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BUSINESS

T he Pentagon’s last
two budget plans to
“reform” the
commissary benefit

for military families and
retirees were driven by a
goal to save money, without
due regard for preserving
the benefit, said a senior
Defense official who claims
to be leading commissary
reforms on a less perilous
path.

In a strikingly frank
address Tuesday to
commissary brokers,
suppliers and product
representatives at the
annual convention of
American Logistics
Association, Peter Levine,
deputy chief management
officer for the Department
of Defense, confirmed what
critics in Congress and
industry, and advocates for
commissary patrons, had
charged for the past two
years.

That is that proposals in
the fiscal 2015 and 2016
defense budgets to slash
taxpayer support of Defense
Commissary Agency by as
much as $1 billion a year,
within two or three years,

not only put commissaries
at risk but all discount
shopping on base, including
exchange operations.

The proposals were
perceived “perhaps rightly,”
Levine said, as “driven by
the need for money rather
than the need for reform.” In
both years, the department
had urged lawmakers to
make deep cuts to DeCA’s
annual appropriation,
arguing stores still would
survive, in some fashion, if
forced to operate more
efficiently, that is, more like
commercial grocers.

Defenders of
commissaries were aghast.
They argued that the
$1.4 billion commissary
appropriation was the
foundation of the shopping
benefit and, if gutted,
discounts would soon
disappear. A new Defense
leadership team now
appears to concede the
point, and promises a
course change.

“By cutting the
appropriation first and
looking for efficiencies later,
the result would be a
significant cut in savings to
patrons,” Levine said. With
that approach, the “only way
to make ends meet would be

to raise prices.”
Given the adverse effect

on military members, their
families, retirees and
“potentially on the
exchanges because of the
cross connection between
the commissaries and the
exchanges as businesses,”
Levine said, Congress
rejected these proposals two
years straight and they
won’t surface again.

Levine understands
better than most what drove
Congress to reject the
funding cut. Until last
February, he was staff
director for the Senate
Armed Services Committee.
He only became deputy
chief management officer
last May after the Senate
confirmed his nomination.

The DCMO is senior
adviser on business
transformation to the
defense secretary and deputy
defense secretary of defense.
So Levine is leading efforts to
streamline business
processes including base
stores.

Levine told the American
Logistics Association that
substantial commissary
reforms are still planned
and necessary, but that the
department is committed to

preserving the current level
of savings.

“We believe we have to do
business better (and) find
savings wherever we can,”
Levine said. “But we are
going to let efficiencies drive
the budget rather than the
other way around.”

DeCA Director Joseph Jeu
described Levine’s
commitment to protect
current shopper savings as
“huge” in light of recent
proposals to cut DeCA
funding, which threatened
to reduce customer savings
and store services.

The department has two
new reports and sets of
recommendations to
consider in shaping new
commissary reforms. In
September the Boston
Consulting Group
completed its review of ways
to make commissaries more
efficient, a study mandated
by Congress. Last January,
the Military Compensation
and Retirement
Modernization Commission
completed its report on
reforming pay and benefits
including on-base stores.

The department finds
merit in many of the
changes proposed to make
commissaries operate more

like businesses, Levine said,
but it rejects their calls to
merge or consolidate
commissaries with the three
exchange services.

“We believe we can get the
savings that the military
compensation commission
and the BGC recommended
without a merger or
consolidation. We think we
can do it by driving common
business practices,” he said.

Commissaries and
exchanges “already have a
common owner. We don’t
need to merge (or)
consolidate to have a
common direction. The
secretary of Defense, the
Department of Defense, the
taxpayers are already
responsible for all those. So
we can direct common
back-office systems,
financial systems” and take
other cost-saving steps short
of a merger. By spring,
Levine said, the department
will propose commissary
legislation to drive savings
but also protect the benefit.
It will seek new authority to
convert commissaries to
nonappropriated fund
activities, such as for-profit
exchanges, and to adopt
flexible pricing, ending the
requirement to sell groceries

on base at cost plus a 5
percent surcharge.

Levine said a new Defense
Retail Business Optimization
Board would be established
to “drive efficiencies
systematically,” overseeing
common business practices
across all stores and common
systems for purchasing,
payroll, personnel
management and
warehousing.

He said the plan likely
would include authority to
adopt “private label” or
commissary brand products
to be sold along side
national brands, as
commercial grocers do to
increase profits while
offering more customer
savings. DoD also will study
ways to expand the
commissary customer base.

