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physical strength

Vitality - vi-tal-1-ty (noun) s

or mental enerdy combined with a joyous approach to activities: a person of great vitality 2. great capacity for
survival, or the continuation of a meaningful and purposeful existence: the vitality of an institution.

VISION:

To actively nurture the Health and
Wellness Philosophy of Aging while
providing our nation’s heroes with a
continuum of Life Care Services in a
community setting.

MISSION:

To fulfill our nation’s commitment
to its veterans by providing a
premier retirement community
with exceptional residential care
and extensive support services.

GUIDING PRINCIPLES:

-Establish Accountability
-Honor Heritage

-Inspire Excellence.
-Maintain Integrity
-Maximize Workforce
-Serve Customers

REPORT INTRODUCTION

Welcome to the AFRH 2008 Citizens’ Report. This is a forum to celebrate our rich heritage and
share new exciting new developments with veterans and Americans alike.

Over the years, AFRH has cared for tens of thousands of veterans spanning two centuries and
nine major American conflicts. As the US expands its global military presence, we must mod-
ernize to meet the greater expectations and - .
dynamic longevity of tomorrow’s residents. “'

Of late, the Home has evolved into a modern
retirement community that rivals those in the
private sector. We are passionately transforming
our programs and services to provide greater

. care. This revolution calls for greater vitality
‘ and enhanced longevity.
2008 marks the beginning of
"Building Vitality." The strategic
groundwork we laid out in 2003
has netted positive gains in financial performance. Now, we're building
on that solid foundation to realize our vision: “The AFRH of the Future.”
This Report surveys the dynamic process that has transformed the Home
— starting in 2003 with the creation of our vision, mission and strategic
goals.Then it offers an assessment of AFRH in 2008 - including
our progress on resident care, new construction and
fiscal management.

Philosophy

odern philosophies
care. Further, our Guiding Principles were crafted to
ery of the Home's services, while also guiding the

yur strategies. Ultimately, these tools will help us
needs of tomorrow’s veterans.




MESSAGE FROM THE CHIEF OPERATING OFFICER

I am pleased to present our 2008 Citizens’ Report,
which highlights our great resident care.

Terry Sawyer (Army)

“On the outside, | tended to withdraw and be ‘inner.” Here, | tend to be more 'outer.” ”

Terry was a medic in Vietnam. He got wounded himself, plus he was inside a helicopter that went down.

So, he struggled with combat stress and social readjustment for decades. “After the war, | withdrew and

life was pretty tough for 20 years. | was real depressed and had lots of anxiety. Time has a way of healing

you. Plus the Home has really helped my quality of life. It's a special place with special people.” Terry came | | 31

here and started interacting much better with others. Now he goes to the gym in the mornings to exercise _ _
and plays golf nearly every day. “I walk the course and it's peaceful,” he reflected. Years ago, | weighed & b
250 Ibs. — now I'm 180.” ‘

'Continuing Care Retirement Community
2Commission on Accreditation of Rehabilitation Facilities and the Continuing Care Accreditation Commission
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Integrity First
Selfless Service

AFRH is a vibrant community of active residents, devoted staff and lovely surroundings. New residents bring in physical EXCB//ence n Everythlng
vitality and a joy for life. All residents share a unique military bond and they often turn to each other for camaraderie. nght AttltUde

Visionary Teamwork
Embrace Responsibility

SURROUNDS, RESIDENTS & STAFF

Yet, they often rely on our staff to fulfill many needs, like emotional support.To keep residents active, our staff also plans

daily trips, events and celebrations.

Assemiing Lomponents

Eligibility: Residents:




Mike began painting at age 29 and ' | _ | WHAT OUR PATRIOTS DESERVE

has truly grown as an artist in recent years. ., . .
As a CCRC, the Home has much to offer our nation’s veterans and retired service

“When | was younger and married, art was . . :
members. Yet, we are now creating new and challenging programs so our residents

justa hobby.” Then, after four years in the can get even more out of their well-deserved retirement. The exciting changes we

Navy, Mike worked in a few hospitals, went are now planning will modernize and improve upon this solid foundation:

to college and taught school. “Then | lost
my job — and at age 50, | was too old to get A< : _ PHYSICAL ACTIVITIES SOCIAL ACTIVITIES DINING

