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A steady fall in commis-
sary sales and store trans-
actions since 2012 suggest
Congress and Defense
Department officials
picked a risky time to try
to transform on-base gro-
cery stores into more busi-
nesslike operations, a
move intended to lower
taxpayer support of the
benefit while preserving
shopper savings.
Sales and transaction

data gathered by the De-
fense Commissary Agency
(DeCA) through the first
five months of fiscal 2017
show a familiar pattern of
worrisome declines, trace-
able only in part to the
recent force drawdown.
From fiscal 2012

through 2016, annual
commissary sales fell from
$6.09 billion to $5.25
billion, a drop of $840
million or almost 14 per-
cent. The pattern contin-
ued into the current fiscal
year. If the slope through
February holds for the
year, annual sales will be
near to $5 billion, a fall of
17 percent in just five
years.
Number of transactions,

or shopper checkouts, fell
from 97.8 million in fiscal
2012 to 86.7 million by
2016. That modestly more
gradual 11 percent slide

also continued into the
current fiscal year.
Multiple factors are

affecting sales and “we are
trying hard to overcome
them,” explained Chris-
topher Burns, DeCA’s
executive director for
business transformation,
in emailed responses to
our questions about the
falling sales.
Overall sales data for

the U.S. grocery store
industry, as found online,
show sales have climbed
modestly in recent years.
Burns, however, pointed
to a Commerce Depart-
ment finding that in 2016,
“restaurant spending and
food away from home
exceeded grocery store
spending for the second
straight year.”
Commissary sales also

have been affected, per-
haps disproportionally, by
falling food prices nation-
wide, he suggested.
“During the last few

quarters, grocery sales
have been severely im-
pacted by deflationary
trends. According to first
quarter Fiscal 2017 Bureau
of Labor Statistics Report,
the food at home index
declined 2.17 percent. Milk
(-1.85 percent), ground
beef and veal (-6.56 per-
cent), and egg (-34.26
percent) prices are all
significantly lower.”
Commercial retailers,

Burns said, can use lower

food prices to improve
profit margins, lessening
the direct effect on the
total sales reported. But
commissaries have had to
continue to sell goods at
cost, plus a 5 percent sur-
charge.
“For example, during

the last few quarters, the
shelf price for a dozen
eggs fell by 53 percent in
commissaries but only 34
percent in commercial
grocery stores,” Burns
said.
That might explain in

part why sales receipts in
commissaries are affected
by deflation. But wouldn’t
lower prices for eggs or
other products in commis-
saries also drive up trans-
actions? That hasn’t hap-
pened. DeCA transactions
fell by almost 4 percent in
2013, more than 4 percent
in 2014, by just over 1
percent in 2015 and by
more than 2 percent last
year.
Some other factors

Burns cited for declining
sales are undisputed, in-
cluding stiffening competi-
tion off base.
“More commercial su-

percenters and other ma-
jor discount stores are
selling groceries. There is
also an increased competi-
tion from online shop-
ping,” he said.
Perhaps half of commis-

sary shoppers are retirees,
retiree spouses and survi-

vors. That segment of the
community held steady
the past four years. Active
duty forces, however, fell
from 1.43 million at the
start of fiscal 2012 to 1.29
million last month, a nine
percent decline. Burns
said DeCA’s own research
shows the smaller force
might be having an outsize
effect on commissary sales
because the proportion of
married members has
fallen even more in the
drawdown.
“From 2015 to 2016, the

overall active duty pop-
ulation decreased by less
than 1 percent. The mar-
ried active duty population
decreased 2.3 percent in
the same period. ...We
have more single soldiers,
airmen, sailors and ma-
rines than before, in per-
centage terms. This is
important because we
know that single soldiers
are less likely to shop at
the commissary. They are
on meal plans at the din-
ing facilities and consume
a lot of their meals at
establishments on and off
base.”
Another factor is a

shrinking number of serv-
ice members who live on
base, or reside off base but
nearby. Burns said the
number of active duty
members who reside with-
in 5 miles of a military
base decreased by 12.5
percent in 2014 alone.
“Today, only 26 percent

of active duty military live
on base, and many of
those are single,” Burns
said. “This migration away
from the base has an enor-
mous impact on military
community support func-
tions including ... resale
activities, particularly
commissaries.”

