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Openi ng Remar ks

Chai rwonman Davi s, Ranking Menber WIlson, and Mlitary
Personnel Subconm ttee nenbers, | am pleased to report that the
Navy continues to provide world-class Mrale, Wlfare and
Recreation (MAR) prograns to our Sailors and their famlies.
Navy MAR and Child and Youth Programs (CYP) have devel oped and
enhanced a wi de array of outstanding prograns in 2008 to neet
the needs of our Sailors and their famlies.

MAR i s everywhere Sailors and their famlies are stationed
or depl oyed, providing a diverse array of programs vital to
their norale and well being. To the people we serve, MAR could
be a place to workout, enjoy sone quiet time, read, watch a
novi e, enjoy world-class entertainnment, or grab a bite to eat.
It mght be where they can |leave their children while they are
on duty, knowi ng that they are safe and in good hands, or where
t hey know they can get a good deal on their leisure travel
needs. \Watever the service they use, our patrons know t hat MAR
is focused on taking good care of them

Overvi ew

During the past year, MAR has placed particular focus on
famly-oriented progranms with significant growh in CYP and
general recreation prograns that appeal to famly nenbers. W
have 78 famly fitness areas operating in fitness centers at
nost of our major installations. A Navy-w de dynam c youth
fitness programcalled “Fit Factor” has been inpl enented that
encour ages our youth to devel op and apply good nutrition and
exercise habits. Respite child care is now being offered to
famlies of deployed Sailors and we continue to provide 24/7
child care for shift workers and wat chstanders. W are al so
installing Mobile Learning Centers (MCs) funded through the
Nat i onal Defense Authorization Act (NDAA) authority that you
provided to the Services last year. This authority has enabl ed
us to begin installing up to 60 M.Cs over the next two years to
hel p address current as well as energi ng demands. This
coommitment wll have a direct and positive bearing on the
readi ness of the Navy famly.

We have continued to expand the Navy's “Fitness for Life”
prograns for all ages. MAR has taken on an essential training
role in supporting the Navy' s Physical Readi ness Program and
i npl enented a test program for personnel over age 40 in NorfolKk,
San Di ego and Pearl Harbor. W continue to devel op and



i npl enment i nnovative support prograns for our Sailors wherever
they may be, as well as for our wounded warriors. MAR is proud
to serve our Sailors and their famlies, and we are gratified
that our efforts contribute in some way to their readi ness and
happi ness.

MAR continues to operate on a solid financial footing,
despite chall enges. MAR appropriated funds (APF) are provided
t hrough the Base Operating Support (BOS) budget line in the
Oper ations and Mai ntenance (O%\M account. The funding
envi ronnment continues to challenge us to seek efficiencies while
providing increasingly inportant MAR prograns for the Navy
famly.

Wunded Warrior Initiatives

To address the needs of wounded warriors nore effectively,
MAR prof essionals at key |l ocations are receiving val uabl e
training fromthe National Institute for Recreation Inclusion at
Pennsyl vania State University to |earn how to support these
deserving service nmenbers’ unique recreational needs. W are
especially grateful to the Ofice of the Secretary of Defense
(OSD) Personnel and Readi ness prograns for reaching out to
organi zati ons such as the National Recreation and Park
Associ ation, Arned Forces Recreation Society, and Penn State
University in support of this inportant aspect of our program
Such effort on their part and comruni cation at the Navy deck
pl ate |l evel ensures visibility of our conmunity needs inside and
out side the fence |ine.

MAR support is being provided for severely injured service
menber s throughout the Navy. Innovations in this area were
enhanced at 17 locations by the distribution of nore than
$100,000 in grants for inclusive progranms, such as fly fishing
trips, golf clinics and specialized recreation gear.

The bowl i ng program staff at several installations
participated in training sessions on inclusive bowing to
increase availability of prograns for wounded warriors at
Nati onal Naval Medical Center Bethesda and other |ocations. In
addition, we participated with the Bowing Salutes Anerica’s
Tr oops canpai gn sponsored by the Bowl ers to Veterans Link
organi zation, by delivering portable carpet bowing |lane kits to
shi ps and canps in Irag and Af ghani st an.



The Navy MAR Gol f Program achi eved 100 percent conpli ance
wi th congressional |egislation and OSD direction to provide
specialized golf carts for disabled golfers to play at all Navy
golf courses. Fifty-two single rider carts were delivered to
Navy gol f courses worl dwi de. To assist our wounded warriors,
golf clinics were devel oped and hosted at several of our
facilities. Wunded warriors are also being introduced to the
gane of golf. Wth support fromthe United States Col f
Association, a new “Train the Trainer” programwas initiated to
enhance the abilities of all of our golf instructors when
wor king with any di sabled golfer, and this programwas offered
at Navy gol f courses at Seal Beach, CA and San D ego, CA
Vol unteers, in addition to the golf professional staffs, were
used to provide one-on-one instruction. At Seal Beach, the
clinic opened with a cerenonial color guard and a grand
wel com ng of the wounded warriors when they arrived at the
cour se.

