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Foreword

The Defense Commissary Agency (DeCA) is a reporting entity of the Department of
Defense (DoD). The Office of Management and Budget (OMB), which implements the Chief
Financial Officers (CFO) Act of 1990, accordingly requires the DoD to use DeCA’s financial
statement information to prepare the Agency DoD financial statements.

Under the CFO Act, OMB also requires DoD and other agencies to incorporate their
Agency financial statements into a Performance and Accountability Report (PAR) or an
alternative Agency Financial Report (AFR). Although DeCA is not required to prepare a separate
PAR or AFR, this document, which is aligned to the statutory guidance framework, has been
prepared to enhance the presentation of performance, management, financial information, and to
demonstrate a higher standard of accountability. DeCA will post its FY2025 Agency Financial
Report at www.commissaries.com by the end of the 1st Quarter, FY 2026.
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FY 2025 Defense Commissary Agency (DeCA) Agency Financial Report (AFR)
Director’s Message

Fiscal Year (FY) 2025 was distinguished by the modernization and expansion of the commissary
benefit for all authorized patrons. The core mandate of the Defense Commissary Agency (DeCA)
remains the provision of a quantifiable, non-pay benefit that augments the economic security and
overall quality of life for service members and their families world-wide. This commitment to
delivering measurable patron value and enhancing the daily welfare of the military community
establishes the bedrock of the Agency's operations and strategic planning framework.

DeCA again secured an unmodified audit opinion for FY2025—a notable achievement realized
for the 23rd time in the last 24 years—which underscores the Agency's adherence to steadfast
accountability standards and accurate stewardship of public resources. This sustained financial
integrity is paramount for maintaining the confidence of Department of Defense (DoD)
leadership, Congress, and stakeholders concerning the disposition of appropriated funds.
Furthermore, DeCA surpassed the congressionally mandated 25 percent patron savings rate,
achieving 25.5 percent savings (representing an increase of 0.2 percentage points year-over-
year), delivering over $1 billion in direct, demonstrable savings to the military community. This
savings reinforces the commissary's role as a key economic stabilizer, particularly for junior
enlisted and financially burdened military households worldwide.

Key organizational milestones achieved during FY2025 demonstrate the dual strategic focus on
modernization and comprehensive benefit accessibility:

Expanded Eligibility and Pilot Assessment: A pilot program was implemented on December 5,
2024, designed to grant commissary shopping privileges to all DoD civilian employees at 19
commissary locations. This expansion is currently undergoing evaluation, with the pilot extended
beyond its initial December 5, 2024 cessation date to December 31, 2027, to fully test the
feasibility and logistical impact of broader implementation. Initial data confirms the pilot has
generated an incremental $61,740 in sales. Concurrently, shopping access was formally
expanded to include Department of Homeland Security and DoD civilians and their family
members in Puerto Rico and Guam, broadening the reach of the benefit to domestic operational
theaters. The 19 installations participating in this critical pilot are comprehensively identified as:
Eielson Air Force Base (AK), Naval Air Weapons Station China Lake (CA), Fort Irwin (CA),
Marine Corps Logistics Base Albany (GA), Robins Air Force Base (GA), Orote Naval Base
(Guam), Andersen Air Force Base (Guam), Naval Air Station Patuxent River (MD), Altus Air
Force Base (OK), Fort Buchanan (PR), Laughlin Air Force Base (TX), Naval Support Facility
Dahlgren (VA), Joint Base Langley-Eustis (Fort Eustis and Langley Air Force Base
commissaries), Fort Lee (VA), Joint Expeditionary Base Little Creek-Fort Story (Little Creek
Commissary) (VA), Naval Base Norfolk (VA), Naval Air Station Oceana (VA), and Norfolk
Naval Shipyard (Portsmouth) (VA).
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e Infrastructure Modernization and Consolidation: The Agency commenced
construction activities for a new, state-of-the-art commissary at Panzer Kaserne in
Stuttgart, Germany, following a collaborative groundbreaking event in June 2025. This
project is projected to consolidate four existing, smaller, and aging retail facilities (Patch
Barracks, Panzer Kaserne, Kelley Barracks, and Robinson Barracks) into a single,
modern commissary encompassing nearly 74,000 square feet, featuring over 37,000
square feet of dedicated sales area anticipated to serve in excess of 27,000 patrons upon
its scheduled operational commencement in the spring of 2028. This $238 million
investment, derived exclusively from surcharge revenue, constitutes a crucial undertaking
in replacing obsolete infrastructure in high-demand overseas locations.

e Technological Integration and Digital Transformation: DeCA formally initiated the
Advance Retail Technology Suite (ARTS) project commencing a critical digital
transformation initiative predicated upon the utilization of the SAP S/4AHANA Retail
Cloud. This endeavor is expressly formulated to replace disparate legacy systems,
establish a singular, authoritative system of record for all retail data, simplify complex
operational processes through the adoption of commercial best practices, and facilitate
real-time data visibility across the enterprise, representing a major advancement in
enabling quicker, more data-informed decision-making. Concurrently, the deployment of
a foundational Artificial Intelligence (Al) assistant, tailored for retail grocery operations,
successfully fulfilled all rigorous DoD cybersecurity and data-handling compliance
standards during initial validation. This tool is now transitioning into an early adopter
phase involving DeCA Headquarters and Support Center personnel.

The Agency’s focused commitment to innovation, operational efficacy, and expanded eligibility
IS integral to securing the commissary's position as the preferred grocery provider for the military
community. DeCA anticipates the continued, resolute progression of these vital initiatives into
FY2026, targeting sustained modernization and enhanced patron service delivery for over 15
million patrons world-wide.

Financial and Operational Performance Summary

Key Financial Results

Change
Metric F\\/(j(;iS from Commentary
FY2024
Defense Commissary Agency 4
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The Agency recorded a year-over-year increase in total sales (an
increment of $0.076 Billion from $4.755 Billion in FY2024),

Annual Sales $4'331 +1.59% indicative of consistent demand and the positive effects
Billion . o
stemming from expanded eligibility and new product
introductions.
Total revenue realized by the Agency for the fiscal year,
Total $5.0 : . .
.~ N/A encompassing sales and surcharge funds, which are essential for
Revenue Billion . . . -
covering operating costs not supported by direct appropriations.
The 25 percent patron savings rate was successfully surpassed,
+0.3 Do . . . :
Patron translating into substantial, measurable financial relief for
. 25.2% |percentage - - ) A .
Savings Rate oints military families relative to average civilian grocery pricing
P benchmarks.
A distinct and substantial increase in the direct economic benefit
Incremental ||$1.63 +$51 Million provided to authorized patrons (rising from $1.58 Billion in

Savings Billion FY2024), demonstrating the escalating purchasing power

delivered by the commissary as a non-pay entitlement.

Operational Performance

Change
Metric FY2025 Value from Commentary
FY2024
Indicates a heightened level of customer activity
within the commissaries (an increase from 72 million
Total . 24 Million +1.83% |n'FY2024).'The gro_wth.ln trgnsactlons, juxtaposed
Transactions with a marginal decline in unit sales, suggests a
pattern of increased frequency in customer visits to
maximize savings.
Reflects expanded utilization by the military
Total Exceeds 1.7 community, partially attributable to the introduction
Households L ' +0.66% of new eligibility categories and targeted sales and
. Million . . . .
Shopping marketing campaigns designed to increase household
penetration. Since the Agency’s renewed strategy in
Defense Commissary Agency 5
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2021, eligible patrons capturing their hard earned
military benefit is up 9%.

A marginal reduction in the volume of goods sold.
Approximately This slight gontracti(_)n is largely miFigated by the
1.3 Billion -0.73% concurrent increase In tot_al transa_lctlon volume and
' the greater patron utilization of higher-value,
prepared food offerings.

Unit Sales

A significant enhancement in product availability

In-Stock Rate +1.1 (improving from 96.3% in October 2024), driven by
(End of EY) 97.4% percentage |optimized logistics protocols and enhanced
points collaboration with distribution partners across the

retail network and central distribution centers.

Auxiliary Sales and Commissary CLICK2GO® (CC2G) Performance

The online ordering and curbside pickup platform maintained a substantial growth trajectory
throughout the fiscal year, confirming the robust patron demand for convenient digital access to

the benefit.
Auxiliary FY2025 Commentar
Metric Value y

Sales generated through automated, self-service retail kiosks situated

Kiosk Sales 13138 Million in high-traffic installation locations.

