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2007 was an exciting year and a tipping 

point for AAFES. Our intense focus on 

performance delivered record results. For 

instance, AAFES:

Continued to expand multicultural •	

opportunities in hiring and with 

vendors. We plan to grow spending 

in 2008 with minority partners to 

$120 million.

Increased earnings, subject to •	

dividends, to $426 million, up 27 

percent, including appropriated 

funding. 

Decreased worldwide retail mark-•	

downs by 14 percent.

Decreased enterprise-wide inven-•	

tory by $107.5 million.

Provided many private-label brands •	

to enhance our value to customers. 

(See Page 9)
Saved about $3 million, thanks to •	

an energized sustainability team.

Increased our Energy Star major •	

appliances from 21 items to 37— 

or half of our present products.

Commander’s Column
Exceeding expectations of “the 
best customers in the world”

Worldwide, we have the 

opportunity to connect 

with our customers almost 

800,000 times each day. Each one of 

those encounters represents a moment 

of truth where we either exceed the 

expectations of “the best customers in the 

world” or we fall short.  

Our customers expect excellence and 

increasingly demand consistent value and 

service. 

In this annual report, you’ll learn how 

our 43,658 associates are making a differ-

ence, driving results and fundamentally 

changing how AAFES does business to 

better serve our Soldiers, Airmen, Nation-

al Guard and Reservists who gallantly lay 

their lives on the line serving our nation. 

Those customers also include Fam-

ily members waiting for their heroes to 

return home, as well as retirees who have 

bravely served America in years past.  

From Texas to the battlefields

In this publication, you’ll read about the 

scope of our mission, what differentiates 

us from our civilian competitors, and how 

our reach extends from Fort Hood, Texas, 

to Japan’s Misawa Air Base, to the battle-

fields of the Global War on Terror. 

You will also learn about our lines of 

business and multi-channel retailing ef-

forts, which include traditional brick and 

mortar, e-commerce and catalog sales.  

Improved associate and customer •	

satisfaction scores by two points.

Completed implementation of our •	

$177 million Oracle enterprise 

resource system. (See Page 8)
Invested $355 million in capital •	

programs at 57 installations, includ-

ing 496 new or renovated retail, 

dining and services destinations. 

They include eight new shopping 

centers. We will invest $1.2 billion 

during the next few years in con-

struction projects. (See Page 20)
Established a strategic planning •	

team to help fill the innovation 

pipeline with new business oppor-

tunities. 

Defined our legislative and policy •	

agenda to support future growth 

plans.

Delivered about $140 million in •	

supply chain productivity.

“In this annual report, you’ll learn how 43,658 associates are 

making a difference, driving results and fundamentally changing 

how AAFES does business to better serve our Soldiers, Airmen, 

National Guard and Reservists who gallantly lay their lives on 

the line.”

— Brig. Gen. Keith Thurgood

See  “We Listen . . . ,” Page 16
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“No matter where I was 

deployed, AAFES has been 

there, providing the  

comforts of home in the 

most uncomfortable  

locations. AAFES is the 

only retailer with people 

putting their lives on the 

line to support my troops   

in the combat zone.”

—Capt. Samuel J. Jungman, 
U.S. Army

T a b l e  o f  c o n t e n t s 
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Emphasizing 
energy use will 
save  AAFES 
more than $9 

million over the 
next four years.
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AAFES and the 
‘Green Carpet’

2007 in Review

Here are major events and initia-

tives launched in 2007—and a 

peek at what will come this year 

and beyond:

Change in Commanders. In August, 

Brig. Gen. Keith Thurgood became Com-

mander, succeeding Maj. Gen. Bill Essex, 

who retired after a 34-year Air Force 

career. He served previously as Assistant 

Division Commander (Operation), 95th 

Division, U.S. Army Reserves, in Okla-

homa City. 

In 2006, General Thurgood, experienced 

in supply chain and logistics at PepsiCo, 

deployed to the Middle East, where he 

oversaw shipments of everything from 

tanks to ChapStick.

A month before General Thurgood 

joined AAFES, U.S. Air 

Force Brig. Gen. Fran 

Hendricks became Deputy 

Commanding General. A 

27-year Air Force veteran, 

he came from the De-

fense Advanced Research 

Projects Agency in 

Washington, where he 

designed the “air base of 

the future.”

Multi-channel retail-
ing efforts. The inter-

nationally recognized 
All-Services Exchange Online Store—

www.aafes.com—is more popular than 

ever before. 

A great, but challenging, year

Soldiers and Airmen often live far 

away from Families and friends while 

serving their country, but new telecom-

munications products from AAFES 

will soon help close that gap.

Later this year, AAFES will launch 

a global wireless cellular product and 

early next year will offer a bundled TV, 

AAFES rolled out the green 

carpet in 2007 and plans 

to keep it out to sustain the 

future by cutting operating costs and 

becoming more energy efficient.

“We will reduce our carbon footprint 

substantially,” said Ann Scott, AAFES’ 

corporate energy manager. “Our 

sustainability initiative will increase 

AAFES’ recycling efforts to include ev-

erything from 

corrugated 

cardboard and 

aluminum cans 

to plastics and 

plastic hang-

ers.”

The savings 

have already 

started. In 2007, Scott identified errors 

in sewer charges and saved AAFES 

$200,000 a year. What’s more, correct-

ing errors in how AAFES was billed 

for energy at Air Force facilities saved 

about $3 million.

In 2008 and beyond, AAFES’ annual 

sustainability goals are:

Internet and telephone product under 

the Resilian Communications brand 

name. The products are designed spe-

cifically to meet the needs of today’s 

“on-the-go” military and Families.

“We’re breaking new ground with 

Resilian,” Vice President Craig Sewell 

Resilian: Getting and Keeping Troops ‘Connected’

Brig. Gen. Keith 
Thurgood

Brig. Gen. Fran 
Hendricks

Continued, Page 17

Continued, Page 18

Sustainability and the
Carbon Footprint

Continued, Page 18
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Rising to the 
challenges

We are justifiably 

proud of our 

achievements 

and performance in 2007. 