Commander Navy Installations Conmand (CNIC) and Navy Safe
Har bor have established a working group to effectively identify
resources and prograns best suited to aid the seriously wounded,
ill and injured. The Navy will continue to work closely with
OSD to ensure we are providing a well-planned programthat
supports these heroes in every way possible.

| ndi vi dual Augnentees (1A

MAR continues to provide quality-of-life support to Navy I A
personnel and their famlies prior to, during, and follow ng
depl oynents. For exanple, as a result of a teameffort between
CNIC and the Arny, | As have access to Internet and wrel ess
connectivity at training facilities. Additionally, fitness
equi pnent, recreation deploynent kits, various el ectronic gane
systens (e.g., Xbox 360 and Wi), flat-screen televisions,
satellite TV service and portable 8mm novi e systens have been
delivered. The type of support provided to IAs is simlar to
what is typically available to Navy personnel aboard ships and
at al nost every shore installation. The positive reception of
this program by our | As continues to be very gratifying.

Navy Entertai nment Program

The Navy Entertai nment Program continued its offerings of
qual ity performances ashore and afl oat. Musicians, conedi ans,
and specialty perforners such as the Harl em d obetrotters and
vari ous NFL cheerl eaders were contracted to performon 27 ships



at sea and at our forward deployed installations. MAR al so
organi zed a gl obal talent conpetition for some of our nusically
i nclined Navy personnel in a partnership with the National
Broadcasti ng Conpany and its nationally tel evised "Nashville
Star” program Installations around the world, including

Af ghani st an, hosted | ocal conpetitions which culmnated in a
DOD-wi de tal ent search hosted aboard USS | WD JI MA in Norfolk,
VA. O the 1,500 contestants, one Sailor was selected for one
of twelve finalist slots in the overall national conpetition
televised in the summer of 2008. Qur Sailor finished in sixth
pl ace overall. The program s debut featured a salute to the
mlitary that included footage of the Norfol k event.

Child and Youth Prograns

Navy Child Devel opnent and Youth Prograns help famlies
bal ance the conpeting demands of m ssion readiness and fam |y
responsi bilities. The Navy provides high-quality child care,
yout h devel opnment and school transition services for 120, 780
children, fromfour weeks to 18 years of age. There are 103
Chil d Devel opment and Youth Progranms, 128 Child Devel opnent
Centers, 3,000 Child Devel opnent Hones and 86 School Age Care
Pr ogr ans.

The Departnent of Defense (DoD) goal is to achieve capacity
for 80 percent of the potential need, which is established by
DoD and includes the following eligible users: active duty, DoD
civilians and contractors. Potential need also takes into
account the highest priorities for care - dual and single
mlitary and DoD civilians. Achieving this goal wll enable Navy
to place children fromwaiting lists within one to three nonths
after care is requested. Qur current capacity neets 72 percent
of the potential need with three through six nonth placenent,
except in fleet concentration areas where placenent can take
| onger .

The availability of child care remains a top i ssue anong
our dual -inconme famlies and single parents. To attain the DoD
goal, the Navy' s expansion plan is adding about 7,000 new child
care spaces and 25,000 additional hours of respite child care
and youth services for famlies of deployed Sailors. In addition
to the new spaces, the Navy is converting 3,000 existing 3 to 5-
year-ol d spaces into infant to 2-year-old spaces to neet the
greatest demand for care for children under the age of 3.

Combi ned, these initiatives wll reduce the waiting tinme for



child care to |l ess than three nonths Navy wide, with first
priority given to single mlitary parents.

Support to our children of deployed nenbers continues and
i ncludes the use of Child and Youth Behavior-Mlitary Famly
Li fe Consultants enbedded in our prograns. The consultants
provi de a resource to observe and train our providers on
interventions to assist children and their famlies having
chal | enges during depl oynents.

Navy has | aunched a new School Liaison Oficer Program
which is designed to help Navy fam|lies address dependent
education issues that arise fromfrequent noves and depl oynents.
This initiative has recently been expanded to reach nost major
installations within the com ng year.

During the conmng year, we will also initiate a programto
install Mobile Learning Centers (MCs) funded through the 2008
NDAA aut hority provided by Congress. This authority is tinely
and will enable us to install up to 60 M_.Cs over the next two
years. Qur learning centers will address unnmet capacity and be
| ocat ed adjacent to child devel opnment centers and bef ore-and-
after school facilities. In nost instances, M.Cs are necessary
to meet demand until a MLCON facility is conpleted or another
met hod of supporting unnmet need is avail able. The nodul ar
facilities will neet all conpliance standards and codes.

We anticipate that this aggressive approach to neeting the
child care and youth program needs of Navy famlies wll
significantly enhance their ability to cope with the many
demands of mlitary life.

Fi t ness

The goal of the Navy Fitness Programis to create a total
fitness reginmen for all nmenbers of the Navy community in
accordance with Department of Defense and Navy instructions,
whi ch acknowl edge fitness as essential to the general health and
wel | -being of all personnel.