Drop-off Sales|[$953,000 gf(;eczggghtated through specialized bulk or deferred-pickup ordering

FY?2025 Change from

CC2G Metric Value Previous Year

Implication

Defense Commissary Agency
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Indicates the continued maturation and market

0,
Sales $52,007,985 |+10.89% acceptance of the e-commerce platform.

Reflects growing patron adoption of digital

Transactions ||410,787 +10.48% .
ordering methods.

Suggests stable, high-value orders placed
$126.61 +0.37% online, which supports optimal logistical
efficiency.

Average Basket
Size

The realization of robust double-digit growth in both CC2G sales and transactions, coupled with
a consistently stable, high average basket size, definitively illustrates the platform's critical
function in satisfying the modern demands of military families by offering transactional speed
and convenience while fully preserving the core savings benefit.

Principal Strategic Initiatives and Programs
Modernization of the Retail Environment

Advance Retail Technology Suite (ARTS) The official launch of the ARTS project uniting
DeCA leadership, the SAP software provider team, and the Accenture Federal Services
integration team, formally established its strategic and multi-phased methodology. The project is
currently engaged in the detailed process design phase, concentrating on intensive "fit-to-
standard" workshops. During these sessions, Functional Process Owners collaborate with the
integration team to rigorously map current "as-is" processes to the definitive SAP "to-be"
architecture. The primary objective of this meticulous effort is to ensure all high-priority
requirements, formally documented within the Requirements Traceability Matrix (RTM), are
fully addressed while strictly limiting unnecessary customization to secure alignment with
industry-standard commercial best practices. Key immediate next steps encompass the
establishment of initial SAP sandbox and development technical environments and the
comprehensive finalization of the complex integration strategy with critical dependent platforms
such as NCR/CC2G and all necessary external government interfaces.

Data Strategy and Artificial Intelligence (Al) DeCA's Chief Data Office successfully deployed
a foundational Al assistant, which utilizes advanced large language models and retrieval-
augmented generation capabilities specifically adapted for complex retail grocery operations.
The program, having successfully passed thorough validation to meet full DoD cybersecurity and
data-handling compliance standards, is currently in an early adopter phase engaging personnel
from DeCA Headquarters and Support Centers. As a preeminent defense agency, DeCA is

Defense Commissary Agency 7
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strategically pioneering secure, scalable Al integration. Long-term objectives are multi-faceted
and comprehensive: extending secure access to store-level operational users, aligning seamless
integration with the enterprise data lake as curated datasets are onboarded, and continuously
enhancing the assistant’s natural language processing and contextual reasoning capabilities. This
phased approach will support the continuous identification and comprehensive collection of
additional business-use cases, specifically targeting areas such as predictive maintenance of
critical store equipment, automated bot workflows, and robust data orchestration across the entire
enterprise.

Electronic Shelf Labels (ESLs) The commissary located at Ramstein Air Base, Germany, is
spearheading the modernization of the overseas shopping experience through the pilot
implementation of Electronic Shelf Labels (ESLs). Ramstein represents DeCA's inaugural store
in Europe to adopt this technology. These new digital labels replace traditional paper methods,
permitting instantaneous, real-time price updates via a mobile application, a capability critical for
maximizing sales during transient promotions and optimizing price integrity. The ESLs also
serve a crucial dual function by streamlining back-of-house operations related to inventory
management, and measurably enhancing the efficiency of order fulfillment processes for the
CC2G platform.

Enhancing Patron Access and Value Proposition

Request for Information (RF1) on Privatization In accordance with the Deputy Secretary of
War’s memorandum dated April 7, 2025, DeCA formally released an RFI to solicit
comprehensive industry input regarding the potential privatization of 178 commissary locations
across the continental U.S. (CONUS), Alaska, Hawaii, and Puerto Rico. The articulated purpose
of this rigorous assessment is to determine the genuine interest and demonstrate capability of
commercial grocery operators and investment firms to manage commissary operations, with or
without governmental support. A crucial and non-negotiable prerequisite of this assessment is
the requirement for any potential private entity to simultaneously preserve the essential military
benefit—specifically, maintaining an average patron savings of 23.7 percent—and formally
assuming responsibility for a projected $2.4 billion infrastructure bill necessary for future facility
upkeep, replacement, and modernization.

Product Portfolio and Service Innovation

Commissary Store Brands (CSB) and Product Expansion DeCA systematically enhanced its
private-label portfolio (CSBs) and expanded convenient product alternatives to improve both
patron value and selection. The nine established CSB brands, which include Freedom’s Choice
(food), Homebase (non-food), Full Circle Market (organic), Tippy Toes (baby products),
TopCare (health and beauty items), Wide Awake Coffee, Cravn’ Flavor (refrigerated and frozen
appetizers and snacks), Pure Harmony (assorted pet food), and Flock’s Finest (bird food),
collectively feature 1,010 items with sales reaching $203,988,423 derived from 66,740,467 items
sold. This diversified portfolio offers military patrons high-quality, cost-effective options across
nearly every retail category, thereby driving increased patron loyalty and economic relief.

Defense Commissary Agency 8
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o Ready-to-Eat Meals: A new line of Chef-Inspired Freedom's Choice prepared meals was
officially launched in October 2024, with several additional items scheduled for
introduction in November 2025 as an ongoing component of the Commissary Store
Brands prepared-foods program. These specific offerings, which include comforting
options such as Chicken Pot Pie and Traditional Meat Loaf with Mashed Potatoes and
Green Beans, are strategically positioned within the Home Meal Replacement section of
the stores, clearly delineated with signage that reads "Chef-Inspired Meals™" and "Ready
in 5 Minutes or Less." Furthermore, DeCA is actively expanding ready-made pizza
options in stores, with nine locations introducing pizza to their deli and bakery areas
since May.

o Ukrop’s Homestyle Foods: A pilot program initiated in July 2025, launched with a
major promotional event at Fort Belvoir Commissary in Virginia on July 30, successfully
introduced popular Ukrop’s prepared meals and fresh-baked goods (encompassing
entrées, quiche, sides and dips, deli salads, and frozen bakery items). This pilot, which
also included Marine Corps Base Quantico, Fort Lee, and Naval Station Norfolk in
Virginia, retains the potential for expansion along the East Coast to 30 commissaries,
directly responding to consistent patron demand for high-quality, convenient, fresh
perimeter products.

o Sales Campaigns: DeCA executed targeted sales campaigns throughout the year
designed to maximize patron savings. Operation Baby provided customers with the
opportunity to realize savings of up to 40% on over 100 essential baby products from
industry-leading brands. The Pet Expo prominently highlighted key pet products,
including vet-quality flea and tick prevention items valued at $70-$80 in external retail
settings, but reliably available at commissaries for $18-$20. Farmer’s Markets expanded
the availability of organic produce and proteins across the enterprise, directly addressing
patron requests for high-quality, fresh, locally sourced items.

Supply Chain Resilience and Efficiency The Agency placed considerable strategic emphasis on
fortifying supply chain resilience, particularly concerning operations in overseas locations.
Sealift operations conducted during the first three quarters successfully shipped over 13,000
containers at a total cost of $52.2 million, comprising a necessary variety of dry, chilled, and
frozen products. Furthermore, 12 emergency airlift missions were executed throughout the fiscal
year, delivering 415,000 pounds of essential dry, chilled, and frozen items at a total cost of
$619,000 to mitigate unforeseen logistical disruptions. Routine airlifts, primarily utilized for
highly perishable goods such as bagged salad, accounted for $6.4 million, moving 2.8 million
pounds of product to rigorously maintain freshness standards. The successful collaboration with
distributors across the retail network and central distribution centers directly contributed to the
1.1 percentage-point improvement in the Agency's in-stock rate, increasing from 96.3 percent to
97.4 percent by the conclusion of the fiscal year, which is a key performance indicator of
operational efficiency and patron satisfaction.

Defense Commissary Agency 9
FY 2025 Agency Financial Report



Community Support and Environmental Stewardship

Scholarships for Military Children The Fisher House Foundation awarded 500 scholarships
totaling $1 million for the 2025-2026 academic year through the Scholarships for Military
Children program. The deserving recipients were formally honored at award ceremonies hosted
by commissaries worldwide. Since the program's inception in 2001, it has awarded over $25
million in scholarships, representing a significant investment in supporting the educational
success of children of U.S. service members.

Environmental Management System (EMS) DeCA's rigorous recycling program, operating
under the established framework of its EMS, achieved a material diversion rate of 55.1 percent,
with the recycling of over 82,000 pounds of various materials in FY2025, including cardboard,
plastics, and organic waste. The mandatory food bank program, which operates across 179
commissaries donating to 221 approved food bank partners nationwide, facilitated the donation
of over 4.8 million pounds of edible, unsellable food. This initiative serves the dual purpose of
significantly contributing to waste reduction efforts and actively supporting local community
anti-hunger programs, unequivocally reinforcing DeCA’s commitment to environmental
responsibility and community welfare.