As we look forward to a 

successful 2008 and beyond, 

our continued success 

depends on our ability to 

demand more of ourselves.

We are committed to 

achieving even better results; 

improving the total store 

experience; earning more 

by losing less from theft, 

paperwork errors and other 

incidents; and using new 

technology to grow profitable 

sales. 

We will continue focus-

ing on delivering a shopping 

experience that surpasses ex-

pectations so that our patrons 

visit us again and again. 

Facing tests

FY 2007 was successful 

due to the hard work and 

dedication of our associates. 

We focused on the basics: 

improving customer service, 

investing in our most impor-

tant asset—our people—and 

improving processes. 

FY 2008 proves to be 

equally as daunting, and will 

test AAFES. The uncertain 

economy, spiraling gas prices 

and our mission of serving 

the troops in the Middle East 

are our major challenges. 

However, our associates are 

rising to the challenges, giv-

ing us a unique advantage and 

helping differentiate AAFES 

from our competitors. 

We are providing our as-

sociates with the tools of 

“empowerment” and “pride 

of ownership.” Our associates 

are shop owners, not shop 

keepers. 

Driving out costs

We have the latest cutting-

edge supply chain and the 

right people to improve 

merchandise procurement 

and distribution. Our entire 

supply chain is being refined 

continuously to drive out 

costs and improve accuracy 

and efficiency, allowing us to 

make better buying and stock 

decisions. 

Our Business Intelligence 

experts are analyzing nearly 

every aspect of our business 

to create user-friendly reports 

that will provide timely in-

formation for better informed 

decisions. 

Fiscal year 2007 set the 

framework to make 2008 and 

beyond a positive experi-

ence for our customers and 

a historical business success 

for this great company with a 

great mission to serve troops. 

Michael 
Howard
Chief Operating  
Officer

Whether at military installations like Dyess Air 

Force Base, Texas, above, or in the Middle East, 

below, AAFES stands ready to serve. 

Other AAFES Events in 2007:
 

At Fort Sam Houston’s Brooke Army Medical 
Center, AAFES serves troops recovering from 
injuries so these “wounded warriors” can con-
centrate on rehabilitation rather than worrying 
about getting haircuts and clean socks.

AAFES tactical field exchanges, like the one pic-
tured above, are serving troops building schools, 
hospitals and wells in Trinidad, Tobago and  
Suriname. The exchanges also support mission 
training, exercise support and troop redeploy-
ment, and disaster response in the United States.
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AAFES ranks  . . . 
38th on the list compiled by Stores.com of the top 200 retailers, one spot ahead of Nordstrom, the •	
upscale department store chain.

58th in the •	 Internet Retailer Top 500 Guide, thanks to www.aafes.com.

67th largest exporter in the United States, one of only three retailers in the top 100, according to •	
the Journal of Commerce.

    AAFES      Snapshots
AAFES Dividends to Morale, Welfare and Recreation Programs 

for the Armed Services

Note: Amount of dividends is based on earnings and troop strength for each Service Branch. All amounts in millions.

AAFES Associates

“Foreign nationals” 
include residents of 
Iraq, Afghanistan, Ku-
wait, Bosnia, Kosovo 
and other countries in 
which AAFES oper-
ates exchanges.

“Other” includes em-
ployees who were not 
in the Armed Forces 
or Family members of 
Soldiers and Airmen. 

AAFES Faithful Patrons
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    AAFES      Snapshots
The Earnings Breakdown

Revenue 2000-2007

Total Retail Sales 2000-2007*

• While 2007 was a challenging year for retailers, 
AAFES continued to demonstrate it is a strong 
and viable organization with strategic resilience 
and financial health to compete in the global 
marketplace.

• AAFES ended the year with earnings totalling 
$426 million, subject to dividends, a 27-percent 
increase from FY 2006, including appropriated 
funds.

• AAFES contributed $272.7 million in divi-
dends, which support the Army, Air Force, 
Marine Corps and Navy service members and 
their Families. This return represents the high-
est dividend returned to the Services since 2000. 
These remarkable results are due to the outstand-
ing efforts to improve supply chain efficiencies 
across the enterprise and, in part, attributable to 
Congressional supplemental funding for reim-
bursement of AAFES expenses in support of the 
Global War on Terror.

• AAFES earnings generate dividends for the 
military community while simultaneously fund-
ing its construction program to ensure its facili-
ties provide a world-class shopping environment.

Earnings 2000-2007

Note: Figures in millions.

Note: Figures in millions.

Note: Figures in millions. * — Includes concession sales

Charts compiled by Brooke Pester, AAFES financial analyst, and designed by Maj. 
Edwina Walton. For audited financials, see Page 22.

“Hardlines” include electronics, such as computers, 
HD TVs, CDs, videos; stationary, books and maga-
zines; housewares, furniture, linens, home accents and 
furnishings; pet supplies and food; appliances; hard-
ware; outdoor living furniture and accessories; sporting 
goods and bicycles; toys.

“Softlines” are clothing, footwear, jewelry and other ac-
cessories for men, women and children.

“Consumables” are beverages, tobacco, food, snacks, 
fragrances, cleaning supplies, health and beauty aids.



2008 and Beyond
“A foundation of basic retailing is ensuring we use  
technology to drive results and create sustainable  

business platforms.” — Brig. Gen. Keith Thurgood 

AAFES leaders estimate 
that because of Oracle  

Retail, earnings will increase 
by $84.6 million by 2012.

Oracle Retail signals bright 
 financial future for AAFES

In February 2008, AAFES joined 

an elite group of major retailers by 

implementing the final phase of 

the $177 million Project Retek’s Oracle 

Retail, the largest information technology 

project in the company’s history. 

For the past four years, more than 200 

people on the “Project Retek” imple-

mentation team and from across AAFES, 

including three who returned from Iraq, 

have worked tirelessly and with unwav-

ering dedication to make Oracle Retail 

work, said Susan Schweitzer, the project 

director.