Fitness is an essential conponent of the readiness for
Sai l ors and maintaining good health for their famlies. MAR
progranms continue to pronote a “culture of fitness” agenda for
all nmenbers of the Navy Total Force. The primary goal is to
pronote healthy lifestyle changes by buil di ng prograns, services
and activities that assist all ages in practicing good physical



fitness. The canpaign slogan for this initiative is “Exercise
Your Options.”

Fi t ness Ashore

I n January 2009, the Navy MAR team began delivering,
training and certifying the Navy Command Fitness Leaders. As a
result, this vital fitness training has inproved from 12 cl asses
at 12 | ocations, to 105 classes at 50 installations. These
progranms sinplify travel requirenents and all ow better
engagenment with our fitness professionals. Additionally, Navy
has opened 78 fam |y nmenber fitness areas within our fitness
centers so parents can set the exanple of healthy lifestyles for
their children. The Senior Health Assessnent Program Enterprise
(SHAPE) rounded out our commtnent to creating a culture of
fitness by offering a program designed for nore mature
i ndi viduals, in senior |evel positions, who need to be in good
health to execute their rigorous responsibilities. While our
Navy Fitness professionals designed the program we partnered
with Indiana University to deliver it. In the programs first
three nonths, we provided 247 fitness assessnents and 191
personal fitness plans to participants. Results included
i ncreased aerobi c capacity, increased strength, decreased
wei ght, and body fat | oss.

Addi tionally, Navy Fitness Centers continued to nmaintain
very high-quality standards in 2008, with 97 percent conpliance
wi th DoD core Physical Fitness Standards. In | ooking to the
future, our MAR Fitness Centers continues to conpete for M LCON
funding for 28 fitness conplexes that will enhance fitness
opportunities for the Navy community. W appreciate your
support in approving six fitness MLCON projects since 2006.

Depl oyed Fitness — Recreation Support

The 1 ong arm of MAR support extends around the world. The
Navy’' s Depl oyed Forces Support continues to provide quality-of-
life prograns for personnel assigned to ships and forward-
depl oyed Navy ground forces, especially in areas where base
i nfrastructure support does not exist. Exanples include the
procurenent and delivery of fitness and recreation equi pnent,
opti m zi ng shi pboard spaces for fitness areas, nmanagenent of the
Afl oat Fitness and Recreation Cvilian Program and oversi ght of
MAR funds and prograns on Navy ships.



Last year, 180,000 shi pboard Sail ors and Marines and nore
t han 15, 000 forward-depl oyed Navy ground forces were supplied
wi th equi prent and prograns that provided stress relief,
i nproved physical conditioning, and hel ped mai ntain m ssion
readi ness. W are excited about the current and future
chal l enges this vital programfaces, as we continue to explore
ever - changi ng avenues of support for our depl oyed forces.

In Fiscal Year 2008, nore than 60,000 fitness and
recreation itens were provided to ships and forward-depl oyed
sites, doubling the previous year’'s total due in part to
i ncreased suppl enental funding. This equi pnent provides a neans
to reduce stress, stay healthy and neet Physical Readi ness
Program requi renents and, thus, helps maintain mssion readiness
while forward depl oyed. The mai ntenance of this equipnment is a
high priority, with parts depots being maintained in all fleet
concentration areas and in the Mddle East. Additionally, the
Navy is involved with fitness equi pnent research and devel opnent
projects. The nost recent success story involved the devel opnent
of a treadm || designed specifically for use on board fast
attack submari nes.

Qur Afloat Fitness and Recreation civilian team continues
to deploy with | arge deck ships such as aircraft carriers and
anphi bi ous ships. Thirty-six specialists, an increase of nine
fromthe previous year, assist Sailors and Marines with
mai ntaining or inproving healthy life styles, fitness regi nens,
and social, cultural and recreation prograns.

Qur Waterfront Fitness Program continues to win praise from
the fleet. The purpose of the programis to educate Sailors on
devel opi ng and mai ntaining healthy lifestyles and using those
skills when they deploy. During the past year, we have provided
fitness activities for Sailors who are stationed on board
smal l er ships at pier side in Norfolk, VA

Mbtion Pictures

The Navy Movie Programremai ns one of the nost popul ar MAR
activities for Sailors and their famlies. The programis
fl exi bl e and adaptable, offering consistent quality at several
venues, including comrercial -style base theaters, Liberty
Centers, Recreation Centers, Youth and Teen Centers, aboard ship
and at isolated and renote shore stations.



Thi s past year, the Navy Motion Picture Service |icensed
and distributed 198 novie titles, processed 300,000 vi deot apes
and 6,321 35mm prints to 807 Navy, Marine Corps and Coast Guard
shore and afl oat commands, while generating nore than 23 mllion
fleet view ng hours for 4.65 mllion ashore program attendees.

Speci al programm ng and equi pnent packages for forward-
depl oyed forces included shipnment of 21 video tapes that were
rel eased earlier than those provided commercially, distribution
of 10 additional Theater in a Box (TIB) units to renote depl oyed
shore units, refit of six ships with CGnema At Sea Initiative
(CASI) systens, and provision of CASI systens to three new
shi ps.

