreference (g). Examples include furniture andfixturest machinery, 
automated data. processing and telecommunication equipment. 

E2.1.4. Commissary Surcharge funds. In accordance wil:h section2685(d) of 10 
U.S.C. (reference (h)), funds originating from the adjustment of sales prices of goods 
and services sold in commissary store facilities. These :fimd.s shall be used only to 
acquire (including acquisition by lease). construct, convert, expand, improve, repair, 
maintain, and equip the physical infrastructure of commissary stores and central product 
processing facilities of the defense commissary system; and to cover environmental 
evaluation and construction costs, including surveys, administration, overhead. planning, 
and design. related to activities described in this definition. The term "physical 
infrastnlcture" includes real property, utilities, and equipment (installed and free standing 
and including computer equipment), necessary to provide a complete and usable 
commissary store or central product processing facility. 

E2.1.5. Comm.issary Surcharge FtmdCanital A.ssets. Includes capital assets 
acqujred with commissary surcharge funds. Volume 1, A:ppendix.Aofreference (g) 
defines capital assets as obligations for the purchase of equipment (furniture and 
fixtures, machinery, automated data processing and telecommunication equipment), land, 
and structures. 

E2.1.6. Construction Cost. The direct cost for labor, material, installed equipment 
integral to the facility, supervision, inspection and overhead, and profit required in order 
to construct a. facility. It includes design costs when part of a Design/Build · 
construction contract. It does not include design costs prior to cons1:ruction contract 
award or the cost of collateral equipmen~. 

7 ENCLOSURE 2 
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E2.1. 7. Desi~. Drawings and other documents illustrating the scale and 
relationship of the features, functions and. characteristics of the project to include 
material qualities and properties. 

E2.1.8. Desigg/Build. A contracting method in which the design and construction 
are combined in a single contract with one contractor. 

E2.1.9. Estimate Useful Life. The economic life (for depreciation purposes) of a 
facility as expressed by a term of years. 

E2.1.1 0. Fifteen Percent 05%} Desi&n· That point in the design process where 
the site and utilities plans, schematic floor plan, and all major building systems are 
identified in sufficient detail to provide a reasonable estimate of the cost of the project. 

E2.1.11. Hurdle Rate. The required rate of return in a discounted cash flow 
analysis. It is used as the bencbmatk to rank, compare, and select construction projects 
based upon the JRR calculations. 

E2.1.12. Joint Project. A collaborative construction agreement between two or 
more parties that results in anewfaoility subject to joint control. 

E2.1.13. Major Construction Prgject. A construction project with a CC?nstruction 
component cost that exceeds $?50,000. · 

E2.1.14. Military Construction fMII&OID. Arrj construction, development, 
convexsion, or extension of my kind carried out wi1h respect to a military installation 
authorized by, and financed with appropriations made available by the Congress. 

E2.1.15. Minor Construction miect. A construction project with a construction 
component cost between $200,000 a.nd$750,000. 

E2.1.16. Modernization. Alterations of a facility solely to implement new or 
higher standards (including regulatory changes), to accommodate new :functions, or to 
replace building components that typically last more than 50 years (foundations, 
structural members). 

E2.l.l7. Nopappmmiated Funds fNAE). Monies derived from sources other than 
congressional appropriations and commissary surcharge funds, primarily from the sale 
of goods and services to DoD military and civilian personnel and their family members. 

8 ENCLOSURE2 
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E2.1.18 .. Post Construction Awan:l Services <PCAS). Optional work generally 
performed by the architect-engineering fum that may include drawing review/approva4 
c:·onstiltation dUring construction, preparat.lon of record drawings~ and construction 
inspection. 

E2.1.19. PtivawlY Financed. Funding provided from a non-Federal entity. May 
include public-private ventures, donations, private ftmds, and commercial bOITOWing. 

E2.1.20. Ptoiect Validation Assessment £PYA). An independent or commercial 
review that certifies the need for a project based on consumer demand, market 
competition, cost estimates, and financial viability. 