AAFES completed the technical imple-

mentation in 2007. In February 2008, 

the Oracle tool was turned over to the 

business division to put into operation in 

exchanges throughout the world during 

the next three to four years.

This sophisticated technology will 

help AAFES tap the retail industry’s best 

merchandising, allocation, replenish-

ment, forecasting, pricing and inventory 

“Delivery of a true 
end-to-end supply 
chain management 
will allow AAFES to 
realize a competi-

tive advantage in an aggressive 
global market.”

—Maggie Burgess,  
Senior VP, Sales Directorate

management practices to ensure we get 

the right products to the troops and their 

Families in the right place, at the right 

time, at the right price, and in the right 

quantity.

‘Riding a new wave’

“We’re riding a new wave and using 

technology to gain efficiencies that are 

going to keep us competitive, better able 

to efficiently and accurately price our 

products, and remain our customers’ first 

choice in 2008 and beyond,” said Chief 

Operating Officer Michael Howard.

“We can keep high-demand items 

stocked at greater levels, reduce our 

need for price markdowns, and boost our 

transportation savings,” he said. “We also 

will enjoy a single, accurate and quickly 

accessible source of sales and inventory 

information that will help us make better 

buying and price management decisions.”

AAFES is in good company: Walgreens, 

Toys“R”Us, Office Depot, Nordstrom, 

Pier 1 Imports, Barnes & Noble, Borders, 

Radio Shack, and 15 of the top 16 food 

and drug retailers use the technology.  

In fact, retailers running Oracle Re-

tail are 32 percent more profitable than 

their peers. AAFES leaders estimate that 

because of Oracle Retail, earnings will 

increase by $84.6 million at the end of 

2012 through:

•  Increased sales;

•  Improved profit margins;

•  Reduced inventory investment; 

•  Lower costs.

‘Fundamental change’

In early 2008, the Sales Directorate 

reorganized and created new responsibili-

ties to manage Oracle Retail and see the 

technology through to success. 

“Project Retek marked a fundamental 

change in corporate culture and in the way 

AAFES conducts day-to-day business,” 

said Maggie Burgess, senior vice presi-

dent over the Sales Directorate. “Delivery 

of a true end-to-end supply chain man-

agement will allow AAFES to realize a 

competitive advantage in an aggressive 

global market.”

In 2005, the world’s largest enterprise 

software company, Oracle Corp., acquired 

Retek Inc. At AAFES, “Project Retek” 

refers to integration of Oracle Retail soft-

ware into the company’s technology archi-

tecture, and included business processes, 

application designs, quality assurance 

testing and other components.
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Our Imprint Across the World 
AAFES’ private label products saves customers 20 to 50 percent compared to comparative 

brand names. In 2007, our private labels generated more than $120 million in revenue.

Classic casual and career clothes for value- 
conscious adults—and their children, too.
Our R&R, De.Coded, Junction West, Luciano 

Dante, Passports, Wear It, New Recruit, Buzzcuts, 

Ponytails, Gumballs, PBX Basics and Pro brands 

are comparable to clothes at Macy’s, Dillard’s, 

Banana Republic, JC Penney, Kohl’s, Lane Bry-

ant, GAP, Abercrombie & Fitch and others.

Quell the munchies with Patriot’s Choice!
52 delectable items: Patriot’s Choice gummy 

beans, bears, sharks and worms; rings, slices and 

twists; pretzels and all kinds of nuts and seeds; 

butterscotch, cherry, mint, orange, peach, sour 

and spice candy; drink mixes; pediatric drinks and 

Baby Choice’s infant formulas. 

Color, fashion, design and style! 
Simply Perfect for the Home, the exclusive 

program that debuted in 2007, features home 

decor, dinnerware, flatware, glassware, furniture, 

beds, and linens. Simply Perfect for the Home 

by Bassett Furniture is AAFES’ first venture in 

co-branding. Simply Perfect for Baby by Bassett 

will roll out in late 2008. 

“Savvy shoppers know these added savings don’t come  
at the price of reliability.”

—Bettye J. Golson,  
AAFES General Manager,  Tinker Air Force Base,  Okla.

Get your house, clothes, body squeaky 
clean with “Exchange Select” products.
Nearly 560 health, beauty and cleaning products, 
including diapers; bath tissue; trash and sandwich 

bags; charcoal, utensils, paper plates for picnics; 

cameras and film; creams and lotions; over-the-

counter medicines for aches and allergies, coughs 

and colds, cuts and scraps; razors; soaps and 
detergents;  paper towels; polish for your nails 
and furniture;  and many others, all comparable 
to Aveeno, Coppertone, Claritin, Dial, Gillette, 
Huggies, Neutrogena, Oil of Olay  and others.
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Offering a Lifestyle
Soldiers, Airmen and their Families don’t want to leave the installation to find fun. New life-
style centers will give them vibrant places to live, work, play and shop.

Imagine you’re a Soldier or an Airman, strolling with your 

Family on the military installation, the quaint surroundings 

featuring well-known restaurants, movie theaters, boutique 

clothiers, gurgling fountains, comfy benches and lots of green 

space. 

You can just feel a sense of community spirit, and your Fam-

ily wouldn’t mind coming back again and again, staying longer 

each time—and spending more money.

Joseph Giuffreda hopes that if AAFES builds it, they will 

come. 

Shopping, entertainment, dining

In the fall of 2009, AAFES plans to 

open its nearly 490,000 square foot, $82 

million “lifestyle center” at Fort Bliss in 

El Paso, Texas, providing a unique mix 

of shopping, entertainment, dining and 

relaxation venues, the first of its kind on 

any military installation in the world. 

The lifestyle center is expected to cre-

ate $488 million in earnings and boost 

the dividend to Morale, Welfare and 

Recreation programs for the troops from 

$155 million to $257 million.