Personnel assigned to OCONUS bases enjoyed 38 first-run
features on the sanme day or just one week after their release to
US. first-run theaters, in addition to the standard novie
progranm ng. About 66,000 custoners at CONUS base theaters were
treated to eight free “sneak previews” for Sailors and famly
menbers.

Navy hosted six Sailors at the world prem ere of “National
Treasure 2” and four Sailors at the world premere of “The
Chronicles of Narnia: Prince Caspian” in New York Cty, in July
and August respectively. The Sailors were treated as honored
guests, wal ked the red carpet with other celebrities, and
attended post-screening social events. W also arranged for 50
Sailors and their famlies to attend the premere of “VWall-E" in
Los Angeles, and partnered with the Marine Corps and USO to
present the world prem ere of Paranount Pictures’ feature film
“Tropi c Thunder,” at Canp Pendl eton in August, which included
attendance by the cast of the film

Li brary Program

Navy libraries are a vibrant part of Navy life and MAR wi ||
continue to introduce new i nnovations in service delivery. To
hel p our Sailors stay nentally sharp, the Navy Library Program
delivers hard copy and el ectronic | eisure and educati onal
resources to our Sailors and their famlies. During this past

year, 2.1 mllion customers used our |ibrary shore facilities.
Contracted e-content database and search engi ne usage data
di scl osed nore than two mllion online visits.

In 2008, Navy libraries attained an overall 89 percent
conpliance with DoD program standards, which included ei ght
sites scoring 100 percent. Navy’'s goal is for all 23 sites to be



100 percent conpliant. To encourage themto neet this objective,
regi onal commands were provided grants to upgrade conputers,
resource material, gam ng opportunities, furniture, software and
capability to offer free W-Fi service to patrons.

Li brary program support to the fleet and forward-depl oyed
forces included nore than 500 new | aptops for shipboard Library
Mul ti medi a Resource Centers (LMRC), as part of a refit to
repl ace the 3,000 LMRC conputers currently on board. Navy al so
provi ded 175, 000 paperback books and distributed 50,000 Pl ayaway
di gital audi o books to forward-depl oyed forces afl oat and
ashore.

24/ 7 Access

E-content services are avail able on Navy Know edge Onli ne
(NKO). Existing databases provide opportunities for professional
devel opnment, access to the Navy Professional Reading Program
personal financial managenent, news and current events, health
and wel Il ness, and foreign |anguage tutorials. In 2008, e-content
services were expanded with increased access to online
educati onal resources, such as Coll ege Level Exam nation
Proficiency (CLEP) tests, DANTES Subject Standardized Tests
(DSSTs), and Armed Forces Vocational Aptitude Battery Tests
(ASVAB). Additional recreational options were nmade avail abl e
with nore audi o book titles, e-books and downl oadabl e nusi c.

To ensure the ongoi ng professional devel opment of |ibrary
staff, Navy continues to participate in the annual Joint
Services Library Conference, a cooperative effort with Air Force
that conmbines training and library skills devel opnment.

Finally, we are pleased to announce that two new libraries
will open in Rota, Spain and Yokosuka, Japan in 2009 to provide
| ei sure, education, and W-Fi services to the Navy communities.

Ceneral Recreation Prograns

Sailors and their famlies have a wde variety of |eisure
interests. General recreation prograns are geared to a variety
of popular leisure pursuits, ranging fromfamly-oriented
community recreation to prograns for single Sailors in the 18 to
25-year-old age group. This includes prograns such as
entertai nment shows, discount tickets and vacation options,
bow i ng, marinas, golf, auto skills shops and outdoor
recreation

10



Integrated Efforts

Wil e a foundation of well rounded services continues in
t hese areas, we have been creating partnerships within our total
Fl eet and Fam |y Services organi zati on. Recreational prograns,
by the nature of their activity, contribute significantly to
noral e. But because of heavy traffic and diversity of clientele
in some areas, we are finding that we can reach our patrons with
other inportant aspects of mlitary life. For exanple, we
pronoted the Navy Voting Assistance Programto our single
Sail ors by incorporating conputer screen savers in our LIBERTY
centers that included hot links to honme state of record for one-
stop access to absentee registration and ballots. LIBERTY Center
prof essionals al so worked with Navy financial counselors to
pronote the “MIlitary Saves” canpaign with fun and educati onal
events. This partnership created neani ngful presentations that
encouraged w se financial decision nmaking fromour nore junior
Sailors. Finally, the Information, Tickets and Travel Program
was the beneficiary of the expertise of the Navy Exchange
Service Conmmand (NEXCOM Internal Audit Services team which
assisted us with a review of the entertainment ticket program at
five locations. The growth of these and ot her partnerships
enhances our ability to deliver econom cal prograns to service
menbers and their famlies.