If Congress agrees to
these reforms, he said, DeCA
should be able to cut costs
by $300 million in fiscal
2018, and by more in
subsequent years.

To comment, write Military
Update, P.O. Box 231111,
Centreville, VA, 20120 or
email milupdate@aol.com or
twitter: @Military_Update

TOM PHILPOTT
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Pentagon replaces plan it concedes puts commissaries at risk

DEPOSITS AUTO LOANS

Institution MMA CD IRA New Used

America's CU 0.20/0.20 0.35/0.35 0.45/0.45 2.490 2.240
Chase 0.01/0.01 0.01/0.01 0.05/0.05 NO 2.710
Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.430 3.628
Commencement Bank 0.10/0.10 0.30/0.30 0.30/0.30 4.057 5.373
HomeStreet Bank - Western 0.45/0.45 0.20/0.20 0.35/0.35 NO NO
KeyBank 0.05/0.05 0.10/0.10 0.10/0.10 3.650 4.274
Qualstar CU 0.25/0.25 0.40/0.40 0.50/0.50 2.740 2.990
Sound CU 0.05/0.05 0.15/0.15 0.30/0.30 2.640 2.340
Tapco CU 0.03/0.03 NO/NO NO/NO 2.490 2.240
U.S. Bank 0.05/0.05 0.10/0.10 0.15/0.15 3.347 3.193
Verity CU 0.10/0.10 0.35/0.35 0.43/0.43 2.490 2.340
Washington average 0.12/0.12 0.20/0.20 0.27/0.27 3.037 3.133
Change in average NO/NO NO/NO NO/NO 0.000 -0.010

Source: Informa Research Services

NA: Not available NO: Not offered
Source: Informa Research Services 818-880-8877 Ext. 266
**Do not have a bank, thrift or credit union charter; all products are FDIC insured

MONEYRATES
Here is what Puget Sound-area banks and thrifts were offering on key consumer-loan and deposit
instruments on Friday. All yields are annual.

DEPOSITS MMA:
Rates and yields on money-market
accounts with a balance of $2,500.
CD: Fixed rates and yields on one-year
certificates of deposit of $5,000.
IRA: Fixed rates and yields on 18-month accounts.

LOANS
Auto: Fixed rate for a $10,000, 60-month, new-car loan and for a
$7,000, 48-month, used-car loan for a 1- to 3-year-old model.
Actual rates might change with variations from the scenario,
and fees and other costs at loan initiation.

The state has millions of
unclaimed dollars. Some of it
might be yours.

Frequently on Sundays, The
News Tribune publishes the
names and last known
residences of people who have
forgotten money.

If you spot your name, call
the Department of Revenue at
800-435-2429.

The state is holding at least
$25 for:

WAJL Sarah, Puyallup
WAKEFIELD James Alan,

Puyallup

WALENTIN Carol, Gig Harbor
WALKER Dorothy, JBLM
WALKEY Deedra, Tacoma
WALL Sandra S., Tacoma
WALLMike, Roy
WALLACE Danielle, Tacoma
WALLACE James, Gig Harbor
WALLACEMelissa, Puyallup
WALSBORNWarren, Roy
WALTERS Patricia L., Tacoma
WALTON Elaine, Bonney

Lake
WAMSLEY Patrick, Sumner
WANNER Verna M., Tacoma
WARD Demelza N., Tacoma
WARD Linda J., DuPont
WARDMichelle, Tacoma
WARGACKI Joseph, Gig

Harbor

WARLOE Chuck, Gig Harbor
WARNER Darrell, Tacoma
WARNER Shiria G., Roy
WARREN Amanda B.,

Tacoma
WARREN Bruce W.,

Spanaway
WARREN Damien, Gig

Harbor
WARREN Valerie, Tacoma
WARSHAWMaurice A.,

Puyallup
WASAGESHIKWilliam F.,

Tacoma
WASEF Ehab, Tacoma
WASHBURN Edgar, Roy
WASIK Douglas R., Gig

Harbor
WASOWICZMark, Tacoma

MONEY WATCH

Friday 1 year ago
Prime rate 3.25 3.25
Federal Target Rate 0.25 0.25
3-month Treasury bills 0.08 0.01
6-month Treasury bills 0.23 0.06
10-year Treasury notes 2.16 2.32
30-year Treasury bonds 2.93 3.04