E2.1.21. Public-Private Venture (PPY). As. defined in reference (c), an agreement 
between a DoD nonappropriated ftmd instrumentality and a non-Federal entity under 
which the non-Federal entity provides goods, services, or facilities to authorized MWR 
and exchange patrons. A non-Federal entity may~ through the public-private venture, 
provide a portion or all o~the financing, design, construction, collateral equipment, 
staffing and operation of a program for goods, services, or facilities. 

E2.1.22. Recapitalintion. The process used to regenerate a facility completely. 
This may be accomplished through a combination of restoration and modetnization 
investment to an existing facility or the complete replacei:nent of the facility on an 
existing or new site. 

E2.1.23. Replacement The construction ofanewfacility that serves the same or 
similar function as the facility that it replaces. 

E2.1.24. Restoration. Repair of a facility damaged by inadequate sustainment, 
excessive age~ natural disaster, fire, accident, or other cause. 

E2.1.25. ~ Defines the boundaries of the project by specifying in metric 
units, the project's measutable size either in the form of its dimensions or other 
quanti:t.)rmg unit of measure. 

E2.1.26. ~oo.l:n§pect:ion.. and Overhead (SJDID. Support associated with 
the administration of contracts for facility projects. This may include contract award,· 
payments, inspections, material testing, and other actions taken during contract 
execution. 

9 ENCLOSURE 2 
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E2.1.27. Sustainment The maintenance and repair activities necessary to keep a 
facility in good working order. It includes reguciarty seheduled;~jllStments and 
inspecti.onst preventative maintenance taskst amt•ergeney response and service calls 
for minor repairs. · 

B2.1.28. Thirty-Five Percent (35%) Desi&l!. 1be peintinthe design stage tbat 
provides ample detail to define scope and detdea eost estimates for consideration in 
the budgeting process. 

E2.1.29. TO!al In~ent The sum of all desi~ constru.ction, SIOH, PCAS~ and 
collateral equipment costs paid with NAF or commissary su.reharge fonds. 

E2.1.30. Turnkey Conf.ra&!in~ A procurement method whereby a single 
conttactor is responsible for the design and const:ruetion, of' tile facility mder one or 
multiple contracts. 

10 ENCLOSURB2 
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ASSISTANT SECoRe:TAAY OF DEFENSE 

WA.SHJNGTON. OC: .zo30 1.)(100 

The Honorable Carl Levin 
<::bailliUID 
Committee oo Ariiled Scrvims 
United States Senate 
Wubinglon, DC 20510 

Deur Mr. Chairmm: 

f write: in ~ lo the Corao~"'lil> ~;:omml'l.."ilry project !t'l Conwpo.li~. Pennsylvania 
Since the C.E. Kelly mppmt :f.ilcll.ity wi II e lt>se in September, 11 new comrniSSIU")' is required to 
provide !IM'ice to the l{), 162 mifimry, dcpendenl and retired penou in lb: ana, Wtdwut C.E. 
Kelly or Comopou-. the t:leliNSt comm.issa:ry is located 204 miles away. 

The Comopolis commiSIIU')' pm:~t is PEirt of the FYlOll comm.i~ ~ 
p~ The HOWICI Aimed Servic:es Committee approved Ibis and odm major~ 
projects in November oUOl 0. The Coraopolis projeet U. funded with a directed ttansfc:r of 
appropriations to the commi:uary !Ul'eh&rge ac:rount and 1oc:al rede ... 'elopment.tw1irority funds. 