Planning continues on lifestyle centers 

at Fort Sam Houston in San Antonio, 

Texas; Fort Carson in Colorado Springs, 

Colo.; Eglin Air Force Base in Fort 

Walton Beach, Fla.; and Fort Lewis in Continued on next page 

Tacoma, Wash. Fort Sam Houston’s lifestyle center will be even 

bigger than the one at Fort Bliss because of a larger number 

of Soldiers and military retirees in the San Antonio area, said 

Giuffreda, who heads the projects for AAFES’ Strategic Plan-

ning and Partnerships Directorate. 

“We intend for these centers to bring onto the installations 

those contemporary evening entertainment and shopping 

choices that customers find off-post, and sometimes just outside 

the gate,” he said. “We’ll create not only a shopping center, but 

a destination location where Families will desire to come to 

spend extended periods of time. 

“Think of days gone by when the town 

center was the hub of activity for a com-

munity, and you’ll will begin to understand 

the concept of the modern lifestyle center.”

21st century shopping

The massive project is part of nearly 

$795 million in AAFES construction this 

year in the United States to prepare for the 

Department of Defense’s base closings and 

redeployment of hundreds of thousands of 

troops. Fort Bliss is among military instal-

lations expected to get the lion’s share of 

redeployed Soldiers.

But, AAFES also is catching a tidal wave 

in the retail world. Industry experts say 

lifestyle centers in general represent shop-
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FORT BLISS, Texas—An architect’s rendering shows the first lifestyle center on a military installation anywhere in the world, 
a unique combination of retail shops, traditional AAFES PX, commissary, movie theater, comfy benches and shady trees. 

Catching a Retail Wave
Lifestyle centers are more like an enclosed mall turned 
inside out, like walking down Main Street.

ping in the 21st century, especially for finicky shoppers bored with 

noisy, windowless indoor malls. 

“AAFES had traditionally built its big-box retail stores right 

beside the big-box commissaries with a massive 

parking lot out in front,” Giuffreda said. “But 

we’ve seen the trends in retailing and how the 

enclosed mall is seldom being built any more. 

Lifestyle centers are like a mall turned inside 

out, with everything that can remind you of 

growing up in a small town and walking down Main Street.”

Steady growth

During the past two years, the number of lifestyle centers has 

grown from just a few dozen based in warm climates to about 150 

in 2008 throughout the United States, according to the Interna-

tional Council of Shopping Centers, an industry trade group.

Council spokeswoman Erin Hershkowitz said she expects the 

number of lifestyle centers to double over the next few years. 

“The center becomes a place where Families can have an outing 

by shopping, catching a movie, taking in dinner, and then getting 

some ice cream cones afterward,” she said. “It creates a lifestyle, 

hence the name.”

What’s more, sales at lifestyle centers average about $298 per 

square foot compared to $242 for traditional malls, while overall 

operating costs are lower, Hershkowitz said. 

“It becomes a place where 
Families can have an outing 

by shopping, catching a movie, 
taking in dinner, and then getting 

ice cream cones afterward.  
It creates a lifestyle,  

hence the name.”

“Property owners get more bang for their bucks,” she added. 

Fort Bliss’ lifestyle center will fan out over 57 acres and feature 

a traditional AAFES main store—more than 130,000 square feet 

bigger than the present 86,000 square foot facility—on one end 

and a new 111,000-square-foot commissary on the opposite end. 

More than 200,000 square feet of third-party retailers, including 

a 30,000-square-foot fitness center and six-screen movie theater, 

will comprise the middle.

AAFES leaders expect to break ground in July. 

Enough bri-

gades are being 

transferred to Fort 

Bliss that the life-

style center will 

likely see more 

than 18,000 new 

customers and as 

many as 130,000 

by 2012, accord-

ing to the Fort Bliss Transformation Office.

“This is absolutely the right time to move forward with this new 

concept and capture additional earnings and spectacular quality-

of-life improvements,” Giuffreda said. 

What’s more, AAFES is using the lifestyle centers to forge rela-

tionships with designers, architects, lodging providers and others 

to cement its profile as a market leader.  

“The future belongs to those who collaborate in style,” said 

AAFES Commander Brig. Gen. Keith Thurgood. “By building 

collaborative relationships, we can accomplish more together than 

we can by acting independently.” 

Joseph Giuffreda

continued from previous page
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AAFES by the Numbers
3,100+ — Number of retail outlets at Army and Air 
Force installations across the world in 30  
countries.

11.6 million — Number of active-duty troops, Re-
serves, National Guard members, retirees and their 
Families served by AAFES. 

43,000+ — The number of AAFES civilian as-
sociates and managers around the world, includ-
ing 10,918 spouses and children of Soldiers and 
Airmen.

85 and 197 — The number of AAFES exchanges 
and brand-name restaurants in Iraq, Afghanistan, 
and throughout the Middle East. 

20 — Number of AAFES phone centers in the 
Middle East for troops to call home.

430+ — Number of AAFES associates deployed  
to the Middle East and other places throughout the 
world.

3,600+ — Number of AAFES associates who have 
deployed since the start of the war on terror.

$2.4 billion+ — Estimated total dividends contrib-
uted by AAFES to military Morale, Welfare and 
Recreation programs during the past 10 years. 

$272.7 million — The dividend for 2007, a 17-per-
cent increase from 2006.

$1.5 billion — Annual sales from the Military Star 
low-interest credit card AAFES manages for all 
Armed Forces exchanges.

2,700 and $6.4 billion — The number of “vendor 
partners,” many with household names, and their 
annual sales with AAFES.

30,000+ — Number of items offered on AAFES’ 
Web site, www.aafes.com.

19.84% — The average savings a customer enjoys 
buying at AAFES compared to the competition, not 
counting the no sales tax benefit!

4.4 million — The number of meals served to 
children each year by AAFES at 90 Department of 
Defense schools in nine countries on a break-even 
basis.

$1.2 billion — The total cost of new construction 
for AAFES shopping centers around the world.

1.5 million — The number of distinct items 
(SKUs) in AAFES stores.