Bloomberg.com and U.S. Treasury

KEYRATES

DEBBIE COCKRELL:
253-597-8364 debbie.cockrell@thenewstribune.com
JOHN GILLIE:
253-597-8663 john.gillie@thenewstribune.com
KATHLEEN COOPER:
253-597-8546 kathleen.cooper@thenewstribune.com
C.R. ROBERTS:
253-597-8535 c.r.roberts@thenewstribune.com

HOWTOREACH US

A financial plan can
take many forms.
Yours may be in
your mind only, a

single page of high-level
ideas or a comprehensive
analysis in a binder.
Regardless of the depth, it is
important to understand
that financial planning is
very much an imprecise and
ongoing exercise.

You can define numbers,
dates and goals and still, the
ultimate outcome can be
significantly influenced by
variables that you have little
control over. How long you
will live, your investment
returns, and actual expenses
can all be modeled but not
specifically known.

Even the most
intellectually honest
assumptions are subject to
wide variance of potential
outcomes. Investment
performance is perpetually
uncertain, your personal
financial landscape is
susceptible to shifts, and
humans don’t behave as a
documented plan might
suggest. We are irrational in
many ways, particularly
when it comes to money
management. See Richard
Thaler’s new book
“Misbehaving” for all the
evidence you’ll ever need.

When it’s not a financial
scenario that interrupts
your plan, it may be a life
event that reroutes your
path. The plan must be
adaptable at many levels
because – as heavyweight
champion Mike Tyson said
— “everyone has a plan ’til
they get punched in the
mouth.”

You will get punched.
Short-term market
outcomes, unexpected
expenses, health, job
changes, and family events
will deliver jabs, uppercuts
and left hooks.

So, when you know that
planning will be at best

prove to be inaccurate, why
should you place value in a
financial plan? Ideally, the
plan will allow you to
absorb a punch and know
how to respond, or dodge a
punch by identifying a risk
that can be managed. Of
course, some inaccurate
assumptions will turn out to
be largely positive for you as
well.

THE PURPOSE
OF THE PLAN

A financial plan provides
a foundation to make
decisions from. Those
decisions will certainly
differ if you are 40, 60 or 80,
but the process of
identifying your options and
purposefully choosing how
to proceed applies to any
age or financial situation.

Effective planning can
model “what if?” scenarios
to evaluate risk and
opportunity. It enables
people to design financial
circumstances to fit their
lives more so than fitting
their living standard to
whatever their unplanned
finances provide. At the
most basic level, you plan so
that you have a better idea
of what it will take to work
toward preferred choices
rather than settling for
whatever default options are
available to you at any given
point in your life.

Your financial plan
should go beyond “when
can I afford to retire” to
address how and where you
want to live, your core
values and how you can
reflect them.

When you’ve got a picture
of your situation and what
you are trying to work
toward, you will gain targets
for your savings and
investments. With targets,
you’ll have indicators of
when it is necessary to
correct course along the
way. This could mean many
things. You could revise
savings rates or retirement

dates, whether you should
invest more conservatively
or aggressively, how much
to support your children or
charitable causes and a
deeper list that varies from
one person to the next.

ONE SIZE
DOES NOT FIT ALL

The plan should be
personal. Your financial
situation, goals and
investment preferences are
unlikely to be just like your
peers or family. With the
insight of an experienced
adviser, a financial plan
could identify gaps in your
thinking or assumptions. It
could present new
opportunities to consider. It
should definitely help you
understand the probability
of funding your goals and
the margin of safety you
have to withstand
circumstances that don’t
work out in your favor.

Your plan may start as a
view of projected asset
growth and retirement
income resources. Knowing
these possibilities, you can
then become more narrowly
focused on your needs,
wants and wishes,
prioritizing what you want
your time and money to
support.

With the scope of your
needs, wants and wishes
established, you have crucial
detail to define a prudent
investment strategy.

Amid this, you’ll arrive at
the most important element
of any plan— something
inspiring. It’s with
inspiration that the plan
gains meaning and value.
Finding inspiration will help
your pursuit of financial
security, however you
choose to define it.

Gary Brooks is a certified
financial planner and the
president of Brooks, Hughes
& Jones, a registered
investment adviser in Gig
Harbor. Reach him at
bhjadvisors.com.