4. Best Commissary Awards 2024 Recipients

The annual Best Commissary Awards formally recognize facilities that demonstrably exceed
performance standards in accountability, customer satisfaction, sales, and safety across five
distinct categories differentiated by store size and operational location. Recipients are selected
based upon rigorous metrics including unit cost performance, accident-avoidance rates, customer
satisfaction scores, and detailed photo portfolio submissions, with the awards announced in May.

Award Category 1st Place Recipient 2nd Place Recipient
Director’s Award — Joint Base EImendorf-Richardson, ||[Marine Corps Air Station
CONUS Superstore Alaska Miramar, California
Dan Daniel Award - U.S. Army Garrison Camp Ramstein Air Base. German
OCONUS Large Humphreys, Republic of Korea ’ y
Defense Commissary Agency 10
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Bill Nichols Award —
CONUS Large

Wright-Patterson Air Force Base,
Ohio

Marine Corps Air Station Cherry
Point, North Carolina

Richard M. Paget Award -
CONUS Small

Pittsburgh Area, Pennsylvania

Naval Air Facility EI Centro,
California

L. Mendel Rivers Award —
OCONUS Small

Royal Air Force Alconbury, United
Kingdom

U.S. Army Garrison Camp Zama,
Japan

5. Summary and Forward Outlook

FY2025 was characterized by the attainment of concrete operational and financial performance
results and the execution of essential forward-looking actions designed to secure the long-term
viability and modernized delivery of the commissary benefit. The unmodified audit opinion
confirms DeCA's unwavering financial integrity, while the 25.5 percent patron savings rate
validates its core value proposition and substantial economic impact. The Agency is concurrently
dedicated to essential strategic investments in digital transformation via the ARTS project and Al
integration, which are foundational to future efficiency, alongside the expansion of patron access
and the modernization of physical infrastructure. DeCA continues to deliver 25 percent savings,
providing a valued benefit to over 15 million world-wide patrons.

Defense Commissary Agency
FY 2025 Agency Financial Report

11




DECA-AT-A-GLANCE

Established as a
Provisional Organization:

Formally Established:
Officially Activated:

Headquarters:

Fiscal 2025 sales:

Fiscal 2025 total revenue:
Fiscal 2025 operations cost:
Total employees:

Total authorized households:
Customer transactions:

Global presence:

Commissaries as of 30 Sep 2025:

May 15, 1990
Nov. 9, 1990
Oct. 1, 1991

1300 Eisenhower Avenue,
Fort Lee, VA 23801-1800
WWW.commissaries.com
www.facebook.com/YourCo

mmissary
www.twitter.com/TheCommi

ssary
www.youtube.com/DefenseC

ommissary

$ 4.8 billion
$ 5.1 billion
$ 1.6 billion
12,049

Approximately 8.3 million
74 million

13 countries, 2 U.S.
Territories

234

Defense Commissary Agency
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DeCA Mission

Deliver a vital benefit of the military compensation package that improves quality of life and
readiness by providing grocery items at significant savings.

DeCA Vision

To be THE grocery provider of choice for our eligible patrons — delivering a vital benefit
exclusively for our military community and their families.

DeCA Values

DeCA's values are defined by the concepts captured in the acronym "PASSION™ and
represent guiding principles intended to inspire us to take ownership of our performance and
behavior, make the right decisions, and ultimately define our culture and work behaviors.

Defense Commissary Agency 13
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Overview of DeCA
Organization and Mission:

The Defense Commissary Agency (DeCA or the Agency) is a component of the DoD
reporting to the Under Secretary of Defense for Personnel and Readiness. In 1989, the House
Armed Services Committee appointed the Jones Commission to analyze the commissary systems
(i.e., grocery stores or supermarkets) operated by the four military services. In order to provide
better service to military patrons at a lower cost, the Commission recommended consolidation of
the four separate commissary systems, which established DeCA on October 1, 1991.

From its headquarters at Fort Lee, Virginia, the Defense Commissary Agency (DeCA)
operates a worldwide commissary system that provides quality grocery products at substantial
savings to active-duty military personnel and retirees, members of the Reserve and National Guard,
and their families. The agency employs slightly more than 12,000 people and its annual sales
exceed $4.8 billion.

Five area offices provide localized management and support for the agency’s
commissaries. Three of these offices, East, Central, and West, manage stores in the continental
United States (US) and Puerto Rico. The other two area offices, Europe and Pacific, manage stores
in Europe, Africa and Asia. Within the operational areas, zone managers are responsible for 8 to
12 stores. Zone managers and assigned store directors jointly provide leadership and direction for
their stores, building positive customer service in each commissary.

DeCA also operates central distribution centers (CDCs) in Europe and the Pacific. Field
operating activities perform services for area operating elements and their commissaries, including
centralized purchasing of national-brand sales items.

The organizational structure of DeCA for fiscal year (FY) 2025 is shown in the following
chart:

Defense Commissary Agency 15
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2025 Highlights:

DeCA has maintained our unmodified opinion for FY2025. We were able to perform
accountable inventories at all 234 of our commissaries both in CONUS and OCONUS (via
contractors). We continue to improve cycle counts at store level to ensure our balance on hand is accurate.

DeCA is continually revising our Risk Management and Internal Control Program (RMIC)
to align with the yearly changes in the DoD priorities, as well as our internal changes in business
processes. Changes have been put into place in the areas of payroll accountability, property, plant
and equipment, and imputed cost reconciliation. The continued review and revision of our internal
controls allow DeCA to remain at the forefront of potential issues and sustaining an unmodified
opinion.

DeCA conducted an internal control assessment of the effectiveness of our Internal Controls
over Financial Reporting (ICOFR) for the following implementation areas: Budgetary Resources
(Appropriations Received, Accounts Payable, Accounts Receivable and Civilian Pay); Critical

Defense Commissary Agency 16
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Assets (Inventory, Personal Property, Cash and other Monetary Assets); and Other Long-Term
Liabilities (Federal Employee Compensation Act Liability and Foreign National Separation Pay
Liability). The assessment of the implementation areas was conducted in strict compliance with
the OMB Circular A-123, Appendix A, as directed by DoD guidance under the oversight of the
DeCA Senior Assessment Team.

Sources of Funds:

Within DeCA’s working capital fund (WCF), there are two activity groups - Commissary
Resale Stocks and Commissary Operations. DoD defines these two activity groups as business
areas for fund control purposes. Commissary Resale Stocks reflect the revenues from the sale of
products by the commissary stores. Products offered include groceries, meat, produce, dairy, health
and beauty aids, household products and pet supplies.

Commissary Operations finances the operating costs of commissaries, areas, and
headquarters activities. The primary revenue source for this activity group is a direct appropriation
to the Defense WCF, which in turn, is apportioned to the DeCA WCF. Specific costs include
civilian and military labor, service contracts, travel, transportation of commissary goods overseas
and other indirect support. DeCA received approximately $1.57 billion in appropriation transfers
during FY 2025.

Commissary Operations also received limited additional revenues from manufacturers’
coupon redemption fees, handling fees for tobacco products, and reimbursements for other support.

DeCA’s Surcharge Collections Trust Fund, which is part of the General Fund, is primarily
funded from the five percent surcharge applied to patron sales at the checkout counter.

The Surcharge Collections Trust Fund resources are used for store information technology,
maintenance and equipment, and the commissary construction program. The Fund does not receive
a direct appropriation.

Defense Commissary Agency 17
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Strategic Planning Framework

DeCA develops and structures its planning and performance process using the framework
provided in the Government Performance and Results Modernization Act (GPRAMA) (Public
Law 111-352) and the associated guidance in OMB Circular No. A-11, Part 6.

DeCA’s strategic planning process incorporates multiple planning tools such as Agency
Strategic Direction, Performance Plans and Strength, Weakness, Opportunities and Threats
(SWOT) analyses. We conduct quarterly data calls and metric reviews for performance
management that include an ongoing assessment of results of specific measures aligning to
strategic goals and objectives.

DeCA'’s Strategic Plan lays out the roadmap for the Agency’s validated vision and mission
for the future. DeCA’s Vision is “To be THE grocery provider of choice for our eligible
patrons — delivering a vital benefit exclusively for our military community and their
families.” DeCA strives to fulfill its mission to “Deliver a vital benefit of the military
compensation package that improves quality of life and readiness by providing grocery items
at significant savings.” The commissary benefit supports Service members and their families by
providing a safe grocery shopping environment with significant savings compared to civilian
supermarkets. The vision and mission are the driving forces behind our goals found in the Agency
2025-2029 Strategic Plan.