Mar i nas- Sai | i ng

Navy marinas provide affordable berthing and recreational
sailing opportunities for our Sailors while setting an exanple
of Navy environnmental managenent in the community. In 2008, six
Navy marinas, joining 11 others, were designated “C ean
Marinas,” as certified by their host states. Achieving
certification in this National Oceanic and Atnospheric
Adm ni stration (NOAA) program has been an inportant MAR goal
since 2006. To date, 17 of our 23 Navy marinas |ocated in
states that participate in the C ean Marina program are
certified, while six await state inspection. O 33 total Navy
marinas, the remaining 10 are located in states that do not
participate in the NOAA program

Bow i ng
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Navy MAR bowl ing centers offer a mx of adult and yout h-
themed recreation activities, including cost-saving fam|ly
bow i ng packages, glowin-the-dark bowing, skills devel opnent,
and prograns for youth day canps. The popularity of this program
is evidenced by the increase in lines bow ed of 88,130 over | ast
year .

Si x Navy bow ing centers upgraded their scoring systens,
front and back office scoring and accounting systens, and | anes
to enhance the appeal and conveni ence of the facilities for
Sailors and their famlies. Navy bowing center nmanagers al so
t ook advant age of professional training courses with their
Service counterparts to earn certifications and new skill sets,
enabling better bowing prograns for Navy famli es.

Gol f

The Navy CGol f program provided services to 1.7 mllion
patrons this year, including new players to the ganme and those
that continue to visit our golf courses regularly. Youth
clinics and begi nner adult golf prograns are well attended and
regul arly scheduled at all Navy courses. Those with driving
ranges typically offer no charge weekly instruction for active
duty personnel. Junior clinics are also offered and coordi nat ed
wi th base Youth Prograns, with clubs and balls provided nost
often at no charge to dependent children.

To mai ntain our courses, we renovated or constructed six
golf related facilities this year. These projects net selection
criteria, including prior Congressional review and approval .
Compl eted i nprovenents included a new gol f cl ubhouse at NTC
Great Lakes and a renovation of the Naval Base Coronado, CA
course. At the Monterey Naval Post G aduate School, an entire
golf course renovation is underway. New clubhouses are al so
bei ng constructed at Naval Submarine Base Kings Bay, GA and
Naval Air Station Atsugi, Japan. A new golf maintenance
facility is in the initial stage of construction at Naval Ar
Stati on Wi dbey Island, WA

In the area of energy conservation, the Navy CGolf Program
expl ored several inportant initiatives, including charging golf
carts in off-peak energy tines and use of water-borne seal ants
to conserve water in retaining ponds. W will work to
i ncor porate successful energy initiatives in future projects
t hroughout the Navy Golf Program

I nformation, Ticket and Tours (ITT)
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MAR I TT continues to offer the Navy Famly a variety of
travel and recreation opportunities at great value. Access to
these attraction tickets, hotels and travel services provides
Sailors and their famlies with many budget options for enjoying
their off-duty hours. This year, Navy has continued to work with
the ot her service branches in devel opi ng best practices and
| everagi ng each other’s expertise, resulting in the use of
print-on-demand vouchers that allow turnstil e-ready adm ssion at
great conveni ence to custoners, online purchasing, standardized
pricing and greater choice in ticket selection and availability.
This coll aboration resulted in savings of an estimated 636 | abor
hours per quarter in the use of print-on-demand and on-Iine
ticketing partnerships. The ITT program al so adverti sed speci al
mlitary pronotions fromseveral major thene parks, offering
free adm ssion and deeper discounts for Sailors and their
famlies, to include D sneyland, Disney Wrld, Universal Ol ando
and Worlds of Discovery.

Recreati onal Lodgi ng

Navy recreational |odging prograns continue to inprove
custoner service and facilities. Wiile gas prices surged during
peak vacation nonths, MAR facilities provided | ocal value for
active duty and retiree vacationers and their famlies. The
alignment of the recreational |odging inventory into our
transi ent | odgi ng program has begun to show cost effective
benefits as our |odging subject matter experts collaborate on
the use of standardi zed anenity products, furnishings and ot her
equi pnent. A global recreational |odging assessnment identified
i nconsi stencies in providing quality and consistent service
across the MAR enterprise. A Recreational Lodging Wrking G oup
has been established to address the future trends and need for
recreational | odging.

As econom c pressures present challenges to Sailors and
their famlies, we continue to provide a | ower-cost alternative
for neeting the recreational needs of Navy famlies. In fact,
our recent market basket study found savings of al nost 25
percent as conpared to simlar recreational outlets off base.

Navy MAR Food and Beverage
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Navy MAR food and beverage prograns include a variety of
service concepts ranging fromfull-service restaurants to quick-
servi ce snack bars.

There are nore than 400 MAR food and beverage operations
wor | dw de serving our Sailors and Navy conmunity. MAR food and
beverage outlets include full-service restaurants, catering and
conference centers, snack bars, casual dining pubs, deli’s,
cof fee shops, nightclubs, which can be found in cl ubs,
recreation centers, golf clubhouses, and bow ing centers. Mny
of these facilities offer no-cost internet access typically
found in off-base operations. Revenue from MAR food and beverage
operations accounts for nore than 45 percent of our total
Cat egory C business activity revenue.