A Soldier at Camp Liberty, Iraq 
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AAFES continues to fulfill its 

113-year-old mission of  

providing merchandise and  

services at competitively low 

prices to generate earnings to 

support the Morale,  

Welfare and Recreation  

programs for America’s Troops.

Factoids

Five Years in Iraq

1 and 24 — The number of American as-
sociates and foreign nationals working for 
AAFES killed in the line of duty.

7 and 18 — Number of American associates 
and foreign nationals wounded in the line of 
duty.

3.3 million — Cans of Red Bull and Monster 
energy drinks sold in Army PXs and Air 
Force BXs since February 2006. 
 

10.6 million — Burger King Whoppers and 
Pizza Hut pizzas sold at exchange service 
concessions since the invasion. 
 

417 million — Military Exchange Global 
prepaid phone card minutes used by troops 
since 2004 to call home from Iraq. 
 

$737 million — Retail sales in 2007 for 
AAFES facilities in all war zones, up 13.8 
percent from 2006.
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Our Associates Go the Extra Mile
Ann Scott  
Corporate Energy Program Manager 
HQ AAFES, Dallas

Last year, Ann discovered AAFES 
was paying at least $1.5 million too 
much to keep on the lights. 

Scott charted utility costs by every 
building, and found the exchanges 
were being charged much higher Department of Defense 
agency rates rather than special rates for organizations like 
AAFES. 

The annual savings ranged as high as $288,000 for MacDill 
Air Force Base near Tampa, Fla. 

Alan Scheer  
Graduate Gemologist 
Fort Gillem, Ga.

Shoppers who buy “fine  
jewelry” in any AAFES exchange 
can rest assured that Alan Scheer 
has put everything under the micro-
scope, literally.

Every year, under a high-powered microscope, he scruti-
nizes 24,000 “fine jewelry” items to ensure that clarity, cut, 
carat weight and color meet or exceed AAFES specifica-
tions. Fine jewelry accounts for more than $100 million in 
revenue for AAFES. 

Scheer is part of AAFES’ Quality Assurance team, which 
includes inspectors with more than 80 years’ experience 
who pore over everything from adult Army jackets and kids’ 
pajamas to crock pots and Christmas lights.  

Erika Pfauntsch  
General Manager, BX 
Kadena Air Base, Okinawa, Japan

A 28-year AAFES veteran and one 
of the top managers, Erika views the 
store through customers’ eyes, en-
gaging shoppers daily. She focuses 
on training, mentoring and coaching 
associates, who then enjoy the ability to solve any problems 
customers may have.

“I encourage one-stop answers. I also encourage shared suc-
cess, and the notion that every associate is an indispensable 
member of the AAFES team.”

Factoid—www.aafes.com 

Higinio Ortiz  
Motor  Vehicle Operator 
Fort Bliss 
El Paso, Texas 
 

In 2007, Higinio was inducted into 
the National Private Truck Council’s 
Hall of Fame after logging more 
than 4 million accident-free miles 
during his 49-year AAFES career. He is one of only 12 
truckers nationwide to reach that nearly impossible mile-
stone of so many safe miles.

He also was  named the 2007 Driver of the Year for AAFES. 
He logs 100,000 miles a year delivering merchandise 
throughout the Southwest, engaging in his love affair with 
the wide open spaces. 

Floris Jenkins  
End-User Computer Technician 
Cannon AFB, N.M.

The mother of four children de-
ployed to Qatar for 13 months and 
another five months in Kuwait, 
lending her technical expertise to the 
troops. 

The 24-year AAFES veteran deployed the first time because 
she wanted to give something back to her country; the sec-
ond time, because her son signed up to deploy but couldn’t 
go because of medical reasons.

Since 1990, nearly 1,800 current Associates have deployed 
overseas at least once.

Check out the AAFES Web 

site, www.aafes.com, for 

speedy access to the All-

Services Exchange Online 

Store and more than 30,000 

products from AAFES and 

75+ vendors.
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What Else Does AAFES Do?

Provides a $280 million economic impact to Dallas/Fort •	
Worth, with nearly 2,600 employees at its headquarters.

Operates overseas bakeries and water bottling activities •	
that make Wonder and Country Heart breads and Culligan 
Water products for commissaries, troop dining facilities, 
military hospitals, and Morale, Welfare and Recreation 
clubs.

Furnishes calling cards and phones for troops to call loved •	
ones back home.

Provides packing, shipping and florist services; optometry •	
care and optical centers; gas stations; barber shops, hair 
and nail salons; spas; dry cleaners; new car sales; Internet 
cafes; military clothing stores; and movie theaters.

Manages the All-Services private label credit card, the Mili-•	
tary Star C0ard.

GIESSEN, Germany—A sign at the Giessen Distribution 
Center near Frankfurt best illustrates the AAFES motto, 
“We Go Where You Go.”

So Much More than Just a PX/BX



We listen to our customers

QATAR — AAFES brings 
a ‘taste of home’ to Sol-
diers fighting the Global 
War on Terror.

Brig. Gen. Keith Thurgood assumed command of AAFES in August 2007. He served 
previously as Assistant Division Commander (Operations), 95th Division, U.S. Army 
Reserves, Oklahoma City. He was deployed to the Middle East in 2006 as commander 
of 143rd Transportation Command and deputy commander for Theater Support. When 
not on active duty, he directs strategy and innovation at PepsiCo, Inc.

“To the extent that we  
deliver on our commitments, our 

fighting force is more effective 
and our Families, retirees and 

other customers get an excellent 
return on their investment in the 

AAFES team.” 
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Equal to Purple Heart

A Special Award for a 
Special Hero

F ORT HOOD, Texas—Bety 

Desil didn’t know whether she’d 

make it out alive in 2007 after 

mortars struck Iraq’s Camp Cuervo.

As the mortars exploded just outside 

the PX where Bety worked, the AAFES 

associate felt dozens of pieces of shrapnel 

piercing deep into her foot. In searing 

pain, she tumbled to the floor, bleeding 

profusely and fearing for her life. 