. . Bowling Center Bingo & Card Games Canteen
(I § GRS LiBitetme DR Sy 1Es y Fitness Center Birthday Dinners Dining Hall
about to live on the streets when they took y Gardening Area Dances Vending Areas
me in here — because | was a Vietnam : Lol )

. . Golf Driving Range Military Celebrations TRAVEL
veteran,” he said. When Mike became a LifeTrail Exercise Circuit Pool Tournaments Military Events
resident, he started painting full-time. f . Sponsored Trips
Within a mere two years, he developed a : ' . HEALTH CARE CULTURAL Weekly Daytrips

Dental Care Concerts & Performances
“signature” style: bold, bright colors mixed _ - . 3 : Health & Wellness Center Special Lectures .
with impressionism. “People say, ‘you 7 : e e o - ORI ' A Physical Therapy Theatrical Shows ﬁ/
always know a Martinez when you see TP R =Y Prescriptions Satellite Weekly Films
A K Located near VA & Walter Reed
one.”” Nowadays, churches and homes near ’ i (military)

Near Washington Hospital &
Providence Hospital
(private)

DuPont Circle are a favorite subject. And so
are Aztec spirits and Southwest pottery, as _
Mike was raised in New Mexico. “I'm one e X B & " o g > 2 ARTS & CRAFTS
of the few artists here at AFRH who actively Y , ; : ' 2 N _ Artists’ Colony

tries to get into the local galleries. | have to Automotive Shop

Ceramics Studio

earn a living.”

Woodworking Shop

,,_,e-‘,
4

) ’

“My art is what gets

me up each morning
as | grow older.”

— Mike Martinez (Navy)



AFRH ORGANIZATION

For six generations, the Soldiers” Home in Washington and
the Naval Home in Gulfport were beacons of security for
America’s military heroes. Today, their historic military
tradition endures at AFRH. Yet, the Home has developed
into a modern retirement community.

While Hurricane Katrina destroyed Gulfport and forced

its closure, there was still a great demand for it among

AFRH ORGANIZATION

eligible veterans. So, Congress agreed to help rebuild it for
re-occupancy in late 2010.

AFRH is organized as a modern business, with a corporate
office that manages independent retirement communities,
makes strategic decisions and communicates with Congress

and constituents. Below is our organizational structure:

AFRH

Located in Washington, DC

Office of the Chief Operating Officer

Corporate Initiatives Team

AFRH-Gulfport (2010)

OUR “ONE
MODEL" IS AT
WORK IN EACH
AFRH FACILITY

Campus Operations

Facility Maintenance Nursing
Transportation

Grounds Dental

Utilities Optometry
Custodial Services Nutrition

Healthcare Services

Social Services
Logistics Community Health

Corporate Resources

AFRH-Washington

DIRECTOR SUPPORT STAFF
AFRH-G + AFRH-W

Safety Office
Business Center

Resident Services

Admissions
Recreational Services
Volunteer Coordination
Security

Dining Services
Religious Activities

Medical Records

Assisted Living
Long Term Care

Memory Support

STRATEGIC GOALS & FOCUS AREAS

Our goals have helped enhance operations to satisfy the residents — the sole reason for our existence. Our goals help improve
finances, operations and staff. Plus, they serve as pillars for detailed performance objectives. In 2008, we established four

“Focus Areas” to command our attention. Each Area stems from — and supports — a strategic goal.

AFRH Strategic Goals (est. 2003)

FY08 FOCUS AREAS

Financial Growth:
Create net growth and stability for the AFRH Trust Fund. > 1 y 2 y 4

Exceptional Service:
Enhance the AFRH experience to enrich the quality of residents’ lives. > 1 , 2 p 3 o 4

Improved Processes:
Modernize operations to leverage and maximize resources across AFRH. > 1 2 3 4
’ 4 V4

Learning & Growth:
Promote personal excellence and professional growth for all personnel. > 3 y 4

Culture of Integrity:
Inspire commitment to AFRH Guiding Principles through mutual respect. > 3 y 4

Implementing the Earning

& Scott Project (DC) CARF/CCAC
R : Accreditation (DC)
il o o S —

The AFRH Strategic Plan is available at www.afrh.gov/afrh/about/strategic.pdf.