A plan and inspiration can work
together to keep you fiscally focused
GARYBROOKS
Notebook

places and you see some
ominous signs for the future
of cash and the ATMs that
dispense it— a Starbucks,
for example. Howmany
people are paying with paper
andmetal money compared
with the number paying with
credit, debit or a store card,
or even via wireless transfer
from amobile device?

That same Pulse study
documenting a 10-year
decline in ATMusage by
debit-card holders also
reported an increase in
monthly point-of-sale
transactions from 16.1 to 21.2
over the same period. Other
data report a surge in
mobile-app transactions.

If indeed the ATMhas
moved to the category of
mature banking technology,
that wouldmake for a
remarkable transition, at

least for those of us of
advanced age who
remember themedieval,
pre-ATMperiod of banking,
replete with such quaint
customs as cashing checks
and scrambling to get to the
bank, and one’s money,
before it shut for the
weekend.

The ATMpromised to
change all that, and to save
banksmoney in the process.
Indeed it was
transformative, and
Americans adapted to and
adopted them as
mainstream.

But ideas formaking
ATMs into versatile
dispensers— postage
stamps, bus passes, ski-lift
tickets— never caught on,
and consumers are finding
alternatives to the basic
functions of themachines,
dodging fees in the process.

The next transitionmay
not occur as quickly;
predictions of the ATM’s

demise are not new.
But it is going to come.

That’s potentially good news
for consumers, whowill find
it easier to avoid those $5
ATM fees. Any optimism
over this is tempered by the
prospect of higher
transaction fees that banks,
system operators and
merchantsmay impose.

The potentially bad news
for the banks: Fee income
fromATMs declines with
usage but the expense of
operating them doesn’t as
consumers regard the cash
machinesmuch as they do
physical branches and paper
checks— something they
hardly use, but are still nice
to have around for the rare
moment that they do.

Bill Virgin is editor and
publisher ofWashington
Manufacturing Alert and
Pacific Northwest Rail News.
He can be reached at
bill.virgin@yahoo.com.

VIRGIN
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surprised by the tax
consequences later. The
more that’s sitting in an
IRA, the more you are
forced to remove and share
with the government each
year at tax time.

“The larger an IRA
grows, the greater the risk
that it will have to be
liquidated in the higher tax
brackets in the future,” said
financial planner Michael
Kitces, who trains other
advisers to cut that risk
among their clients.
“Eventually, huge required
minimum distributions
actually force the taxpayer
into the upper brackets.”

That’s why Kitces says
this is the time of year
when retirees in their 60s
should be thinking hard
about tax planning. Rather
than deferring taxes year
after year, as people are
often instructed to do,
Kitces says individuals
should focus instead on
timing when they take
income so it comes in the
lowest tax years. Often

incomes are low early in
retirement when paychecks
no longer are rolling in
from jobs.

With the end of the year
drawing near, Kitces
suggests that
60-somethings in
retirement move some
money out of an IRA and
into a Roth IRA. It’s called a
conversion. When you do a
conversion, you will owe
taxes for that year on the
money you shifted from the
IRA to Roth IRA. But once
the money is in the Roth
IRA, you won’t ever owe
taxes on it again. It can
grow by thousands or even
millions of dollars, and it
will all be yours.

Also, conversions need to
be done strategically, so you
don’t move such a big
chunk from your IRA that it
puts you into a higher tax
bracket that year, Kitces
said. He suggests moving a
little money each year from
an IRA into a Roth IRA,
while trying to keep your
income within your usual
tax bracket.

Be aware of the effect on
Social Security, too. That
part of your income can be

taxed.
Sometimes people

worried about future taxes
will convert a full IRA at
one time, but Kitces warns
people about setting off a
huge tax. He notes a couple
who would typically have
just $60,000 in income
after deductions. If they
convert a full $500,000 IRA
in a single year, their
taxable income would pop
up to $560,000 that year
and bump them from the 15
percent bracket into the top
39.6 percent bracket for a
good portion of the income.
The taxes would be painful.
Kitces’ solution: Convert
just $14,900 of the IRA to a
Roth IRA in a single year.
The couple then stays
within the 15 percent
bracket — saving
themselves from
unnecessary taxes.

Gail MarksJarvis is a
personal finance columnist
for the Chicago Tribune and
author of “Saving for
Retirement Without Living
Like a Pauper or Winning
the Lottery.” Readers may
send her email at
gmarksjarvis@tribune.com.
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