The clock read 5:20 on the blistering 

hot afternoon, July 27, her 30th birthday. 

She had been looking forward to leaving 

the next day for the United States as her 

deployment concluded.

In October, Bety returned to work to 

Fort Hood, where she works as a fore-

woman for Einstein Bagels. On March 14,  

Bety, recovered from her injuries, received 

the federal government’s Defense of Free-

dom Award—the civilian equivalent of the 

Purple Heart. She is the fourth AAFES 

associate presented with the medal in the 

organization’s 113-year history, all for 

service in Iraq. 

“Thanks for everything you’ve done as 

a civilian in a combat zone to support our 

Soldiers,” said AAFES Commander Brig. 

Gen. Keith Thurgood, as he presented the 

award to Bety. “You are leaving a legacy at 

AAFES, and you are an AAFES hero.”

Despite her injuries, Bety said she would 

return to Iraq again. 

“The Soldiers really need us,” she said.  

Gained approval from the Board •	

of Directors for our first-ever 

public-private venture at Fort 

Bliss, Texas. (See Page 10)

Winning the future

And more good news: this is the 

beginning of “Winning the Future” by 

“thinking BIG and acting small.” The 

future is very bright. We are building 

on the legacy of the past and continu-

ing to execute our strategies with a 

focus on operational excellence and 

customer service. 

I am confident of what lies ahead. 

I am confident in our team’s ability 

to deliver world-class productivity, 

service and opportunities.

We anticipate grow-

ing sales and driving 

more customers to our 

stores by focusing on 

our seven priorities for 

2008 and our long-

term strategies. 

Irreversible  
momentum

We expect to build 

on the “irreversible 

momentum” we cre-

ated in the past year. 

We are listening to our 

customers and updat-

ing our store designs to better meet 

their needs and exceed their expecta-

tions. 

We are committed to enhancing 

the in-store and online experience by 

clearly telling our value story, im-

proving our assortment and quality 

of goods and services, and providing 

world-class customer service that edu-

cates and engages our patrons.

We also recognize that collaborating 

with our trading partners, community 

leaders and other agencies makes us 

better managers and leaders, and we 

fully expect to extend these efforts be-

yond the historical boundaries in 2008.  

All this is possible because of our 

dedicated associates who make a dif-

ference in our business everyday. We 

recognize their significant contributions 

and are investing twice as much in our 

people and team as we 

did last year.       

At AAFES, we recog-

nize that how we execute 

our mission is a critical 

factor in being recognized 

as an important mission 

partner and “combat 

multiplier.”  

‘Strong and viable’

To the extent that we 

deliver on our commit-

ments, our fighting force 

is more effective, and 

our Families, retirees and 

other customers get an excellent return 

on their investment in the AAFES team.   

AAFES is a strong and innovative 

organization with strategic resilience 

and financial health to compete glob-

ally. In this report you will read about 

how we expect to perform at the “top of 

the class” by creating value and being 

recognized as an industry leader.  

The future is indeed bright!         

Continued from Page 2
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AAFES direct marketing experts increased awareness of the 

site, in addition to sending out thousands of catalogs to customers 

throughout the world. In February 2008 alone, more than 870,000 

new visitors and at least 370,000 repeat customers logged 5 mil-

lion page views on www.aafes.com. 

“Our robust Web site enables customers to purchase goods from 

just about anywhere in the world,” said Richard Sheff, senior vice 

president for marketing. 

“This is rapidly becoming 

a greater portion of the 

business, now that Na-

tional Guard members and 

Reserve troops who live 

far from military installa-

tions continue to discover 

the benefits of shopping at 

AAFES.

“One of AAFES’ most 

significant growth opportu-

nities lies on the Internet.”

By going to the Web site, 

shoppers gain access to 

more than 30,000 products, 

and hundreds of thousands 

of other items from vendor 

partners. 

“Physical space is not a limitation in the virtual world,” said 

Dan King, director of Catalog & E-Commerce.

Best brands, prices

For the Sales Directorate, meanwhile, 2007 was a “turnaround 

year” as AAFES right-sized inventories by more than $199 mil-

lion and increased inventory turns by 8 percent.

AAFES started its second year as one of the world’s only two 

authorized partners for Apple computers. Sales of Apple products 

in 52 AAFES exchanges hit $16 million in fiscal year 2007-2008. 

Despite tight worldwide supplies, AAFES provided Wii video 

consoles and iPods to troops in Iraq and Afghanistan through 

special allotments from manufacturers. 

AAFES also re-energized the “Best Brands-Best Prices-

Guaranteed” strategy by offering more than 60 apparel brands 

with double-digit percentages off manufacturer’s suggested retail 

prices. Simultaneously, AAFES established four “concept shops” 

devoted to popular Coach women’s purses and accessories, with 

five more coming this year. Shoppers received 25 percent off the 

manufacturer’s suggested retail price.

What’s more, the Cross Acceptance Exchange Gift Card 

TWIN CITIES AFB—Airmen enjoy singing and playing the Rock 
Band video game, an example of how AAFES seeks to keep the 
most popular products right at the fingertips of customers, whether 
they’re in Minnesota or the Middle East.

Creating a Compelling Reason for 
Shopping AAFES First
Continued from Page 4 

Program was rolled out in November 2007, allowing customers 

to redeem cards at three military exchange services. The new 

worldwide Third-Party Prepaid Gift Card Program brought in 

more than $23 million in sales during 2007.0

Planning for the future

In 2007, the new Planning, Allocation and Replenishment 

division was developed to implement industry-best practices in 

merchandise planning, forecasting and inventory management. 

And, a strategic planning team is creating ways that AAFES 

can develop new business opportunities so that Soldiers, Airmen, 

National Guard members, Reservists, their Families and retirees 

can have even more reasons to shop their favorite exchange.