FOUR FOCUS AREAS (FY08):

FOCUS 1: Rebuilding the Gulfport Facility (MS)

To achieve our vision of “aging in place” and to infuse vitality into AFRH, we've given
top priority to four major initiatives. Together, they will create great synergy for the
Home. With generous support from Congress, the rebuild of our Gulfport community

was ensured. From the implosion of the damaged building, to breaking ground and

beyond, our new oceanfront property has made amazing progress in 2008:

—

|

MAR 08

Members of Congress and GSA,
the Gulfport Mayor, several
residents and Mr. Cox break
new ground.

&

~
|

FOCUS 2: Implementing the Scott Project (DC)

MODERNIZING FOR TOMORROW

AFRH must evolve to meet the needs of the next generation of military veterans.
They expect more choices and independence, plus more amenities. And they
will live much longer, so they need better care and support. As such, we aim to
upgrade the Scott residence with modern amenities. In 2008, we developed
conceptual plans for improvements and funds have been programmed to begin

the Scott Project in 2010.

0

Wrangling the rubble of debris after the
building’s implosion.

APR 08

Construction crews begin forging new
foundations in Gulfport.

On Schedule & Budget. July 2010 Completion.

“The building is designed to mitigate the effects of a CAT 5 hurricane.”
— Steve Smith, Project Manager, GSA

JUN 08

Enthusiasm swells, as a new home rises
along the Gulf Coast.

“This facility will be built to today's standards with
modern concepts for resident care.”
— Leslye Arsht, Deputy Under Secretary of Defense
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FINANCIAL SUMMARY & HIGHLIGHTS

In 2008, we continued successful fiscal management with our financial partner, Bureau of Public Debt (BPD). Our recent

victories are numerous, including an $8 million rise in the Trust Fund and a positive, upward trend on our balance sheet

— with assets increasing in value and liabilities decreasing.

e 7

FY08 is the fourth consecutive year AFRH has received

unqualified audit opinions.

Sy

AFRH continues to spend most of its budget on
exceptional service (see charts).

AFRH Corporate 08 Operating Expenses

per Strategic Goal
in millions of dollars

Financial Growth
/ $2.6 (29%)

Improved Processes

$3(34%)

-y

vicor:

AFRH is in compliance with all relevant laws, statues
and legislation.

Assets:

FY08 FYo7
$469,867,888 $465,615,106

Net changes:
$4,252,782

Liabilities:
FY08 FY07
$14,939,341 $7,048,896

Net changes:
$7,890,445

AFRH Washington Community 08 Operating Expenses
per Strategic Goal

in millions of dollars

Improved
Processes
$3.4 (8%)

Culture of
Integrity
$0.9(2%)

Ex ional Service .

v Learning &
$2(23%) Growth
Financial Growth L)
Excep | Service 30.6 (1%)
$38 (87%)
Learning & Growth
0
Culture of Integrity A
$0.8 (8%) ) - :
Operational funds come from our Trust Fund, which is sustained by many sources:

AFRH Revenue

f " Resident Fees

i smullionStoCelEiE Enlisted Fines & S$11M (17%)

Forfeit
FY08 Total Revenue s
= $66M. $37M (56%)

This comes from many
sources, which often
fluctuate year-to-year.

Sales & Leases
$TM (2%)

14

Enlisted Payroll
Contributions
$9IM(14%)

Interest
Income
$7M (11%)

Fiscal Year

1995

2002

2003

2004

2005

2006

2007

2008

Fiscal Year

1995

2002

2003

2004

2005

2006

2007

2008

2009

2010

Fiscal Year

1995

2002

2003

2004

2005

2006

2007

2008

In Millions of Dollars

156
101 AFRH Trust Fund Balance
in millions of dollars
94
118 Since 2002, the Trust Fund has increased from
wise financial management.
130
146
159
167
20 40 60 80 100 120 140 160 180
In Millions of Dollars
156 Trust Fund Budget Authority
59 in millions of dollars
101 . |
n Each year, we withdraw operating funds
04 via a budget request to Congress.
68
118 Trust Fund Balance
65
Budget Authority
130
61
146 * Projected
58
159
57
167
56
174*
63*
171*
61*
20 40 60 80 L) 120 140 160 180
Number of Staff
1000
736
683
548
446
299
Staffing
288
283 AFRH has decreased staff since the mid-90s. Many wonder how we still provide exceptional

service with fewer employees. Yet, there are sound reasons for the reductions:

15



MANAGEMENT ASSURANCES

Compliance with Legal and Regulatory Requirements

AFRH managers participate in all internal controls, as do our partners BPD and the National Finance Center (NFC). We have
assessed the effectiveness of our internal controls, in accordance with the Federal Managers’ Financial Integrity Act (FMFIA)
(PL No. 97-255) Section 2 and OMB Circular A-123, Management’s Responsibility for Internal Control. Based on our assess-
ment, AFRH can provide reasonable assurance that objectives have been achieved. No material weaknesses have been
reported in our internal controls or financial reporting.