Strategic Planning:

DeCA established specific areas to create positive change, offer more opportunities for our
eligible patrons, improve their experience, and make the benefit stronger. DeCA’s approach
supports President Trump’s America First Priorities, particularly Make America Safe Again and
Secretary of War Hegseth’s Message to the Force calling for restoration of the force, rebuilding
our military, and reestablishing deterrence. In order to become “THE grocery provider of choice
for our eligible patrons,” the DeCA Strategic Plan identifies five Strategic Goals, supported by
Strategic Objectives with milestones, as the priority areas for improving the way we deliver the
benefit. The plan also documents and continues implementation of the DeCA strategic direction
for the future, focusing on fiscal years 2025-2029.
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The following chart shows those goals and their tasks and purposes:

(0]

Our Vision: “To be THE grocery provider of choice for our eligible patrons — delivering
a vital benefit exclusively for our military community and their families.”

Our Mission: “Deliver a vital benefit of the military compensation package that
improves quality of life and readiness by providing grocery items at significant savings.”

DeCA’s 5-Year FY 2025-2029 Strategic Plan — Our Strategic Goals. The goals are
managed by specific DeCA directorates responsible for movement and actions toward
strategic outcomes. These updated goals revolve around the following areas and outcomes:

Grow Sales: Deliver more savings by growing sales.

Task: To grow sales.

Purpose: To deliver more savings benefit, amplifying the appropriation 2X.

Develop Leaders — Build the Bench: Build leaders to run a Patron delighting grocery
business.

Task: To develop leaders and build the bench to run a Patron delighting grocery business
inside the DoD.

Purpose: Broaden our workforce to become more skilled and experienced.

Drive Accountability: Accountability for results and fiscal responsibility.

Task: Establish a culture of personal accountability and fiscal responsibility.

Purpose: Hold ourselves, our suppliers, our distributors, and our contractors more
accountable for results.

Lower Costs: Improve our efficiency and effectiveness so we can reinvest in savings and
the Patron experience.

Task: Improve our efficiency and effectiveness.

Purpose: Hold costs to inflation, lower the cost of doing business with DeCA so money
can be reinvested in savings and the Patron experience.

Modernize Business: Transform business infrastructure and the Patron’s shopping
environment and access (Infrastructure).

Task: Improve our business operations.

Purpose: Industry scaled solutions first, tailored to DeCA only when required by law.
Transform business infrastructure and the Patron’s shopping environment and access
(Infrastructure)

Strategic Direction

The Agency’s senior executives maintain a strategic thinking process that considers

impacts to DeCA in the near and long term. They have determined the Agency’s direction based
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on National Defense Authorization Acts (NDAA) and Department of Defense guidance, an
assessment of significant impacts, ongoing collaboration, discussions, and analysis. The Agency’s
goals reflect the top performance improvement priorities of leadership. Our strategic goals are
reevaluated annually to ensure they remain relevant to our environment, stay consistent with the
Agency’s mission, and continue to support the Department of Defense’s strategic priorities. Each
Strategic Goal has supporting objectives with performance measures that indicate achievement of
the desired end state.

DeCA continues to refine efforts to gain shopper insights and be sensitive to the
expectations of our patrons. We investigate rapidly changing technology that is a significant part
of the ways that our patron’s shop and communicate. Concepts were evaluated and have been
implemented as we partner with the 21% century shopper. Transforming the agency with
innovation is a primary focus, as shown by recent commissary programs such as online shopping
and payment, patron-focused initiatives, piloting of delivery services, etc.

Modernizing DeCA’s business systems and retail processes is a continuous process.
Continued modernization will take place in defined increments over time and will eliminate
redundant and costly legacy systems, improve business performance, and incorporate commercial
best practices. This is critical to the Agency’s future to ensure important capabilities such as
customer relationship management, multi-channel retailing and marketing, enhanced e-Commerce
capabilities, inventory optimization, and data accuracy and analytics that are available to ensure
ongoing relevancy.

The Agency’s quarterly performance reviews and other forums ensure further analysis of
investments and their data-based results to support subsequent decision-making.

Aligning Planning and Performance

DeCA’s Strategic Plan communicates the Agency’s overarching direction, while linking to
the annual Agency Performance Plan to establish performance measures used to assess our
progress. The FY 2025 Agency Performance Plan incorporates performance measures and targets
across three key areas: Patron Savings, Customer Satisfaction, and Sales. The results of the
Agency Performance Plan are monitored and assessed quarterly to enable data-based decision-
making. The Agency quarterly reviews also allow for executive and senior leadership discussions,
transparency of activities, and opportunities for course adjustments and improved outcomes. The
chart below displays the FY 2025 Agency Performance Plan’s three areas and associated goals.
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DeCA FY25 Performance Plan

DeCA High Level Strategic Measures: FY25 Goals
e

Patron Savings Customer Satisfaction Sales

Parameter (G) P
FY25-29 Goal| > 1% pelow baseline FY25-29 Goal| Parameter (G) FY25 Goal arameter (G)

0 A (=80) $4.875B Meet or exceed
25.0% (2240%) Grade of A DeCA's sales g°a|

Y: Within -2% to -.1% of DeCA's sales goal
R:> -2% of DeCA's sales goal

* Detailed information is included in the glossary

UNCLASSIFIED//FOR OFFICIAL USE ONLY (FOUO) 2

The DeCA Performance Plan supports the Agency’s 2025-2029 Director’s Strategic Plan
goals and outcomes and encompasses FY 2025’s results. The performance goals and measures
are provided for each performance element as follows:

e Patron Savings: The left metric depicts the percentage of patron savings achieved versus
the goal of 25 percent savings.

e Customer Satisfaction: The middle metric depicts DeCA’s current annual Customer
Satisfaction (CSAT) score based on Verint methodology; an “A” grade is any score above
the goal of 80.

e Sales: The right metric depicts DeCA’s current year sales results versus the FY 2025 goal.

Strategic Planning Risk Mitigation

The DeCA strategic planning process is designed to align its planning and performance
management processes to ensure successful implementation of the goals and objectives of the
commissary program. To mitigate risks in providing the commissary benefit to authorized patrons,
DeCA uses a repetitive performance review process that measures achievement of Agency
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strategic goals and outcomes. The performance goals and measures are reviewed, progress
assessed, and results reported quarterly and annually, including any adjustments as changes in
direction occur.

DeCA has continued to the trend of increasing sales year after year since the end of FY
2021 and continues to implement and refine programs aimed at bringing customers back to military
resale and growing the basket dollar value of commissary customers. This effort uses revenue
accelerators such as implementing delivery, increasing produce to 11% of sales, executing a
flawless Key Value Item (KVI) pricing strategy, selling fresh seafood in all stores, entering
categories that patrons expect to find in a grocery store, and conducting a thorough category
performance review.

However, commissaries continue to face risks that must continue to be mitigated moving
forward. Like all retail grocers, DeCA faces challenges from inflation, supply chain disruptions,
and a sustainable workforce as we compete for talent to operate our stores. DeCA sustained savings
of 25 percent through FY 2025 and will continue to deliver this to the extent our resources allow.
We continue our ongoing mission to deliver much-needed savings to all our eligible patrons and
ultimately achieve our vision: “To be THE grocery provider of choice for our eligible patrons.”
We must remain committed to providing healthy food options, clean and safe stores, expanded
operating hours, convenience, and premier customer service.

Financial Statement Summary

The Defense Commissary Agency (DeCA) Agency Financial Report provides a consolidated
presentation of the Working Captial Fund (WCF) and General Fund (GF). The report showcases
comprehensive financial and peformance data that demonstrates accountability and transparency
in the use of tax payer funds.