“Our buyers, planners, and restaurant and service experts will 

continue to concentrate on increasing sales and margins, cutting 

costs from the supply chain, and being first to market,” Senior 

Sales Vice President Maggie Burgess said. “We will continue to 

find ways to differentiate AAFES from other retailers. Whether 

with new name-brand restaurants, services, unique merchandise, 

or creating solutions for our customers, we will create a 

compelling offer for our customers to shop AAFES first.”

“Our robust Web site enables customers to 
purchase goods from just about anywhere in 
the world . . . One of AAFES’ most significant 
growth opportunities lies on the Internet.”

 
—Richard Sheff,  

Senior VP, Marketing Directorate

The entire Coach line is 
expected to produce more than 
$37 million in sales in 2008.
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Reducing energy consumption by 3 percent a year;•	

Reducing waste;•	

Cutting consumption of petroleum products 10 percent by •	

2015;

Increasing amount of reuseable shopping bags;•	

Increasing recycled office paper by 15 percent.•	

Savings at the store level, too

Families also looking to stretch their energy dollars need look 

no further than their nearest PX, BX or at www.aafes.com. In 

2007, AAFES became one of Energy Star’s newest partners, and 

now helps shoppers buy energy-efficient refrigerators, washers 

and dryers, DVD players, and other products.

Thanks to the U.S. Environmental Protection Agency’s Energy 

Star,  Americans last year saved the energy required to power 

15 million homes, saving $7 billion on their energy bills, and 

reduced air pollution equivalent to taking 14 million cars off the 

road.  

In addition, AAFES formed a real-estate energy management 

team and joined the U.S. Green Building Council in 2007 to 

reduce energy consumption through employee training and con-

struction of four shopping centers that are Leadership in Energy 

and Environment Design (LEED) certified.

The shopping centers at Fort Polk, La.; Randolph Air Force 

Base, Texas; Fort Belvoir, Va.; and Fort Bliss, Texas, will set new 

standards in energy efficiency. 

“It pays to be green,” said Senior Vice President Dan Metsala.  

“Rising utility costs affect our expenses and operations, but also 

the dividend we provide to support the Morale, Welfare and 

Recreation programs for the troops. By focusing our attention on 

reducing our energy footprint, we hope to make military instal-

lations, and the world as a whole, a better place to live, work and 

shop.”

Furthermore,  

AAFES seeks to make 

thousands of its 21,000 

vending machines En-

ergy Star compliant by 

late 2008 and is part-

nering with restaurants 

to create “pollution solutions,” such as energy-efficient cooking, 

refrigeration and heating methods. 

Energy-efficient lighting over gasoline pumps have yielded sav-

ings of up to 60 percent in electricity. 

Factoid 

In 2007, AAFES recycled:
1.3 tons of cardboard;•	
351 tons of metal;•	
10 tons of office paper;•	
100,487 pallets on which products are stored in •	
warehouses.

What’s more, of the 1.2 millions of gallons of gas used 
last year, about 180,000 of them were biofuel.

 AAFES’ Green Carpet
Energy Star products give AAFES customers great 
breaks on their utility bills.

“It pays to be green.”

— Dan Metsala,  

Senior VP, Real Estate Directorate

Resilian meets evolving telecom needs

said. “We’re going well beyond off-the-shelf  

offerings to create customized products to pro-

vide them with the same telecom experiences 

available in every major U.S. city, whether 

they’re based in the United States or overseas. 

The new products will be available exclu-

sively from AAFES, and complement the 

existing array of telecom services, such as pay 

phones, calling cards, Internet cafes and WiFi 

that the company has provided around the 

world for 20 years. 

During the planning stages, Resilian focus 

groups of current and potential customers 

identified what they wanted most: global por-

tability, convenience, competitive pricing, and 

bundled TV, Internet and telephone offerings 

Continued from Page 4

Continued from Page 4

Telecom products designed 
to meet the needs of today’s 
on-the-go military are coming 
soon from AAFES.

comparable to what’s available in the United 

States.  

The Resilian initiative is part of an overall 

corporate strategy that includes creating profit-

able new businesses. 

AAFES is positioned to accelerate profitable 

growth by developing and bringing innovative 

businesses to market as quickly as possible, 

said Commander Brig. Gen. Keith Thurgood. 

“We’ve been in the telecom business for near-

ly 20 years and our major products have served 

our customers well, but their needs continue to 

evolve,” he said. “Resilian is expected to signif-

icantly improve AAFES’ financial performance 

and help improve dramatically the quality of life 

of Soldiers, Airmen and their Families.”
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Among Our Many Awards and Accolades  

In 2007, Playthings, a major industry trade journal, recog-

nized AAFES for having the largest sales growth among 
major toy businesses—a 21 percent explosion to $290 
million. AAFES sells toys at more than 150 exchanges 

around the world and on www.aafes.com.

Multi-Unit Partner  
of the Year

Franchisee of the Year 
Multi-Unit Operator of Year

Global Developer of the Year,  
Operator of the Year, awarded by 

these restaurants’ parent company

For the second straight year, DiversityBusiness.com rec-

ognized AAFES as one of America’s Top Government 
Organizations for multicultural business opportunities. 
Hispanic Trends magazine recognized AAFES as one of the 
Top 50 Corporations for Supplier Diversity. The Dallas 

Regional Minority Business Development Agency recognized 

16 AAFES buyers and contracting officers for purchasing $1 
million or more in goods and services from minority and 
women-owned businesses.

Three AAFES catalogs from 2007—The Baby Book, Home Decor 

Summer and Outdoor Living—were named finalists in the 23rd 
Annual Multichannel Merchant Awards competition. Finalists 

were chosen from a highly competitive field of nearly 200 entries 

from throughout the world. The catalogs were published by the 

AAFES Direct Marketing Team. Meanwhile, the AAFES Web site, 

www.aafes.com, was named finalist for Best International Web 
site. Internet Retailer also named the site the 58th largest out of 

500 Web sites, based on volume.

AAFES received the 2007 Goody Products “Sales 
Achievement Award” for attaining and surpassing 
$5 million retail sales for the first time in the history 
of the program. Goody is one of the country’s larg-
est providers of styling tools and hair accessories for 
women.