More than 100 food and beverage “branded concepts” are
| ocat ed throughout all Navy regions in response to consuner
interest. Sone of our nore popular brands include: Chili’s Gill
& Bar, A&W Root Beer, Kentucky Fried Chicken, Pizza Hut, Mean
Gene’ s Burgers, Starbucks “We Proudly Brew', Smash Hit Deli’s
and Guinness Irish Pubs. MAR has al so partnered w th NEXCOM by
using its contracting capabilities to source national brands
fromtheir portfolio. Exanples of these efforts include a full-
service Starbucks in Pensacola, FL, a Taco Bell in Bangor, WA
and a Subway sandwi ch facility in Singapore.

We recently conpleted a joint Navy-w de assessnent of MAR
Navy Exchange, and Navy Supply Systenms Command food and beverage
service offerings. This assessnent quantified the nunber and
types of food service available at every installation, including
galleys and auxiliary resale outlets. W are using this data to
optim ze the nunber and type of outlets on installations that
can be supported by our custoner, |everage each provider’s
expertise, and avoid duplication and market saturation.

To round out our enphasis on healthy habits, a nutritionist
has been added to our team of professionals and our Regions have
formed advisory groups on nutrition-related i ssues. W are very
close to declaring victory by offering trans fat-free foods at
98 percent of all installation food service operations. At our
annual food and beverage conference hosted at Naval Station, San
D ego, CA, we offered Navy food professionals an opportunity to
denonstrate their cooking prowess by sponsoring an “Iron Chef”
conpetition. A total of 36 participants conpeted, representing 9
afl oat and shore commands.
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Overall Financial Condition of MAR

Wor | dwi de Navy MAR fi nanci al operations total ed about $917
mllion in Fiscal Year 2008, which includes appropriated funding
(APF) (direct and indirect), internally-generated
nonappropriated fund (NAF) revenue and Navy Exchange di vi dend
di stributions. This anount represents a slight decrease of about
$5 million fromthe previous year. This decrease is due
primarily to reduced | evels of Cost-of-War funding being
executed in Fiscal Year 2008 relative to Fiscal Year 2007. In
Fi scal Year 2008, we exceeded the OSD m ni num funding nmetric of
85 percent for APF support in Category A M ssion Essenti al
Prograns by achieving 90.8 percent. Robust resourcing of Child
and Youth Prograns hel ped Category B Comunity Support Prograns
to al so exceed the OSD funding netric of 65 percent m ni nrum APF
funding with 65.3 percent.

As requested by the Conmmttee, the table bel ow provides
hi storical and currently progranmed direct APF support from
Fi scal Year 2004 through Fiscal Year 2009.

DI RECT APF SUPPORT FOR MAR
FY 2004 — FY 2009 (I N M LLIONS)

FY04 FY05 FY06 FYO7 FY08 FY09
MV $238. 3 | $210. 4 | $215. 2 | $254. 6 | $230. 7 | $230. 9
CYP $89.2 % 86.5[% 97.2[%$113.4|%$124.1 |$131.4
TOTAL $327.5 | $296.9 | $312. 3 | $368. 0 | $354.8 | $362. 3
PERCENT -7.5% | -3.6% | +26.1%|-3.5% |-0.4%
CHANCE

By far, the biggest NAF funding challenge for Fiscal Year
2008 was the renedy of NAF post all owance paynent errors goi ng
back to Decenber 1, 2001 (consistent with statute of linmtations
requi renents). Retroactive post allowance paynents to eligible
locally-hired, full-time, U S. citizen, NAF enpl oyees working
OCONUS i s expected to generate an unbudgeted retroactive claim
expense. Funding this liability reduces net incone for the
overal | NAF fund.

For Fiscal Year 2008, Navy MAR continued its inplenmentation
of a capital funding strategy designed to | everage system assets
and significantly increase the anbunt of NAF capital funding
avai l abl e for Fiscal Year 2007 through Fiscal Year 2010. This
strategy allowed the central capital fund to use existing cash
bal ances for capital investnent. The Navy MAR/ NEX Board of
Directors approved an annual NAF central and |ocal capital
funding target of $77 million. This target is the m ni mum
i nvest nent needed each year to maintain existing facilities,
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provi de needed conputer upgrades and expand program delivery.
For Fiscal Year 2008, the MAR Central Capital Program contai ned

about $60 million in projects and Informati on Technol ogy (IT)
spending. In addition, local capital investnent anpunted to
about $20 million. The conbi ned projected investnment total of

$80 m I lion exceeded our recapitalization goal of $77 mllion.

Facilities

MAR facilities capital support evolves from both APF and
NAF sour ces.