The financial statements were prepared to report the financial position and results of DeCA WCF
and GF operations. The financial statements and notes have been prepares from the financial
records of DeCA and following the guidance from the following appliable laws and regulations:

e Federal Managers’ Financial Integrity Act (FMFIA) of 1982

e Chief Financial Officers (CFO) Act of 1990

e Government Management Reform Act (GMRA) of 1994

e Federal Financial Management Improvement Act (FFMIA) of 1996

e Reports Consolidation Act of 2000

e Government Performance and Results Act (GPRA) Modernization Act of 2010

e Payment Integrity Information Act (PI1A) of 2019

e Office of Management and Budget (OMB) Circular A-136, Financial Reporting
Requirements

e OMB Circular A-123, Management’s responsibility for Enterprise Risk
Management (ERM) and Internal Control
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e OMB Circular A-11, Preparation Submission, and Execution of the Budget

The Agency Finacial Report consists for three sections:
e Management’s Discussion and Analysis (MD&A)

0 The MD&A is a high level overview of DeCA that includes DeCA’s
history, mission, and organizational strucutre. Additionally, it includes the
strategic performance goals and objectives and results; financial analysis;
management’s assurance on controls; system analysis; and compliance
with laws and regulations.

e Financial Section
e Other Information

DeCA’s Balance Sheet, Statements of Net Cost, Changes in Net Position, and Combined
Statements of Budgetary Resources (financial statements) have been prepared to report the
financial position and results of operations for the entity, pursuant to the requirements of Title 31,
United States Code (U.S.C.) 3515 (b). These financial statements have been prepared from
DeCA’s books and records in accordance with the formats prescribed by the OMB. These financial
statements are in addition to the financial reports used to monitor and control budgetary resources,
which are prepared from the same books and records. The financial statements should be read with
the realization that they are for a component of the U.S. Government, a sovereign entity. As such,
some liabilities cannot be liquidated without legislation that provides resources to do so.

DeCA’s financial statements are presented in a single year format consistent with OMB
guidance. The following section provides a brief description of each financial statement along with
relevant information that will aid the reader in understanding the financial components of DeCA.

The Balance Sheet presents the amounts available for use by DeCA (assets) against the
amounts owed (liabilities) and amounts that comprise the difference (net position).

Assets — On September 30, 2025, DeCA reported assets of $1.4 billion. Assets are the resources
available to pay liabilities or satisfy future service needs of the Agency. DeCA’s major categories
of assets, as a percentage of total assets, are as follows:
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Balance Sheet Assets as of September 30, 2025

m Property, Plant, & Equipment m Fund Balance with Treasury and Cash
= Inventory, net m Accounts Receivable and Other

<1%

The following charts present comparative data of major asset balances as of September 30,
2025 within DeCA’s funds along with discussions of significant information as needed.

Balance Sheet Assets as of September 30, 2025 ($ in 000's)

Accounts Receivable and Other

|
Inventory, net  |EEEG_—
) m Total
Fund Balance with Treasury and Cash [
Property, Plant, & Equipment |GG
$- $200,000 $400,000 $600,000 $800,000 $1,000,000
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Balance Sheet Assets as of September 30, 2025 ($ in 000's)

Accounts Receivable and Other I

e

GF

Fund Balance with Treasury and Cash _ = WCF

Property, Plant, & Equipment e

$- $100,000 $200,000 $300,000 $400,000 $500,000

Accounts Receivable and Other comprises less than 1 percent of DeCA’s current year
assets. These represent amounts primarily due from DeCA customers. Accounts receivable and
other balances are made up of WCF at 99 percent and GF with 1 percent.

Inventory, net represents 28 percent of DeCA’s current year assets and is comprised of
grocery, meat, and produce items held for resale to DeCA patrons. Inventory balances are made
up by 100 percent WCF.

Fund Balance with Treasury (FBWT) and Cash represents 57 percent of DeCA’s current
year assets. Funding is primarily made available through the U.S. Department of the Treasury
accounts from which DeCA makes expenditures to pay liabilities. FBWT also includes monies
generated from sales at commissaries that have been deposited to an authorized financial
institution. Cash consists of deposits that have been deposited in the authorized financial institution
but not yet processed and sales that were not yet recorded in the accountable period due to end of
month cutoffs in the accounting system. FBWT and Cash balances are split between the funds,
WCF 46 percent and GF 54 percent respectively.

Property, Plant and Equipment (PP&E), net represents 14 percent of DeCA’s current year
assets, and is primarily comprised of capitalized real and personal property held to fulfill DeCA’s
mission of selling groceries to its patrons. PP&E is split between the funds, WCF 34 percent and
GF 66 percent respectively.

Liabilities — On September 30, 2025, DeCA reported liabilities of $592 million. Liabilities are
probable and measurable future outflows of resources arising from past transactions or events. The
following chart displays DeCA’s major categories of liabilities as a percentage of total liabilities.
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Balance Sheet Liabilities as of September 30, 2025

B Accounts Payable B FECA Acturial Liability

 Accrued Payroll and Liabilities M Lease Liabilities

The following chart presents comparative data of major liability balances as of September
30, 2025 within DeCA’s funds along with discussions of significant information as needed.

Balance Sheet Liability Comparison ($ in 000's)

Accrued Payroll and Liabilities

FECA Acturial Liability*
M Total

Accounts Payable

I
L
w

0 100,000 200,000 300,000 400,000 500,000
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Balance Sheet Liability Comparison ($ in 000's)
Accrued Payroll and Liabilities
FECA Acturial Liability* M GF

H WCF

Accounts Payable

0 100,000 200,000 300,000 400,000

Accrued Payroll and Liabilities comprises 17 percent of DeCA’s current year liabilities
and includes liabilities for accrued payroll and benefits, foreign national separation pay and
accrued leave. Accrued Payroll and Liabilities are 100 percent WCF.

Federal Employees Compensation Act (FECA) Actuarial Liability comprises 16 percent of
DeCA’s current year liabilities and consists of DeCA’s expected liability for death, disability and
medical costs for approved workers compensation cases as well as a component for incurred, but
not reported claims. The Department of Labor (DOL) calculates the liability for the DoD, who in
turn allocates a proportionate amount to DeCA based upon actual workers’ compensation
payments to DeCA employees over the preceding three years. Federal Employees Compensation
Act (FECA) Actuarial Liability is 100 percent WCF

Accounts Payable comprises 64 percent of DeCA’s current year liabilities and consists of
DeCA'’s liability for goods and services delivered or received but not paid prior to year-end.
Accounts payable is split between the funds, WCF 90 percent and GF 10 percent respectively.
Additionally, Accounts Payable consists of payment made to other government activities 16
percent and other than governmental activities 84 percent.

Lease Liabilities comprises 3 percent of DeCA’s current year liabilities and includes
liabilities for right-to-use lease assets comprising of equipment and vehicles. Lease liabilities are
split between the funds, WCF 57 percent and GF 43 percent.

Statements of Net Costs

The Statement of Net Cost represents the annual cost of operating DeCA programs. The
gross costs for DeCA less the earned revenue from grocery sales and other revenue sources are
used to derive DeCA’s net cost of operations. DeCA’s gross costs are primarily accounted for in
the three major activity groups of DeCA:
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e Surcharge Collections Trust Fund includes the costs to construct and remodel commissary
facilities and to purchase and maintain computer systems and equipment at the store level;

e Commissary Operations includes the associated payroll and operational costs necessary to operate
the commissary system; and

e Commissary Resale Stocks includes the costs to purchase resale inventory.

The chart below compares the gross costs between the three major DeCA activity groups.

Program Costs Comparisons ($ in 000's)

Surcharge Collection Trust Funds

Commissary Operations

Commissary Resale Stocks

0 2,000,000 4,000,000 6,000,000

Statements of Changes in Net Position

The Statements of Changes in Net Position represents those accounting transactions that
caused the net position of the balance sheet to change from the beginning to the end of the reporting
period. Various financing sources increase net position, including appropriations transfers and
imputed financing from costs paid by other Federal Agencies. DeCA’s net cost of operations
serves to reduce net position. DeCA’s net position decreased by $9 million, 1.08 percent as a result
of net cost of operations.

Statements of Budgetary Resources

This statement provides information on the budgetary resources available to DeCA for
fiscal year 2025 and the status of budgetary resources at year-end. The outlays reported on this
statement reflect the actual cash disbursed for the year by Treasury for DeCA’s obligations. The
budgetary resources remained relatively consistent when compared to prior year balances.
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Limitations of the Financial Statements

DeCA prepared its financial statements to report its financial position and results of operations,
pursuant to the requirements established by the DoD to comply with the Chief Financial Officers
Act of 1990 and the Government Management Reform Act of 1994.

While DeCA'’s financial statements have been prepared from its books and records in
accordance with U.S. generally accepted accounting principles, the financial statements are, in
addition to the financial reports, used to monitor and control budgetary resources, which are
prepared from the same books and records.

These financial statements should be read with the understanding that they are for a
component of the U.S. Government, a sovereign entity. The U.S. Congress cannot liquidate
liabilities not covered by budgetary resources without the enactment of an appropriation, and the
Federal Government, other than for contracts, can abrogate payment of all liabilities.

Analysis of Systems, Controls and Legal Compliance

DeCA utilizes three separate accounting systems: Accounting Information and
Management System (AIMS), Defense Agencies Initiative (DAI), and Standard Army Financial
System (STANFINS) deemed critical to financial reporting and financial control.