Commissary suppliers
and product manufactur-
ers are alarmed by the fall
in sales. So too are ex-
change service executives
who long have argued that
fewer commissary shop-
pers dampen traffic in
base department stores,
gas stations and specialty
shops. Unlike commissar-
ies, exchange operations
generate profits that help
fund gymnasiums, golf
courses, libraries and
other recreational activ-
ities.
Representatives for

suppliers, and shoppers
who read this column,
point to other factors that
have affected commissary
sales: end of discounts on
tobacco products, having
to use and tip grocery
baggers, the hassle of
tightened security to ac-
cess on-base stores, and a
growing distrust of touted
commissary savings in the
wake of actions to trans-
form the benefit and re-
duce taxpayer support.
Commissaries soon will

end the practice of selling
only brand-name goods at
cost plus a surcharge.
Prices will begin to vary by
store or region while the
number of brand names
on shelves are narrowed to
allow room for DeCA
private label products.
DeCA labeled products
will be sold at deeper
discounts and will gener-
ate revenue to help reduce
DeCA’s $1.3 billion annual
appropriation.
Burns rejected the no-

tion that transforming
commissaries while sales
are falling puts the prized
benefit at greater risk. The
military resale system “as
a whole must evolve if it is
going to stay relevant to

this and future generations
of authorized shoppers,”
he said. Commissaries
must “adapt to changes
that are taking place in
demographics, buying
patterns and competition.”
He noted the “tremen-

dous pressure” on DeCA
the past four years to re-
duce its annual appropri-
ation. The solution Con-
gress accepted was to
operate DeCA like a busi-
ness, “offering the prod-
ucts people want at com-
petitive prices, providing
options to purchase lower-
cost alternatives and re-
ducing operating costs.”
Private labels, variable

pricing and winnowing
brand names based on
product category perform-
ance data are key to im-
proving sales and generat-
ing profits that will lower
the need for taxpayer
support. Meanwhile, De-
CA plans many smaller
steps to modernize and
compete with retailers,
including an emphasis on
selling natural and organic
foods and testing online
shopping with curbside
pickup.
“Our new business mo-

del doesn’t mean we will
cut corners or compromise
quality,” Burns said. “It
just means we’ll improve
our efficiency using pro-
ven commercial practices.
Every change we make has
to be good for our patrons
and good for the taxpayer.
Either/or isn’t good
enough. It has to be both.”

To comment, write Military
Update, P.O. Box 231111,
Centreville, VA, 20120 or
email milupdate@aol.com
or twitter: Tom Philpott
@Military_Update
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The Department of
Labor’s Conflict of In-
terest Rule, also known as
the Fiduciary Rule, was set
to be implemented April
10. It now appears des-
tined for at least a 60-day
delay and possible revi-
sion, if not complete re-
peal under the Trump
administration.
Anyone who invests in a

retirement account should
understand the basics of
this rule, which intends to
clarify the nature of advice
and adviser compensation
for investments in retire-
ment accounts.
This legislation draws a

yawn, if any attention at
all, from most people who
don’t understand the dif-
ference between types of
investment professionals
and conflicts of interest.
At a high level, the dis-
tinction is between in-
vestment product sales
people who are held to
what is known as the
“suitability” standard and
advisers who accept a
fiduciary obligation to act
in the client’s best interest.
The fiduciary obligation

is a step above the suitabil-
ity standard, which sug-
gests that recommended
products be generally
appropriate given a cli-
ent’s circumstances.
Large brokerage firms

and insurance-based in-
vestment firms have
fought the fiduciary stan-
dard to protect
commission-based com-
pensation structures and
the types of products that
are often at the core of
their recommendations.
The Labor rule has been

upheld by court challenge,
but regardless of whether
it is ultimately implement-
ed, more investors are
seeking advice that is
unconflicted, cost-
effective and preferably
backed by a thorough
financial plan.
While this rule has noble

intent, it falls short of
being complete because it

does not cover nonretire-
ment accounts. For all
investment accounts to be
covered, the implementa-
tion of these new stan-
dards would have to be
guided by broader author-
ity than the Department of
Labor.
This might seem like the

legal playground of reg-
ulatory entities and in-
vestment firm lobbyists
that you have no interest
in. But it is investors who
pay for every step of it.
While lawyers and politi-
cians wrangle, investors
continue to own, and buy
more, products with high
fees (and often penalties
for exiting these products)
from brokers with conflicts
of interest.
There are certainly

many good financial ad-
visers who operate under
these conflicted rules and
people who have achieved
financial security working
with them. But there also
are many people who have
been overwhelmed by
complexity and lack of
financial literacy on their
way to being sold products
that might not be in their
best interests.
In the past month, I’ve

reviewed account state-
ments and taken calls
from several people who
have investment predica-
ments precisely like those
the Department of Labor
was trying to reduce with
the initial Conflict of In-
terest Rule.
These are bright, suc-

cessful people, who
couldn’t identify the con-
flicts and the costs at the
time they were sold the
products.
They included invest-

ments in privately traded
real estate investment
trusts that are not regular-
ly valued, IRAs investing
in physical gold bullion
because of the “coming
crisis,” layers of variable
annuities locking up most
of a person’s otherwise
liquid retirement accounts,
long-term care insurance
with excessive benefits
and premiums, and the
king of poor service, high

fees and conflicts of in-
terest — the 403(b) for
teachers. Most of these
products are sold by bro-
kers whose communi-
cation fades after they
receive their sales com-
mission. There is no in-
centive to provide ongoing
service and advice when
the compensation was
paid based on a trans-
action to start the relation-
ship.
Now, more than ever,

you have options for in-
vestment advice and fi-
nancial planning that are
transparent.
When evaluating your