APF supports those facilities which directly influence
m ssi on readiness, including fitness centers, athletic
conpl exes, fields and courts, and Single Sailor activity
centers. Qur annual surveys confirmthe exceptional value Navy
personnel place on the availability of quality fitness
facilities by assigning themtheir highest priority. Uilization
remai ns above the 90th percentile. Thanks to your support, Naval
Station, Guam Marianas and Naval Air Station, Witing Field, FL
Fitness Centers are under construction. An assessnment of single
Sailor facilities was conpleted during 2008 to assist us with
identifying and prioritizing future requirenents. These
facilities provide al cohol-free respites with individual and
team bui l ding activities, no-cost internet and integrated
educati onal opportunities.

We recently received congressional approval for the Fiscal
Year 2009 NAF construction program which includes 14 new
construction, renovation and mnor repair projects inclusive of
capi tal equi pment approaching $42 mllion. This programreflects
t he continuing need for investnent in business-based operations
and community support facilities. These initiatives span a broad
spectrum of custonmer services, including a golf clubhouse and
cart paths, recreational vehicle parks and cottages, clubs,
youth centers, a car wash and bow i ng center equi pnent
repl acenent. Qur capital enterprise strategies focus on
custoner-driven services, while striking a bal ance between
revenue generation and community service opportunities. The
support we received fromyour review and approval of this
programis greatly appreciated.

Through our Nonappropriated Fund Capitalization Program we
continue to sponsor an anbitious and aggressive commtnent to
nmeeting the needs of our total force structure. The programis
designed to neet the ongoing recapitalization needs of the MAR
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system As requested by the Commttee, the table bel ow contains
our programred expenditures for recapitalization from Fi scal
Year 2004 through Fiscal Year 2013:

FY04 FYO05 FYO6 FYO7 FY08 FYO9 | FY10 | FY11 | FY12 | FY13

$66. 6M| $52. 9M| $50. 2M| $84. OM| $79. BM| $77M| $77M| $77M| $80M | $83M

To help ensure that our facilities effectively support the
m ssion of our Sailors and their famly nenbers, we actively
participate in the devel opnment of DoD Unified Facility Criteria
(UFC). The UFC system provi des consistency in planning, design,
construction, sustainnent, restoration and noderni zation
criteria across all mlitary departnments. UFCs are living
docunents and are periodically reviewed, updated and followed in
providing the construction criteria for our facilities. UFCs
have been conpleted for Libraries, Fitness Centers, Child
Devel opnent Centers, Fleet and Fam |y Support Centers, Mlitary
Recreation Centers, Youth Centers, Bowing Centers, Children' s
Qut door Play Areas, Qutdoor Adventure and Rental Centers, and
ol f O ubhouses. For other facilities, design guides have been
conpl eted that function in a simlar fashion as UFCs. Current
desi gn guides include: Auto Skills, Arts and Crafts and
Community Recreation Centers, and Qutdoor Recreation Facility
Pl anni ng, inclusive of other supporting UFCs addressing
antiterrorism pricing and sustai nnent gui des. Departnent of
Def ense QOL UFCs and desi gn gui des are focused toward excell ence
in operational effectiveness and the provision of superior
custoner service.

We are also follow ng sustainable policy standards through
application of Leadership in Energy and Environnental Design
(LEED) criteria to all new construction initiatives to the
full est extent possible. The rating system provides a netric to
measure the |l evel of sustainability achieved through the
pl anni ng, design and construction processes. Qur Fiscal Year
2009 projects will neet the LEED s “Silver” requirenents for
certification. Qur construction practices supporting LEED
certification also include the application of increased
i nsul ation val ues, installation of ground source punps,
fluorescent lighting and notion detectors, higher Seasonal
Energy Efficiency Ratio |evels in heat punps, use of *Energy
Star” appliances such as on-demand water heaters, higher quality
wi ndows and doors, and recycled materials. W have nmade great
strides in reducing our carbon footprint and anticipate
significant inprovenent in the future.
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O her energy focused initiatives include the acquisition
and testing of electric vehicles as an offset to traditional
carbon fuel units, small wi nd application on cottages and
cabins, and solar energy cells for golf carts and snmall noving
vehicles. W believe the innovations occurring in the auto
industry will provide great potential for sustainable cost
savings in the future.

Mar ket i ng

The MAR Mar keting Program provi des consi stent, accurate and
aligned informati on on MAR and Child and Youth Prograns and
services to all custoners. The nmarketing team uses a
conpr ehensi ve approach to pronote MAR and CYP t hrough news
articles, internal publications, brochures, posters, public
servi ce announcenents, videos, interactive CD-ROVs and DVDs.
Recently, novie “trailers” have been incorporated with our novie
view ng material and are being further incorporated for Navy-
wi de MAR pronotional efforts.

We obtain custoner feedback using several techniques. W
find quantifiable survey data nost useful in understanding our
total custonmer base |levels of satisfaction and how or whet her
value is offered for services rendered. Patron satisfaction
| evel s, determ ned through survey instrunents conducted by the
prom nent comrercial survey firm Caes Fornell International
(CFl), are an indication of our responsiveness to custoner
input. In Fiscal Year 2008, our survey index showed a
satisfaction index of 76.5, which is sonmewhat higher than the
national industry average of 74. CFl also tests our pricing,
conpared to the civilian conmmunity, in a variety of MAR
functional areas. A recent survey showed that MAR saved patrons
an average of 24 percent, conpared to equival ent recreation
services in the private sector.