AIMS - AIMS application maintains the physical inventory of groceries/value of sales/ inventory
ledger account for each store. AIMS maintains a history of all financial transactions sent
electronically to the financial accounting system; STANFINS, supporting our contracting and
financial processes. AIMS transmits financial transactions to the DoD accounting system,
STANFINS and generates store inventory accounts. AIMS also interfaces with the Defense
Finance and Accounting Service (DFAS) systems to facilitate collection of funds and vendor
payment. AIMS tracks anything that adjusts the inventory within a store — the total value within a
single commissary.

DAI - is an enterprise system dedicated to addressing financial management improvements
through standard end-to-end business processes delivered by Commercial Off the Shelf (COTS)
software. DeCA relies on DAI for commissary operations and surcharge (non-resale business).
Currently, DAI provides Budget-to-Report, Proposal-to-Reward, Cost Management, Order-to-
Cash, Procure-to-Pay, Acquire-to-Retire, and Hire-to-Retire (including the DAI-Oracle Time and
Labor module) capabilities for Fourth Estate organizations (i.e., Office of the Secretary of Defense
(OSD), Defense Agencies, and DoD Field Activities).

STANFINS - The STANFINS is a mainframe computer-based financial management system that
processes accounting transactions. DeCA relies on STANFINS for resale business transactions.
System-generated financial and statistical reports support the administration and control of the
collection and disbursement of appropriations for the Army. STANFINS performs Army
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accounting transactions and reports to the offices under the DoD-wide Accounting. STANFINS
operates on a mainframe system architecture environment using an IBM Z Operating System. Job
Control Language (JCL) processes the Common Ordinary Business Oriented Language (COBOL)
based software applications. DISA platform host the STANFINS mainframe modules. STANFINS
is DeCA’s general ledger for both CONUS and OCONUS locations.

Transformation efforts are underway for new system implementations and continue to be
the forefront of DeCA’s financial management improvement strategy. These efforts will enhance
the integration of business processes, systems, and financial reporting to eliminate errors and
ensure financial data is secure and auditable.

OMB Circular A-123, Managements Responsibility for Internal Controls over
Financial Reporting, Appendix A

OMB Circular A-123, Appendix A is fully implemented throughout DeCA. In FY 2025,
154 key controls were evaluated and assessed for effectiveness. Of those key controls, 81 percent
were operating effectively, 8 percent of the controls were effective with exceptions, and 11 percent
were determined ineffective. The key controls determined ineffective are under review to assess
the risk and materiality to the agency before determining if any corrective actions are necessary.
In addition to the 154 key controls, there were 83 Complimentary User Entity Controls (CUECs)
tested this year. The results found 70 CUEC controls operating effectively.

Defense Commissary Agency 30
FY 2025 Agency Financial Report



DEFENSE COMMISSARY AGENCY
HEADQUARTERS AND SUPPORT CENTER
1300 EISENHOWER AVENUE
FORT LEE, VIRGINIA 23801-1800

October 15, 2025

MEMORANDUM FOR: OFFICE OF THE UNDERSECRETARY OF DEFENSE,
(COMPTROLLER) (OUSD(C))
DEPUTY CHIEF FINANCIAL OFFICER

FROM: John E. Hall, Director, Defense Commissary Agency

SUBJECT: Annual Statement of Assurance Required Under the Federal Managers’ Financial
Integrity Act for Fiscal Year 2025

As Director of the Defense Commissary Agency (DeCA), I recognize DeCA is
responsible for managing risks and maintaining effective internal control to meet the objectives
of sections 2 and 4 of the Federal Managers’ Financial Integrity Act (FMFIA) of 1982. DeCA
conducted its assessment of risk and internal control in accordance with the Office of
Management and Budget (OMB) Circular No. A-123, “Management’s Responsibility for
Enterprise Risk Management and Internal Control,” and the Green Book, Government
Accountability Office (GAO) 14-704G, “Standards for Internal Control in the Federal
Government.” Based on the results of the assessment, DeCA can provide assurance, except for
the three Significant Deficiencies (SDs), one of which is for noncompliance, reported in the
“Significant Deficiencies and Material Weaknesses Template™ that internal controls over
operations reporting and compliance are operating effectively as of September 30, 2025.

DeCA conducted its assessment of the effectiveness of internal controls over operations
in accordance with OMB Circular No. A123, the GAO Green Book, and the FMFIA. Based on
the results of the assessment, DeCA can provide reasonable assurance that internal controls over
operations and compliance are operating effectively as of September 30, 2025.

DeCA conducted its assessment of the effectiveness of internal controls over reporting
(including internal and external financial reporting) in accordance with OMB Circular No. A-
123, appendix A. The Internal Control Evaluation (appendix C) section, provides specific
information on how DeCA conducted this assessment. Based on the results of the assessment,
DeCA can provide assurance, except for the two SDs reported in the “Significant Deficiencies
and Material Weaknesses Template” that internal controls over reporting (including internal and
external reporting) and compliance are operating effectively as of September 30, 2025.

DeCA also conducted an internal review of the effectiveness of the internal controls over
the integrated financial management systems in accordance with FMFIA and OMB Circular No.
A- 123, appendix D. Based on the results of this assessment, DeCA can provide assurance,
except for the one nonconformance reported in the “Significant Deficiencies and Material
Weaknesses Template,” that the internal controls over the financial systems are in compliance
with the FMFIA, section 4; FFMIA, section 803; and OMB Circular No. A-123, appendix D, as
of September 30, 2025.

Your Commissary ... It's Worth the Trip!
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DeCA has conducted an assessment of entity-level controls including fraud controls in
accordance with the Green Book, OMB Circular No. A-123, the Payment Integrity Information
Act of 2019, and GAO Fraud Risk Management Framework. Based on the results of the
assessment, DeCA can provide reasonable assurance that entity-level controls including fraud
controls are operating effectively as of September 30, 2025.

DeCA is hereby reporting that no Anti-Deficiency Act (ADA) violations have been
discovered or identified during our assessments of the applicable processes or ADA violations
have been discovered or identified during our assessments of the applicable processes.

DeCA demonstrates commitment to upholding the prescribed guidelines, legal
obligations, and business requirements when exercising the Presidential Drawdown Authority

(PDA).

If there are any questions regarding this statement of assurance for FY 2025, my
point of contact is Mrs. Rosie Leonard-Greer and can be reached at 804-734-8000, ext.
48622 or Rosie.Leonard-Greer@deca.mil.
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FY 2025 Test Results

154 Test Performed  m 125 Effective (81%)
12 w/ Exceptions (8%) m 17 Ineffective (11%0)

Management Assurance

DeCA is committed to ensuring the integrity of their systems and controls as well as
compliance with applicable laws and regulations. The Federal Managers’ Financial Integrity Act
of 1982 (FMFIA) requires federal agencies to evaluate and report on the effectiveness of the
organization’s internal controls to support effective and efficient operations, reliable financial
reporting, and compliance with applicable laws and regulations. DeCA conducted its assessment
of the effectiveness of internal controls over operations in accordance with OMB Circular No. A-
123, the GAO Green Book, and the FMFIA. Based on the results of this assessment, DeCA can
provide reasonable assurance that internal controls over operations and compliance are operating
effectively as of September 30, 2025.

Additionally, DeCA conducted its assessment of the effectiveness of internal controls over
reporting (including internal and external financial reporting) in accordance with OMB Circular
No. A-123, Appendix A. Based on the results of the assessment, DeCA can provide assurance,
except for the two Significant Deficiencies reported in the Significant Deficiencies and Material
Weaknesses Template that internal controls over reporting (including internal and external
reporting) and compliance are operating effectively as of September 30, 2025.

Defense Commissary Agency 33
FY 2025 Agency Financial Report



DeCA also conducted an internal review of the effectiveness of the internal controls over
the integrated financial management systems in accordance with FMFIA and OMB Circular No.
A-123, Appendix D. Based on the results of this assessment, can provide assurance, except for the
one nonconformance reported in the Significant Deficiencies and Material Weaknesses Template
that the internal controls over the financial systems are in compliance with the FMFIA, Section 4;
FFEMIA, Section 803; and OMB Circular No. A-123, Appendix D, as of September 30, 2025.

DeCA conducted assessments of entity-level controls including fraud controls IAW the
Green Book, OMB Circular No. A-123, the Payment Integrity Information Act of 2019, and GAO
Fraud Risk Management Framework. Based on the results of the assessment, DeCA can provide
reasonable assurance that entity-level controls, including fraud controls, are operating effectively
as of September 30, 2025.