As you koow, S 17.2 million was appropriated for the oolllltrlletion of a eommissary at 
Coraopolis. Pennsylvania. in the FY1008 and FY2009 ~ons bUb;. The Department of 
Defense is carrying out this project in accorda:nee with Pu.btie Laws 11(1..116. JI0-329, and lll· 
11 ~. P~ to Section 8006 ofthetle laws, tbt ~ent triUid:n'ed the amounts 
appropriated in Publi.c Laws 110.329 and 1 tl~l18 to the Dc:i:rulc Commi!llilll'Y Agency {DcCA) 
fi.rr oonsiruetitm of the Coraopolis Conutliary Proj«:l 

ln upholdins the laws passed in previous fiscal yean. the: Depmtment. \\ill cootinue to 
ctu'T)' out c()Mtrlldion of1he Coraopolis project~ the:~~ expeditious 
committee coosideration of the mmaining FYlt Major Construction ~ects as submitted for 
approval. 
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The Honorable Leon Panetta 
Secretary of Defense 
I 000 Defense Pentagon 
Washington, DC 20301-1000 

Dear Secretary Panetta: 

tinitro ~tatts ~mate 
COMMITTEE ON ARMED SERVICES 

WASHINGTON. DC 2051()-6()50 

July 26, 2011 

I write to seek your position on your commitment on the Administration's efforts to 
restrict defense spending on pork barrel earmarks. In addition, I want to understand your intent 
as it pertains to notifying congressional defense committees and resolving any committee 
concerns before proceeding with proposed actions by your Department. 

On August 12, 2010, this committee was notified of the Department's intent to cany out 
a project to construct a commissary at Coraopolis, Pennsylvania. The process of notifying the 
defense committees of such construction efforts and awaiting a positive response has been the 
Department's practice for decades. This project is of particular concern to me because all 
funding for the construction project was directed through congressional earmarks in various 
DOD Appropriations Bills which transferred funds from other vital Defense accounts. The 
Department correctly pointed out in its report that the project was included in the submission as 
an exception to the Department's policy on the use of surcharge funds in lieu of appropriations, 
because of the congressional mandate to transfer funds to the surcharge trust account. 

The Committee's staff has met with DOD representatives on numerous occasions in the 
past few months in an attempt to gain a better understanding of the legal justification for carrying 
out this project, since the use of Army operation and maintenance funds for military construction 
activities is inconsistent with Chapter 169 of title 10, United States Code, which restricts the use 
of operation and maintenance funds for new construction projects. I also believe that the standing 
construction authorization contained in section 2484(h) of title !0 specifically applies to the use 
of surcharge proceeds and does not include other appropriations transferred into the surcharge 
account. In addition, the Department of Defense's guidance on the use of proceeds from 
commissary surcharge proceeds does not support the establishment of new commissaries. 

While this committee has been deliberating on these significant policy issues, I was 
informed that the Assistant Secretary of Defense for Legislative Affairs, Ms. Elizabeth King, 
notified Chainnan Levin on July 21,2011 of the Department's intent to carry out the 
construction of the Coraopolis project without the formal approval from this committee. Ms. 
King's letter acknowledges that the Coraopolis project was submitted as part of the FY2011 
commissary surcharge program that was approved by the House Armed Services Committee in 
November 2010, but that the Coraopolis project along with all the remaining major construction 
projects for the FYil commissary and Non-Appropriated Fund construction program remain 



under con~ideration by the Senate Armed Services Committee. Iudecd, at tho staft'lcvel it is well 
known that the entire FYI I. commissary funding proposal has been held by the Senate Armed 
Services Committee for weeks as a result of Inclusion of the Coraopolis project, to which I 
vehemently object. 

I would like to know whether you are a'Wil'C of this decision to support pork barrel 
spendin1ln a way d!at disregards the lraditlon of coopel'lllion with this committee? If so. is this 
decision indicative of tho direction you plan to take the Department as It pertains to reinln& in 
defense spending on non-essential activities as weD as interacting with tho conaressional defense 
committees? Please let me know of your <lccision to move forward oalh!s project in direct 
contradiction of the precedent of decades of awaiting tho approval of the defense committees 
before proccc<ling with constNCtion. 

Thank you for your prompt attention on this matter. 

cc: 
The Honorable Elizabeth King 

jl?b~ 
John McCain 
Rankin& Member 

Assistant Secretary ofDefense for Legislative Affairs 