current financial adviser,
or performing due dili-
gence on a new one, start
by asking if their firm
allows them to sign a fidu-
ciary oath to provide ad-
vice and investments that
are in your best interest.
Next, review their re-

cord for any regulatory
action or discipline. Bro-
kers’ records are publicly
available via FINRA Brok-
er Check (brokercheck.
finra.org). Records of
independent registered
investment adviser firms
are available via the Secu-
rities and Exchange Com-
mission website.
Then understand how

the adviser is compensat-
ed. Did they just return
from a Caribbean trip paid
for by an investment firm
for reaching a sales quota?
Do they tout themselves
as a “top producer?” Or
are they an independent
adviser only paid by their
clients?
When you are clear that

conflicts of interest are
eliminated, or at least
adequately addressed,
then understand how
transparent the proposed
investments are, what
resources will be used to
build and maintain a plan
for long-term financial
security, and how they
expect to communicate
with you.
This way, regardless of

whether government reg-
ulations make it a require-
ment, you will have done
your own due diligence to
identify an adviser and an
investment approach that
you understand and trust.

Gary Brooks is a certified
financial planner and the
president of BHJ Wealth
Advisors, a registered
investment adviser in Gig
Harbor. Reach him at
gary@bhjadvisors.com.
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Educate yourself no
matter what happens
to Fiduciary Rule
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generator of construction
activity, has apparently
fallen so far from favor
that the property owners
believe they can get a
higher return by taking
down two still-serviceable
buildings to be replaced by
warehouses. They may be
right. If you want an eerie
sight, drive along state
Route 18 just east of In-
terstate 5 and glance at the
former headquarters of
Weyerhaeuser, the compa-
ny that developed North-
west Landing. Stripped of
employees and interior
furnishings, the low-slung
building is the definition
of see-through. Anyone
want it? Its former occu-
pant joined Russell in
clamoring to get into
downtown Seattle.
In the Proctor District,

the issue isn’t one of busi-

ness and commercial
properties but residential,
with news of imminent
construction of Madi-
son25: a six-story, 141-
apartment building a few
blocks from Proctor Sta-
tion, the apartment devel-
opment that opened in
early 2016.
Discussion of what’s

happening to Proctor — or
what happened to Ballard
or Capitol Hill or a dozen
other neighborhoods in
Seattle — is always com-
bustible fuel for argu-
ments about development
trends. Those who lament
what has happened to a
comfortable, attractive
business and residential
neighborhood in a city not
overly endowed with them
are often rebuked by those
who insist high-rise, high-
density is the wave of the
future, and not just in an
urban core. Leave our
neighborhoods alone and
build somewhere else vs.
you can’t stop progress so

stop clinging to the past.
The trends in both Du-

Pont and Proctor are driven
by the cold numbers of
supply and demand.
They’re also a product of
changing tastes and prefer-
ences. Maybe the low-rise,
low-density large-city
neighborhood truly is
doomed to extinction, and
no large company will ever
want suburban offices
again.
But change in tastes is a

constant, what’s old is new
again, what’s hip today
might become passé (a
Tower of Power reference
for you), and the choices of
today might be in for revi-
sion (and some judgment)
tomorrow. “Wait, you tore
down perfectly good office
buildings for a warehouse?”

Bill Virgin is editor and
publisher of Washington
Manufacturing Alert and
Pacific Northwest Rail
News. He can be reached at
bill.virgin@yahoo.com.
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Prime rate 3.75 3.50
Federal Target Rate 0.75 0.50
3-month Treasury bills 0.76 0.21
6-month Treasury bills 0.91 0.39
10-year Treasury notes 2.40 1.78
30-year Treasury bonds 3.02 2.61

— BLOOMBERG.COM AND U.S. TREASURY

KEY RATES

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 ac-

counts.

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.

DEPOSITS AUTO LOANS
Institution MMA CD IRA New Used
America's CU 0.20/0.20 0.35/0.35 0.45/0.45 4.990 4.990
Chase 0.01/0.01 0.01/0.01 NO/NO 3.040 3.390
Columbia Bank 0.03/0.03 0.06/0.06 0.07/0.07 3.556 3.628
Commencement Bank 0.10/0.10 0.30/0.30 0.30/0.30 4.057 5.373
HomeStreet Bank - West-
ern

0.45/0.45 0.35/0.35 0.35/0.35 NO NO

KeyBank 0.04/0.04 0.15/0.15 0.10/0.10 3.890 4.540
Qualstar CU 0.25/0.25 0.40/0.40 0.50/0.50 2.740 2.490
Sound CU 0.05/0.05 0.15/0.15 0.30/0.30 2.940 2.640
Tapco CU 0.03/0.03 NO/NO NO/NO 2.740 2.490
U.S. Bank 0.04/0.04 0.10/0.10 0.15/0.15 4.381 3.876
Verity CU 0.10/0.10 0.35/0.35 0.43/0.43 2.790 2.640
Washington average 0.12/0.12 0.22/0.22 0.29/0.29 3.512 3.606
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
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