Given our comprehensive management controls, | am pleased to certify with reasonable assurance that:

» AFRH financial reporting is reliable.
-Transactions are properly recorded, processed and summarized to permit preparation of financial statements
in accordance with generally accepted US accounting principles. Assets are safeguarded against loss from
unauthorized acquisition, use or disposition.

* AFRH is in compliance with all applicable laws and regulations like FMFIA, FFMIA and FISMA.
- Our financial and business exchanges are executed in accordance with laws governing the use of
budget authority and other laws and regulations that could have a direct and material effect on the
financial statements.

* AFRH performance reporting is reliable.
- Performance measures are properly recorded, processed and summarized to permit information preparation
per criteria established by AFRH management.

iy €O

Timothy C. Cox
Chief Operating Officer
January 15, 2009

“I can provide reasonable assurance that AFRH is in compliance .”

—Timothy Cox, COO

Surveying Happiness

Each year, we conduct surveys on resident satisfaction — from services and facilities to dining and interests:

Resident Services:
81% say customer service is Outstanding or Above Average.

OUTSTANDING

ABOVE AVERAGE

AVERAGE

BELOW AVERAGE

POOR

NO COMMENT

# of Residents
145
126

89
102

39

a

36
3

2005 - 311 Responded
2008 - 311 Responded

Visiting Other Resid

Most Used Facilities:

This input helped us create a residence Program of Requirements.

Sheridan Post Office
Sheridan Post Exchange
Scott Bank

Wellness Center

Linen Exchange
Sheridan Laundry

Scott Theater

Scott Library

% of Residents

Personal Pursuits:
The most popular activities are reading, TV watching and walking.

Reading Books, News, Magazines
Regular TV Viewing

Walking on Own

Visiting Malls, Eating Out

Seeing Movies, Old and New

Music Performance, Music Listening

Fitness, Body, Health, Wellness

Rooms, Lobbi

Captiol Canteen

Spending Time with Personal Friends

% of Residents

85%
82%
13%
61%
59%
54%
52%

47%

7%
4%
62%
61%
53%
50%
57%
53%
51%

50%

DINING SERVICES — 2008 SURVEY RESULTS (VS. 2005 RESULTS: THE LAST YEAR CONDUCTED):

Scott Dining Hall Customer Service: 85% said it was Excellent or Good.

EXCELLENT

GO0D

FAIR

POOR

13.5%
EXCELLENT
25.1%

38.9%

GOOD
59.6%

37.7%
FAIR
13.4%

9.9%

2005 - 342 Responded POOR

1.9% 2008 - 374 Responded

Food Quality: 72% graded it Excellent or Good.

14%
18.4%

8%
53.2%

30.9%
26%

11.1%

. 2005 - 343 Responded
2.8% 2008 - 370 Responded
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BROWN & COMPANY CPAs, PLLC

CERTIFIED PUBLIC ACCOUNTANTS AND MANAGEMENT CONSULTANTS

INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS

Armed Forces Retirement Home
Washington, D.C.

We have audited the accompanying balance sheet of the Armed Forces Retirement Home (AFRH) as of
September 30, 2008 and 2007, and the related statements of net cost, changes in net position, and
budgetary resources, for the years then ended (collectively referred to as the financial statements). These

financial statements are the responsibility of AFRH’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in U.S. Government Auditing
Standards, issued by the Comptroller General of the United States; and, Office of Management and
Budget (OMB) Bulletin No. 07-04, Audit Requirements for Federal Financial Statements. Those
standards and OMB Bulletin No. 07-04 require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the AFRH as of September 30, 2008 and 2007 and its net costs, changes in net

position, and budgetary resources for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with U.S. Government Auditing Standards and OMB Bulletin No. 07-04, we have also
issued a report dated November 7, 2008 on our consideration of the AFRH internal control over financial
reporting and its compliance with provisions of laws and regulations. Those reports are an integral part of

an audit performed in accordance with U.S. Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