FFEMIA requires the Department of Defense (DoD or Department) to implement and
maintain systems that comply substantially with Federal financial management system
requirements, applicable Federal accounting standards, and the United States Standard General
Ledger (USSGL) at the transaction level. DeCA’s legacy financial systems are not compliant with
federal financial management system requirements and the USSGL at the transaction level. To meet
these requirements, DeCA, jointly with the DoD, is actively working on improving the system-wide
architecture to ensure compliance with FFMIA. These remediation activities are underway as
DeCA is in the process of implementing a new system allowing for future migration to a fully
transparent and integrated financial business resale system. DeCA's proposed timeline for
transition to Enterprise Business System, TDD, and DAI GL pass-through is 30 September, 2026.
Once these are complete, DeCA will be on two end-to-end business enterprise systems that provide
the ability to report within the USSGL and Standard Financial Information Structure (SFIS)
compliance requirements.

The chart on the following page illustrates the results of the FY 2025 Risk Management and
Internal Control (RMIC) program. Testing results outline the three areas of internal controls (1)
Internal Controls over Operations (ICO); (2) Internal Controls over Financial Reporting (ICOFR);
and (3) Internal Controls over Financial Systems (ICOFS):
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Legal Compliance

The Anti-Deficiency Act (ADA), which is codified in 31 U.S.C. 881341(a) (1), 1342, and
1517(a), stipulates that federal agencies may not obligate or expend funds in excess of the amount
available in an appropriation, or fund, or in advance of appropriations; accept voluntary services
on behalf of the Federal Government or employ personal services in excess of that authorized by
law, except as it may be necessary in emergencies involving the safety of human life or the
protection of property; or obligate, authorize, or expend funds that exceed an apportionment or
amount permitted by a regulation prescribed for the administrative control of an appropriation.

An ADA violation is a serious matter as it represents a violation of a federal statute. A
federal employee who violates the ADA may be subject to administrative sanctions (such as
suspension from duty without pay or removal from office) and/or penal sanctions (such as fines or
imprisonment). Confirmed ADA violations are reported to the President of the United States
through the Director of the OMB, Congress, and the Comptroller General of the United States.

During FY 2025, DeCA had no Anti-Deficiency Act violations discovered/identified
during our assessments of the applicable processes.
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Performance Management Results

DeCA uses an Agency performance process that measures achievement of the Agency’s
high-level strategic goals and targeted outcomes. This approach brings together key management,
financial, and nonfinancial performance measures that allow DeCA to clarify Agency vision and
strategic direction. We conduct quarterly data calls and metric reviews that assess the progress
toward achieving the goals, objectives, and initiatives of our Strategic Plan. The Agency’s overall
performance for FY 2025 is summarized below.

Performance Element FY 2025 Goal FY 2025 Actual
Cistomar Savings
Costamer Slstctn
Projected Sales $4.875B $4.831B
Projected Transactions 69,450,487 73,411,909

Customer Savings: The projected percentage of patron savings was revised to 25.0
percent savings as of FY 2023. The Customer Savings results were rebase-lined for FY 2023 and
beyond, using a revised methodology to measure patron savings which builds on DeCA’s prior
approach by incorporating a market basket component of items with local competitor comparisons
of the items. The FY 2025 annual global savings result is 25.2 percent, which exceeded the
baseline goal of 25.0 percent.

Customer Satisfaction (CSAT) Score: Customer Experience Purchaser Surveys provide
real-time customer service feedback through the use of the ForeSee survey platform and scoring
methodology. The ForeSee framework modeling analysis uses a structural equation algorithm to
evaluate customers' post-experience thought processes to examine how well the experience fulfilled
the user's needs or desires; met the user's expectations; and compares to a hypothetical ideal
experience for the user. This modeling analysis is used to derive an overall customer satisfaction
score (CSAT) and replaced the former annual Commissary Customer Service Survey (CCSS) after
FY 2023. The CSAT results for FY 2025 are 87.8, which is above the target of > 80.

Projected Sales and Transactions: These measures compare the Agency’s projected
sales and transactions goals to results. DeCA continues to implement and refine programs aimed
at bringing customers back to military resale and growing the basket dollar value of Commissary
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customers. This effort uses revenue accelerators such as implementing delivery, increasing
produce to 11% of sales, executing a flawless Key Value Item (KVI) pricing strategy, selling fresh
seafood in all stores, entering categories that patrons expect to find in a grocery store, and
conducting a thorough category performance review. FY 2025 sales results are $4.831B, an
increase of 0.9% above last year’s sale figures but below the target goal of $4.875B. FY 2025
customer transaction results are 72,132,746, 3.9% above the prior year results of 69,450,487. This
slightly negative trend was caused by the closure of Forest Glen Commissary for all of FY 2025
and by the partial FY 2025 closure of the Mitchel Field Commissary.

Continuous Process Improvement & Change Management

DeCA continued its Continuous Process Improvement (CPI) program in FY 2025 through
training, mentorship and coaching, and project analysis and execution. During the year, CPI
practitioners conducted several mentoring sessions in order to facilitate the certification of Black
Belt candidate topics for facilitating and coaching CPI teams for various initiatives. The FY 2025
Agency CPI process identified cost avoidance areas and reduction of process cycle times for
various project areas and process improvement efforts comprising the following areas: working
with MP to highlight Joint Business Planning tasks within the category review process for more
standardization and efficiencies; item allocation process streamlining; pricing execution
improvements; creation of a food traceability process; fresh fruits and vegetables improvements
by tiger teams; internal communication process improvements within the Agency; identifying
safety and engineering improvements for further action; and EBS 2.0 planning. Additionally, the
Agency re-enforced procedures in Director's Policy DP-500-40, Continuous Process
Improvement, during project meetings and maintained a project repository of all CPI efforts.

DeCA’s Change management (CM) strategies assist in articulating the rationale behind
process improvements, linking them to strategic objectives, and gaining leadership support and
commitment. Aligning with strategic objectives emphasizes the importance of aligning CPI efforts
with broader organizational goals and strategies to maximize impact and ensure sustainability.
Understanding CM within the context of CPI refers to the structured approach used to plan,
communicate, and implement changes in processes, systems, and behaviors. It focuses on
minimizing resistance, maximizing employee engagement, and ensuring improvements are
embraced throughout the organization. Effective CM is crucial in overcoming resistance to
change, a common barrier in CPI initiatives. By involving stakeholders early, communicating
transparently, and addressing concerns proactively, organizations can foster a culture of
acceptance and readiness for change.

Innovation

DeCA’s Innovation Program provides employees with multiple opportunities to share
ideas, present solutions, and collaborate to find new efficiencies in commissary operations. The
Improve DeCA’s Efficiency and Service (IDEAS) program recognizes and rewards employees for
suggestions that contribute to the efficiency, economy, and effectiveness of DeCA operations.
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DeCA’s “IDEATION” platform is an online discussion forum that facilitates in-depth
conversation among Agency employees, allowing them to connect from across the Agency and
collaborate on process improvements and best practices. This internal communication tool
provides all DeCA employees a platform to voice suggestions and participate in organizational
improvements. Along with collaborative idea sharing and process improvement suggestions, the
forum promotes greater job satisfaction, strengthens culture, and enhances overall organizational
effectiveness.

To address evolving strategic and operational needs, the DeCA Director utilizes the
Director's Innovation Challenge to solicit solutions for key agency challenges directly from the
workforce. Once the challenge is complete, the Director reviews all vetted submissions and selects
awinner. The Innovation Challenge is a merit-based program, and winners are rewarded for their
implemented ideas.

Summary

DeCA values its role in providing a benefit that enhances the quality of life and readiness
of our military community. Embedded in our goals is the focus on building sales and offering
savings while collaborating with the entire military resale community. We continue to step up our
technology capabilities to ensure we have the right products at the right price at the right time on
well-stocked shelves. As a good steward of this core readiness support element and valued part of
the military benefit, it is essential to strengthen a performance-driven, results-focused, agile, and
accountable Agency. Efforts to continually refine our processes and culture will translate to
improved results and continued relevance for our stakeholders. We are focused on offering the
best savings possible to all our authorized customers and maintaining the relevance of the
commissary benefit for years to come.
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Message from the
Chief Financial Officer

It is my pleasure to present the Fiscal Year (FY) 2025 Agency Financial Report (AFR) with
accompanying Financial Statements and Footnotes for the Defense Commissary Agency (DeCA). This
report reflects the accountability and transparency associated with prudent financial and fiscal
stewardship. Throughout it all, we diligently focused on delivering the critical benefit to our military
families and other authorized patrons as we remain laser focused on our vision, “To be THE grocery
provider of choice for our eligible Patrons — delivering a vital benefit exclusively for our military
community and their families.”