Key marketing projects in 2008 included the Mlitary Saves
canpai gn, the “Exercise your Options” fitness canpai gn, Navy
Voting Assistance Program Child and Youth Prograns, Liberty
Program and Food Service Customer Satisfaction Assessnent.

Bui | di ng Custoner Rel ati onshi ps

MAR is commtted to building and sustaining a Custoner
Oiented Enterprise (COE). A COE business strategy was designed
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to engage and enmpower MAR enpl oyees fromthe deck plate and
above to: always keep the custonmer in mnd; inprove enployee
servi ce behavi or and perfornmance that pronotes a custoner
orientation; and apply custonmer input to continuously inprove
all aspects of MAR to consistently deliver results that create
positive, nmenorabl e experiences.

To achi eve the vision of devel oping a worl d-cl ass,
custoner-oriented workforce to serve Sailors and their famlies,
MAR conti nual | y devel ops ways to i nprove MAR wor kf orce
per formance through individual and organi zati onal devel opnment.

In 2008, MAR depl oyed an updated version of our custoner
service training - “Creating Stellar Customer Relations”. This
training is available in English, Tagal og, Spanish, Japanese and
Italian, to ensure enpl oyees who speak English as a second
| anguage conceptual ly understand MAR s standard to create
positive, nmenorable custoner experiences for Sailors and their
famlies. MAR also certified regional Master Star Service
Facilitators to ensure field MAR professionals could provide
“just in time” customer service training for those who serve
Sailors and their famlies. MAR chartered dozens of multiple
cross-functional Custoner Oiented Service |Inprovenent Teans to
use “transactional” custoner feedback to inprove prograns,
products and services for Sailors and their famlies.

Coll ectively, the entire MAR enterprise is focused on
connecting with our patrons to ensure delivery of the highest
quality prograns that they want and deserve.

Strategy for Qur People

The goal of our MAR human resource strategy is to devel op
an efficient and effective world-class workforce, prepared to
deliver the best possible customer experience, every ting,
ever ywher e.

We have devel oped and distributed a standardi zed newhire
orientation process; an inproved and expanded student intern
program application of additional performance-based and
parti ci pant-centered traini ng nmethodol ogi es; endorsenent and
support of life-long learning; availability of cross-program
trai ning and cross-career conpetition; and execution of bl ended
| earning solutions that assure just-in-tinme, just-right, just-
enough training.
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Qur Fleet and Fam |y Readi ness Training Branch is
consolidating and centralizing traini ng managenent and support
for all of the quality-of-life comunities, including: MAR CYP
Fam |y and Bachel or Housi ng, Galleys and Food, Beverage and
Entertai nnent, Navy Gateway Inns and Suites (NG S), and Fl eet
and Fam |y Support Prograns.

Summary and CQut | ook

The chal | enges presented during Fiscal Year 2008 did not
inhibit the enthusiasm of our global delivery teamfrom
provi ding exciting and quality MAR and CYP prograns. |nnovations
in providing fitness training and prograns for all ages, health
awar eness, entertai nnent services, standardization of processes,
facility inprovenments and increased child care availability are
a tribute to our team and the support of |eadership throughout
t he chain of command.

As we nove forward, we will continue to provide our team
with the tools to achieve Navy requirenents within the resources
recei ved through appropriations and ability to generate NAF
revenues as a result of custoner satisfaction and demand for
t hose services. Additionally, wounded warriors and | A personnel
will remain high priority to our prograns.

We anticipate greater demand for internet connectivity,
especially in conbat areas, so that our Sailors can better
connect with famly nenbers. Additionally, during down tine,
servi ce nenbers can take the opportunity to educate, recreate or
communi cate on Navy and commercially popul ar gl obal sites. As
the nation shifts gears to healthier lifestyles, we intend to
continue being in the forefront of providing fitness services
and recreational opportunities for Sailors and Fam |y nenbers.
The growth in fitness interest is deserving of our continued
efforts to secure replacenent of aging fitness center
infrastructure. As demand for center-based Child Care
continues, we believe we are positioned to conduct operations
successfully and in full conpliance with |egislation and defense
policy. We will also continue programm ng efforts for those who
are unable to access center-based care in the community.

Ceneral recreation prograns play a vital role in reducing
stress, especially for famly nenbers returning after depl oynent
separations. W are encouraged that these prograns will remain
an inportant conponent of the Navy MAR portfolio.
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In closing, MAR continues to be a vital conponent of
operational readiness and a valuable retention tool for the
Navy. W appreciate the focus and attention that Congress
pl aces on MAR and Child and Youth Prograns. W wll| continue to
mai ntai n and strengthen our commtnent to neet your
expectations, and the expectations of our Nation in taking care
of the Navy Total Force. Thank you for your continued support.
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