The information in “Management’s Discussion & Analysis” (MD&A) is presented for the purpose of
additional analysis and is required by OMB Circular No. A-136, revised Financial Reporting
Requirements. The AFRH’s MD&A contains a wide range of information, some of which is not directly
related to the financial statements. We do not express an opinion on this information. However, we
compared this information for consistency with the financial statements and discussed the methods of
measurement and presentation with AFRH officials. Based on this limited work, we found no material

inconsistencies with the financial statements, U.S. generally accepted accounting principles, or OMB
guidance.

This report is intended solely for the information and use of the management of the AFRH, OMB and
Congress, and is not intended to be and should not be used by anyone other than these specific parties.

¢ Mx%'
1

Largo, Maryland
November 7, ZEQ.EGO

9200 BASIL COURT, SUITE 400
LARGO, MD 20774
(240) 492-1400 » FAX: (301) 636-6013
mail @brownco-cpas.com

RICHMOND
1504 SANTA ROSA ROAD, SUITE 107
RICHMOND, VA 23229
(804) 288-2006 =« FAX: (804) 288-2233
tdavis@brownco-cpas.com
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IG CHALLENGES

To continue building vitality, the AFRH Inspector General has summarized our most serious management and performance

challenge. In turn, we spearheaded those challenges in 2008, using our focus areas as a guide.
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Maurice Swinton, AFRH IG

ANSWERING THE CALL

As discussed by our COO in his
opening letter, AFRH has aggressively
spearheaded the challenges presented
by our IG for FY08. With our focus
areas as a guide, we engaged contrac-
tor support to review the feasibility of
reshaping the Washington community
in light of emerging national concerns
(like rising utility costs, economic
factors and the US military posture).
Further, our achievements in

health-care have earned us the
prestigious CARF Accreditation. With

the approval of the Washington Master

Plan and the permission to move forward

with our development plans, AFRH

has realized great progress in

educating constituents.




RISK MANAGEMENT

The AFRH Trust Fund has funded our operation since
1851. Our greatest risk is a shrinking balance. So, we
seek to maintain and grow its balance with three risk

management strategies:

1) Washington Master Plan

Congress gave AFRH the authority to sell or lease
portions of its valuable real estate. Our Plan calls
for private, mixed-use development and leasing on
portions of ZONE A (see map).The Plan keeps our
community intact, protects resident vitality and

preserves our historic grounds.

2) Gulfport Master Plan

Rebuilding Gulfport is another key risk management
strategy. The temperate weather and oceanfront
views make Gulfport in high demand for potential
residents. Plus, more resident capacity fulfills the

AFRH mission and strengthens the Promise to care

for our nation’s heroes.

Securing Stabili

We will develop “ZONE A” along N. Capitol St.

3) AFRH Long Range Financial Plan

We conducted two studies to bolster our strategy:

a 10Year Financial Capital Plan, and aTrust Fund
Solvency study. Also, Congress asked us to verify
that our long-term course would maintain Trust Fund
solvency. Our resulting plan was the Long Range

Financial Plan.

These strategies seek to ensure the Promise to care
for our nation’s veterans and retired military. And
we are pleased all three have forged great results
in 2008.

“This class has been wonderful for
residents — physically and mentally.”

—Curt Young (Air Force)

c urt is forever Young. He lifts weights,
rides bikes, runs daily and teaches “Flexibility &

Strength Training” twice a week at AFRH. “I incorporate Yoga and Pilates into
the class. We use cables, resistant bands and light barbells. | can see a big
difference and some of the residents are really amazing.” Curt admitted that a
few really struggled at first. And some still can’t get up from the matt, so they
use raised, padded tables. “The class is 75 minutes and | spend 15 on balance.
| see results when someone says, ‘I stumbled yesterday, but | didn't fall.

I caught myself.” That's HUGE!” he exclaimed. The Home airs his class on
AFRH Channel 99 for those who prefer to train in their rooms. Curt says its
very satisfying to see them progress. “Marie Townsend went from using a
walker to a cane, and from a cane to nothing at all. She’s overjoyed and doing
great,” he said. “You should see her now ... doing this Yoga pose called

The Cobra.”
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