International Silver Plate 
Awards to Misawa AB, 
Japan; Lakenheath AB, 

United Kingdom

Developers of the Year

AAFES named as one of the country’s top 10 
Military Spouse Friendly Employers by Military 
Spouse magazine. 

Twenty-five percent 
of AAFES’ 43,658 
associates are military 
Family members.

AAFES is the largest 
employer of military 
Family members in the 
U.S. Department of 
Defense.



20

Building for the Present and the Future
AAFES’ $1.2 billion during the next few years in construction provides unique shopping envi-
ronments, addresses base closings and troop redeployments.

In 2007, AAFES completed nearly $355 million in capital im-

provements at 57 military installations throughout the world 

to provide shoppers with 496 new or renovated retail, dining 

and services destinations.

The projects included eight new shopping centers, such as the 

ones at Los Angeles Consolidated, Peterson AFB in Colorado, 

Grafenwoehr and Panzer Barracks in Germany, Georgia’s Fort 

Benning, and Hawaii’s Schofield Barracks.

The construction also included retail, food and bookstore 

outlets; mini-malls, 

shoppettes and gas 

stations; automobile 

repair facilities and 

car washes; and 

launderettes. 

‘Undeniable  
benefit’

“AAFES earnings 

generate dividends for 

the Morale, Welfare 

and Recreation of 

our troops, while simultaneously funding capital reinvestment 

to ensure our facilities provide a shopping environment that is 

an undeniable benefit to the military community,” said AAFES 

Commander Brig. Gen. Keith Thurgood. “The reinvestment in 

2007 directly impacts thousands of troops, their Families and 

retirees, who will enjoy an enhanced in-store experience for years 

to come.” 

AAFES’ 

current building 

program includes 

construction 

requirements 

resulting from the 

U.S. Department 

of Defense’s base 

closing and troop 

redeployment 

programs. The 

outcome of the 

department’s 

initiatives is 

expected to be 13 

major expansions 

of AAFES 

facilities that will affect more than 65,000 troops.

In total, AAFES plans to spend $1.2 billion during the next 

few years for 6.3 million total square feet of new space, from 

El Paso, Texas, to Stuttgart, Germany, to the Island of Okinawa. 

For instance, Fort Bliss near El Paso is expected to gain a lion’s 

share of the redeployed 

troops, so AAFES plans 

to start construction on 

a $82 million Lifestyle 

Center. (See Page 10)

Hickam to  
Hainerberg

Other major projects 

in the United States 

include Fort Benning, 

Ga.; Fort Sam Houston 

and Fort Hood, Texas; 

Fort Belvoir, Va.; Fort 

Riley, Kan.; Little Rock Air Force Base, Ark.; Fort Campbell, 

Ky.; Fort Meade, Md.; and Shaw Air Force Base, S.C.

In Europe, 35,000 troops are being redeployed around the 

world, so construction projects will center on Kaiserslautern, 

Grafenwoehr, the European Command Center in Stuttgart, 

Hainerberg/Wiesbaden, and Spangdahlem/Bitburg, where the 

majority of the remaining Soldiers and Airmen will remain.

In the Pacific, 14,000 troops will be restationed, which means 

AAFES is spending $185 million on facilities at Kadena AB 

on Okinawa, Osan AB and Camp Humphries in South Korea,  

Andersen AFB in Guam, and Hickam AFB at Pearl Harbor. 

FORT BENNING, Ga.—Soldiers and 
Family members enjoy holiday shop-
ping at AAFES’ new shopping center.

GRAFENWOEHR, Germany— An airy, 
well-lit center court greets Soldiers and 
their Families.

LOS ANGELES, Calif.—Cars fill the parking lot of the new 
AAFES shopping center serving the Los Angeles AFB and 
surrounding military installations.

SCOFIELD BARRACKS, Hawaii—
The new AAFES shopping center 
blends into the Hawaiian landscape.
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Brig. Gen. Keith Thurgood,  
Commander

Brig. Gen. Fran Hendricks, 
Deputy Commander

Michael Howard,  
Chief Operating Officer

Chief Master Sgt.  
Bryan Eaton 

Assistant to the Commander

Board of Directors 
Kathleen I. Ferguson, SES 
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Arthur J. Myers, SES 
Director, Air Force Services (AF/A1S)

Karl Schneider, SES 
Assistant Deputy Chief of Staff, G-1

Brig. Gen. Keith Thurgood, USA 
Commander, Army and Air Force Exchange Service

Brig. Gen. David E. Price, USAF 
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Gregg Cox 
Executive Secretary

As of June 2008, the position of Army Member At Large was vacant.

Col. Thomas Baker,  
Chief of Staff

IRAQ—AAFES provides a break from the traditional mess 
halls by operating 197 name-brand restaurants in the Middle 
East.
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FORT HOOD, Texas — AAFES Associates were out in force one sunny day 
this past April to help more than 80,000 people welcome home hundreds of 
thousands of troops who were coming home from Iraq. From its earnings 
at the Fort Hood PX, AAFES gave more than $4 million in dividends to 
the Morale, Welfare and Recreation programs for Soldiers at the Central 
Texas installation, one of the largest in the world.



The FY 2007 dividend to MWR programs represents an increase of 
approximately 17 percent over FY 2006. “This proves that even during 
tough economic times, the exchange benefit can thrive and remain a 
relevant quality of life enhancement for its shareholders—the autho-
rized military shoppers who make the BX or PX their first choice.”

“With a mission to provide quality goods and services at competitive-
ly low prices and generate earnings to support MWR programs, the 
dual benefit of AAFES provides military Families goes far beyond the 
clothes, electronics or consumables available at the exchange.”

—Brig. Gen. Keith Thurgood, AAFES Commander 
quoted in the Offutt AFB Air Pulse, June 12, 2008
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