During FY 2025, our team has showcased exceptional agility, consistently providing the necessary
expertise and resources to uphold our unmodified opinion. The DeCA Resource Management (RM)
team remains steadfast in fostering a culture of efficiency, always through a patron-focused lens as we
prepare for the upcoming fiscal year. Key accomplishments for the RM team this fiscal year include:

Continued to partner with the Defense Health Agency (DHA) to provide Women, Infants and Children
Overseas (WICO) benefits to our Overseas patrons. While efforts to transition the WICO process to E-
WIC progress, we’ve continued to manually issue vouchers with 30-day extensions. The transition to E-
WIC is expected to occur within the first quarter fiscal year 2026.

Progressed toward full G-Invoicing implementation. Currently, OCONUS oversees 98 agreements, of
which 45 were approved in FY2025. 43 agreements are actively progressing toward finalization.
CONUS oversees 180 agreements, of which 48 were approved in FY2025. 39 agreements are actively
moving toward finalization. In FY2026, the total number of agreements will be reduced due to the
approval of an Enterprise Level Agreement (ELA) with the Defense Logistics Agency (DLA) and an
ELA with the Installation Management Command (IMCOM). These initiatives will reduce the total
number of agreements by 35%.

Executed the first local Europe contract for the physical store inventories resulting in a cost savings of
$800K compared to the previous year’s world-wide contract. Execution of the local contact resulted in
utilization of less hours for store counts and a significant process improvement.

Created a risk management assessment for the Standard Automated Voucher Examination System
(SAVES) in accordance with the Office of the Under Secretary of Defense memorandum that
required all Department of Defense agencies to conduct risk assessments for all payment systems.
Strategic coordination with our Office of the Under Secretary of Defense (Comptroller) and Defense
Finance Accounting Service (DFAS) partners enabled DeCA to provide the detailed process, including
invoice and receipt generation, internal controls, and transmission of the payment files to DFAS. The
review determined that the potential for fraud related to SAVES was low.

Our valued patrons, dedicated employees, visionary leadership, and committed stakeholders
remain at the heart of sustaining the long-standing commissary benefit. We are devoted to ensuring the
continuation and enhancement of this benefit by employing robust financial management practices and
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delivering high-quality financial data to inform strategic decisions. As we look ahead, our team’s
exceptional dedication and efforts make me immensely proud to serve as DeCA’s Acting Chief Financial
Officer. Moving forward, we are unwavering in our commitment to provide unparalleled support,
ensuring our deserving patrons can continue to enjoy their commissary benefit.

LEONARD-GREER.ROSIE.MA RIE.1112028311

Digitally signed by LEONARD-GREER.ROSIE.MARIE.1112028 311
Date: 2025.12.09 08:31:28 -05'00'

Rosie Leonard-Greer
Acting Chief Financial Officer
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Summary of Financial Statement Audit and Management Assurances

Table 1: Summary of Financial Statement Audit

Audit Opinion

Unmodified

Material Weaknesses

Beginning Balance

New |Resolved |Consolidated

Ending Balance

NONE 0 0 0 0 0
Audit Opinion Unmodified

Beginning
Significant Deficiencies Balance New |Resolved [Consolidated Ending Balance
Item 1 Inventory 1 0 0 0 1
Item 2 Fund Balance With
Treasury 1 0 0 0 1
Item 3 Obligations 1 0] 0 1
Total Significant Deficiencies 2 1 0 0 3
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Table 2: Summary of Management Assurances

Effectiveness of Internal Control over Financial Reporting (FMFIA 2)

Statement of Assurance | Unmodified

Material Weaknesses Beginning Balance [New Resolved |Consolidated [Reassessed |Ending Balance
NONE 0 0 0 0 0 0

Total Material Weaknesses 0 0 0 0 0 0

Effectiveness of Internal Control over Operations (FMFIA 2)

Statement of Assurance Unmodified

Material Weaknesses Beginning Balance [New Resolved [Consolidated |Reassessed |Ending Balance
NONE 0 0 0 0 0 0

Total Material Weaknesses 0 0 0 0 0 0

Conformance with Federal Financial Management System Requirements (FMFIA 4)

Statement of Assurance Federal Systems conform, except for DeCA's Resale Accounting system does not
comply with the Federal Financial Management Improvement Act of 1996.

Material Weaknesses Beginning Balance [New Resolved [Consolidated |Reassessed |Ending Balance
Item1 1 0 0 0 0 1
Total Material Weaknesses 1 0 0 0 0 1
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Management Challenges

In FY 2025 the DoD Office of the Inspector General issued the following top DoD Management and Performance
Challenges:

Increasing Military Readiness

Strengthening the Capabilities and Capacities of Allies and Partners
Protecting Defense Critical Infrastructure

Improving Financial Management

Improving Quality of Life for Military Families

Building the Future Force

o g NP

DeCA does not have a statutory Inspector General’s office.

Payment Integrity

The Payment Integrity Information Act of 2019 (PIAA) (Pub. L. 116-117), requires Agencies to review and
assess all programs and activities they administer and identify those determined to be susceptible to significant
improper payments (Ips), estimte the annual amount of Ips, and submit those estimates to Congress. In
accordance with DoD 7000.14-R FMR, Volume 4, Chapter 14, Improper Payments, DoD components that
entitle (i.e. process or compute) paments conduct risk assessments of their payment processes and random post-
payment reviews to estimate IPS.

The OUSD(C) Accounting & Finance Policy Directorate (A&FP) complies the Department-wide results
annually as part of DoD’s AFR. As DeCA’s Service Provider, DFAS entitles payments and provides the results
of post-payment reviews to OUSD(C) A&FP on behalf of its customers. OMB Circular A-123. Appendix C
defines an IP as any payment that should not have been made or that was made in an incorrect amount
(including overpayments and underpayments) under statutory, contractual, administrative, or other legally
applicable requirements. IT includes duplicate payments, and any payments made to an ineligible recipient, and
payment for an ineligible good or service, any payment for a good or service not received (except for such
payments where authorized by law), and any payment that does not account for credit of applicable discounts.
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ADA
AFR
ARTS

CCSS
CDC
CEO
CFO
CMO
CONUS
CPI
CSAT
CSRS
CUEC
DAI
DeCA
DFAS
DHA
DoD
DOL
DSD
ELA
FBWT
FASAB
FECA
FEGLI
FEHB
FERS
FFMIA
FMFIA
FY

Glossary of Acronyms

Anti-Deficiency Act
Agency Financial Report
Advanced Resale Technology Suites

Commissary Customer Service Survey
Central Distribution Center

Chief Executive Officer

Chief Financial Officer

Change Management Office

Continental United States

Continuous Process Improvement
Customer Satisfaction Survey

Civilian Service Retirement System
Complimentary User Entity Controls
Defense Agencies Initiative

Defense Commissary Agency

Defense Finance & Accounting Service
Defense Health Agency

Department of Defense

Department of Labor

Direct Store Delivery

Enterprise Level Agreement

Fund Balance with Treasury

Federal Accounting Standards Advisory Board
Federal Employees Compensation Act
Federal Employees Group Life Insurance
Federal Employee Health Benefits
Federal Employees Retirement System
Federal Financial Management Improvement Act of 1996
Federal Managers’ Financial Integrity Act

Fiscal Year
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GAO - Government Accountability Office

GF - General Funds

GPRAMA - Government Performance and Results Modernization Act
ICOFR - Internal Controls over Financial Reporting

ICOFS - Internal Controls over Financial Systems

IDEAS - Improve Defense Commissary Agency’s Efficiency and Service
vV - Journal Voucher

KVI - Key Value Iltem

NDAA - National Defense Authorization Act

OMB - Office of Management and Budget

OPM - Office of Personnel Management

OSsD - Office of the Secretary of Defense

ousb - Office of the Under Secretary of Defense

PIIA - Payment Integrity Information Act

PP&E - General Property, Plant & Equipment

P&R - Personnel & Readiness

RMIC - Risk Management and Internal Control

Program RSI — Required Supplemental Information

SBR - Statement of Budgetary Resources

SFIS - Standard Financial Information Structure

SFFAS - Statements of Federal Financial Accounting Standards
SWOT - Strength, Weakness, Opportunities and Threats
Treasury -— United States Department of the Treasury

us - United States

U.S.C. - United States Code

USAF - United States Air Force

USMC - United States Marine Corps

USSGL - United States Standard General Ledger

WCF - Working Capital Fund
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